
 

 

   

 

Prospekt cenného papíru 
 

CENTRAL EUROPEAN MEDIA ENTERPRISES LTD. 
(existující jako veřejná akciová společnost podle právního řádu Bermudských ostrovů) 

 
Kmenové akcie třídy A 

 

 
 

Nabídka 2 200 000 kusů Kmenových akcií třídy A 
(a až 2 530 000 kusů Kmenových akcií třídy A v případě uplatnění  

nadpřídělové opce upisovatelů) 
 
Toto je nabídka Kmenových akcií třídy A („Akcie“) společnosti Central European Media Enterprises Ltd. 
(„Emitent“ nebo „my“) v počtu až 2 200 000 kusů (a až 2 530 000 kusů, pokud bude uplatněna nadpřídělová 
opce upisovatelů). Při vytváření tohoto prospektu („Prospekt“) jsme vycházeli z našeho prospektu ze dne 15. 
března 2006, který byl sestaven v anglickém jazyce pro účely veřejné nabídky Akcí ve Spojených státech a pro 
účely nabídky institucionálním investorů v Evropě a který je přiložen k tomuto dokumentu jako Příloha I 
(„Americký prospekt“). 
Akcie budou nabídnuty za jednotnou cenu odvozenou od aktuální ceny stávajících Kmenových akcií třídy A na 
trhu. Nabídkovou cenu stanovíme na základě dohody s upisovateli dne 23. března 2006 nebo okolo tohoto data. 
Emitent udělil upisovatelům nadpřídělovou opci, na jejímž základě mohou upisovatelé jednorázově nebo 
postupně v  průběhu 30 dnů od podpisu smlouvy o upsání (underwriting agreement) dodatečně upsat až 330 000 
kusů Akcií za nabídkovou cenu mínus emisní diskont. 
Upisovatelé předpokládají, že Akcie budou dodány proti zaplacení v nebo kolem 28. března 2006. 
Zájemce o koupi Akcií by měl pečlivě zvážit otázky, které Emitent předkládá případným zájemcům 
o koupi Akcií k zamyšlení v kapitole „Risk Factors“ začínající na str. 11 Amerického prospektu. 
Hlasovací práva spojená s Kmenovými akciemi třídy A a Kmenovými akciemi třídy B jsou ve všech 
záležitostech vykonávána společně, pokud naše stanovy nestanoví jinak nebo pokud ze zákona nevyplývá něco 
jiného, přičemž majiteli každé Kmenové akcie třídy A náleží při hlasování jeden hlas a majiteli každé Kmenové 
akcie třídy B náleží při hlasování deset hlasů. Ke dni 6. března 2006 bylo v oběhu 31 057 994 Kmenových akcií 
třídy A a 6 966 533 Kmenových akcií třídy B. 
Naše Kmenové akcie třídy A jsou kotovány na trhu Nasdaq National Market („Nasdaq“) a na hlavním trhu 
Burzy cenných papíry Praha, a.s. („BCPP“) pod označením „CETV“. Poslední ohlášená prodejní cena našich 
Kmenových akcií třídy A ze dne 6. března 2006 činila 65,05 USD na Nasdaq a 1 538,00 Kč na BCPP. 
Tento Prospekt byl schválen Komisí pro cenné papíry rozhodnutím ze dne 16. března 2006, které nabylo 
právní moci dne 16. března 2006. 

Vedoucí spolumanažeři 

JPMorgan Lehman Brothers ING 
 

Vedoucí manažer regionání tranše 
Česká spořitelna, a.s. 

 
Prospekt ze dne 15. března 2006
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PROHLÁŠENÍ EMITENTA 

 
 Emitent přebírá odpovědnost za správnost údajů uvedených v tomto Prospektu a prohlašuje, že při 
vynaložení veškeré přiměřené péče na zjištění uvedeného jsou podle nejlepšího vědomí Emitenta údaje obsažené 
v tomto Prospektu správné a nebyly v něm zamlčeny žádné skutečnosti, které by mohly změnit jeho význam. 
 

Aniž by bylo dotčeno výše uvedené prohlášení, jsou informace a výhledy uvedené v tomto Prospektu, 
které se vztahují k budoucím událostem nebo budoucímu vývoji ekonomického postavení Emitenta nebo jiných 
společností náležejících do skupiny Emitenta, podmíněny vývojovými trendy v politické, ekonomické a 
legislativní oblasti. Tyto informace a výhledy nesmí být považovány za závazek nebo prohlášení Emitenta 
ohledně budoucích událostí nebo výsledků. Zájemci o koupi akcií by proto měli provést vlastní analýzu 
vývojových trendů nebo výhledů uvedených v tomto Prospektu a založit své rozhodnutí o investování na 
výsledcích těchto analýz. 

Emitent potvrzuje, že pokud informace pocházejí od třetí strany, tyto informace byly přesně reprodukovány a 
podle vědomí Emitenta a v míře, ve které je schopen to zjistit z informací zveřejněných touto třetí stranou, 
nebyly vynechány žádné skutečnosti, kvůli kterým by reprodukované informace byly nepřesné nebo zavádějící. 

Žádný z členů správních, řídících a dozorčích orgánů a vrcholových manažerů Emitenta nebyl v předešlých pěti 
letech jakkoliv veřejně obviněn nebo sankcionován ze strany statutárních nebo regulatorních orgánů (včetně 
určených profesních orgánů) ani soudně zbaven způsobilosti k výkonu funkce člena správních, řídících nebo 
dozorčích orgánů kteréhokoli emitenta nebo funkce ve vedení nebo provádění činnosti kteréhokoli emitenta. 

 
V New Yorku, k datu tohoto Prospektu 

 
Central European Media Enterprises Ltd. 

 
 

 <podpis> 
_______________________________ 
Jméno:   Wallace Macmillan 
Funkce:  Vice President - Finance 
 
 
 
 
 
 
 

PROHLÁŠENÍ OSOBY ODPOVĚDNÉ ZA PROSPEKT 
 
 Já, níže podepsaný Wallace Macmillan, bytem Carrington House, Kew Place, High Wycombe, Bucks 
HP11 1QW, Spojené království, narozen dne 9. března 1958, prohlašuji, že k datu tohoto Prospektu odpovídají 
údaje v něm uvedené skutečnosti a že nebyly opomenuty žádné podstatné okolnosti, které by mohly ovlivnit 
přesné a správné posouzení Emitenta nebo akcií jím vydaných. 
 
 Dále prohlašuji, že účetní závěrky Emitenta za poslední tří účetní období byly ověřeny auditorem a že 
prohlášení auditorů uvedená v tomto Prospektu odpovídají skutečnosti. 

 
V New Yorku, k datu tohoto Prospektu 

 
 

 <podpis> 
_______________________________ 
Jméno:   Wallace Macmillan 
Funkce:  Vice President - Finance 
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DŮLEŽITÁ SDĚLENÍ 
 
Tento dokument je prospektem ve smyslu zákona č. 256/2004 Sb., o podnikání na kapitálovém trhu, ve znění 
pozdějších předpisů („Zákon o kapitálovém trhu“). 

S výjimkou prohlášení vyžadovaných českými právními předpisy nečiní Emitent ani žádný z jeho poradců, 
vedoucích pracovníků, členů, zaměstnanců nebo zástupců žádná prohlášení o přesnosti a pravdivosti informací 
uvedených v tomto Prospektu, neposkytuje za tyto informace záruku, ani nečiní prohlášení o analýzách nebo 
závěrech učiněných jakoukoli osobou na základě těchto informací a údajů a neposkytuje za ně záruku. 

Některé informace o skupině a podnikání Emitenta jsou uvedeny na webové stránce http://www.cetv-net.com. 
Vyjma informací, na které tento Prospekt výslovně odkazuje, netvoří informace na webové stránce Emitenta 
součást tohoto Prospektu, nemají být za jeho součást považovány a za jejich přesnost, pravdivost a úplnost není 
poskytována záruka.  Při zvažování investice musí investoři vycházet pouze z informací obsažených v tomto 
Prospektu či výslovným odkazem do něj začleněných. 

Distribuce tohoto Prospektu a nabídka nebo prodej cenných papírů v něm uvedených mohou být v některých 
zemích omezeny právními předpisy.  Držitelé tohoto Prospektu se musí s těmito omezeními seznámit a 
dodržovat je. 

Zájemci o koupi Akcií by se měli seznamovat se všemi zákony a jinými právními předpisy upravujícími 
upisování, držení nebo koupi akcií a zejména se poradit se svými právními a daňovými poradci o (a) 
požadavcích na nabytí a držení akcií podle právních předpisů České republiky a států, jichž jsou rezidenty, (b) 
devizových předpisech vztahujících se na nabytí a držení akcií a na příjem plnění z akcií v České republice a ve 
státech, jichž jsou rezidenty, a o (c) daňových důsledcích vyplývajících z nabytí, držení, prodeje, přijetí dividend 
v České republice a ve státech, jichž jsou rezidenty, a tyto právní předpisy dodržovat. 

Pokud není uvedeno jinak, veškeré informace obsažené v tomto Prospektu jsou aktuální k datu tohoto 
Prospektu.  Uveřejnění a předání tohoto Prospektu nesmí zavdat důvod k domněnce, že po datu tohoto 
Prospektu nedošlo k negativním změnám ekonomické nebo finanční situace nebo právního stavu Emitenta. 

Americký prospekt, který tvoří Přílohu I tohoto Prospektu, byl sestaven v anglickém jazyce pro účely veřejné 
nabídky Akcií ve Spojených státech a pro účely nabídky institucionálním investorů v Evropě.  Tento Prospekt je 
naproti tomu určen zejména pro účely přijetí nově vydaných Akcií Emitenta k obchodování na hlavním trhu 
BCPP s tím, že Emitent nepředpokládá, že by primární úpis nově vydaných Akcií byl uskutečněn formou 
veřejné nabídky. 

Uvedením Akcií k obchodu na hlavním trhu BCPP nepřebírá BCPP ve vztahu k Akciím žádné závazky. 
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KOTACE NA BCPP 
 
Emitent ......................................................  Central European Media Enterprises Ltd., veřejná akciová 

společnost založená podle právního řádu Bermudských ostrovů, 
zapsaná v bermudském Rejstříku společností pod registračním 
číslem 19574, se sídlem Clarendon House, 2 Church Street, 
Hamilton, HM 11 Bermudské ostrovy. 

Korespondenci lze zasílat rovněž na adresu c/o CME Development 
Corporation, Aldwych House, 81 Aldwych, Londýn, WC2B 4HN, 
Spojené království, tel. č. +44-20-7430-5430/1. 

Podle čl. 6 Společenské smlouvy zahrnuje předmět podnikání 
Emitenta veškeré zákonné činnosti, pro které mohou být 
společnosti podle bermudského právního řádu založeny. 

Kmenové akcie třídy A..............................  Kmenové akcie třídy A Emitenta, se jmenovitou hodnotou 
0,08 USD na jednu akcii, vedené ve formě zaknihovaných podílů 
v počítačových systémech společností DTC, Clearstream a 
Univyc.  Další informace o našem akciovém kapitálu jsou uvedeny 
v kapitole Amerického prospektu s titulem „Description of capital 
stock“.  

ISIN ...........................................................  
Běžný kód (common code)........................  
CUSIP........................................................  

BMG200452024 
011566324 
G20045202 

Hlasovací práva .........................................  Obecně vzato jsou naše Kmenové akcie třídy A a Kmenové akcie 
třídy B v podstatě identické a hlasovací práva s nimi spojená jsou 
vykonávána společně.  Vedle toho má každá třída akcií následující 
charakteristiky: 

Třída A ......................................................  Jeden hlas na každou akcii ve všech otázkách, o nichž jsou 
akcionáři oprávněni hlasovat, včetně volby a odvolání členů 
představenstva. 

Třída B.......................................................  Deset hlasů na každou akcii ve všech otázkách, o nichž jsou 
akcionáři oprávněni hlasovat, včetně volby a odvolání členů 
představenstva. 

Americký prospekt ....................................  Dokument ze dne 15. března 2006, který byl podán americké 
Komisi pro cenné papíry a burzy dne 15. března 2006 pro účely 
veřejné nabídky Akcií ve Spojených státech.  Americký prospekt 
obsahuje důležité informace o Emitentovi, jeho cenných papírech, 
podnikání a finanční situaci a o vedení Emitenta a další informace 
významné pro potenciální investory a tvoří Přílohu I tohoto 
Prospektu.. 

Prospekt .....................................................  Tento dokument je určen zejména pro účely přijetí nově vydaných 
Akcií k obchodování na hlavním trhu BCPP.  Tento Prospekt 
sestává z českého dodatku, Amerického prospektu (Příloha I) a 
Zprávy a souhlasu nezávislého auditora (Příloha II).  Český 
dodatek obsahuje převážně technické informace specifické pro 
kotaci na BCPP.  Měli byste si přečíst Americký prospekt, abyste 
získali důležité údaje o Emitentovi, jeho cenných papírech, 
podnikání a finanční situaci a o vedení Emitenta a další informace 
významné pro potenciální investory. 

Kotace na trhu Nasdaq...............................  Naše Kmenové akcie třídy A jsou kotovány na trhu Nasdaq 
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National Market pod označením „CETV“.  Poslední oznámený 
prodejní kurs našich Kmenových akcií třídy A z 6. března 2006 
byl 65,05 USD.  Ke dni 6. března 2006 byl směnný kurs oznámený 
Českou národní bankou pro přepočet částek z českých korun na 
americké dolary ve výši 23,751 CZK = 1,00 USD. 

Kotace na BCPP ........................................  V minulosti jsme požádali o přijetí Kmenových akcií třídy A 
v počtu až 100 000 000 kusů k obchodování na hlavním trhu 
BCPP.  Dne 17. června 2005 Kotační výbor BCPP schválil přijetí 
našich Kmenových akcií třídy A k obchodování na BCPP za 
předpokladu splnění určitých podmínek, včetně schválení 
Prospektu Komisí pro cenné papíry a uveřejnění Prospektu 
v souladu s českými právními předpisy.  Nově vydané Akcie 
budou obchodovány na základě shora uvedeného rozhodnutí o 
přijetí k obchodování a předpokládáme, že obchodování bude 
zahájeno dne 24. března 2006 nebo kolem tohoto data.  

Zúčtování a vypořádání v České 
republice: 

 

Obchodování a vypořádání ........................  Poté, co bude zahájeno obchodování nově vydaných Akcií 
prostřednictvím BCPP budou ceny kotovány a vypořádány 
v českých korunách.  Obchody s cennými papíry na BCPP budou 
vypořádány výhradně prostřednictvím Univycu, a to obvyklým 
způsobem v souladu s pravidly a provozními postupy BCPP a 
Univycu, zpravidla T+3, a nemohou být vypořádány přímo 
prostřednictvím společností DTC nebo Clearstream. 

Další informace jsou uvedeny v kapitole “Zúčtování a vypořádání 
v České republice“ tohoto Prospektu. 

Převody akcií .............................................  Převody podílů na akciích evidovaných u společností Clearstream 
a/nebo Univyc budou prováděny obvyklým způsobem v souladu 
s pravidly a provozními postupy společností Clearstream a/nebo 
Univyc. 

Hlasovací práva .........................................  Hlasovací práva spojená s podíly na akciích evidovaných 
společnostmi Clearstream a/nebo Univyc budou vykonávána 
obvyklým způsobem v souladu s pravidly a provozními postupy 
společností Clearstream a/nebo Univyc. 

Dividendy a dividendová  
politika.......................................................  

 
Výplaty dividend a dalších plnění ze zaknihovaných podílů na 
akciích držených prostřednictvím společností Univyc budou 
v rozsahu přijatém Univycem od společnosti Clearstream připsány 
v souladu s pravidly a provozními postupy společnosti Univyc na 
peněžní účty členů Univycu pro další vyplacení majitelům účtů 
v Univycu. 

Informace o naší dividendové politice jsou uvedeny v kapitole 
Amerického prospektu s titulem „Dividend policy“. 

DTC...........................................................  Společnost The Depository Trust Company, zúčtovací a 
vypořádací centrum pro akcie ve Spojených státech. 

Clearstream................................................  Clearstream Banking, société anonyme, zúčtovací a vypořádací 
centrum pro akcie v Lucembursku. 

Univyc .......................................................  Univyc, a.s., stoprocentní dceřiná společnost BCPP a zúčtovací a 
vypořádací centrum pro obchody s cennými papíry uzavřené na 
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BCPP. 

Prezentace finančních údajů ......................  Není-li uvedeno jinak, byly finanční údaje v Americkém prospektu 
sestaveny v souladu Účetními zásadami všeobecně uznávanými 
v USA („U.S. GAAP“).  U.S. GAAP se v jistých významných 
ohledech liší od Mezinárodních standardů pro finanční výkaznictví 
(„IFRS“). Kvantitativní dopad těchto rozdílů jsme 
nevyhodnocovali.  K pochopení rozdílů mezi U.S. GAAP a IFRS 
by potenciální investoři měli kontaktovat své odborné poradce. 

Kde lze nalézt dokumenty .........................  U americké Komise pro cenné papíry a burzy podáváme výroční, 
čtvrtletní a průběžné zprávy, zprávy týkající se valných hromad 
(proxy statement) a další informace (včetně různých příloh, jako 
jsou například naše stanovy) v anglickém jazyce a kopie těchto 
podání jsou uveřejňovány na naší webové stránce 
http://www.cetv-net.com (klikněte na „Investors“ a dále na „SEC 
filings (Nasdaq)“).  Kopie těchto dokumentů jsou dostupné rovněž 
na internetové stránce americké Komise pro cenné papíry a burzy 
http://www.sec.gov. Viz rovněž kapitola Amerického prospektu 
s titulem „Where You Can Find More Information“. 

V rozsahu vyžadovaném českými právními předpisy a pravidly 
BCPP jsou kopie určitých dokumentů týkajících se kotace našich 
Kmenových akcií třídy A na BCPP dostupné rovněž v prostorách 
BCPP na adrese Rybná 14/682, Praha 1, Česká republika. 

Rizikové faktory ........................................  Viz kapitola Amerického prospektu s titulem „Risk factors“. 
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VÝZNAMNÉ OTÁZKY ZDANĚNÍ V ČESKÉ REPUBLICE 
 

Níže uvedený komentář je obecné povahy a vychází z platných právních předpisů České republiky, jejich 
výkladů a praxe českých úřadů k datu tohoto dokumentu. Pokud není uvedeno jinak, toto shrnutí se zabývá 
pouze určitými českými daňovými důsledky držení Akcií pro jejich skutečné majitele (a výnosů z nich), kteří 
splňují všechny následující podmínky: (1) jsou rezidenty České republiky pro daňové účely a (2) nemají mimo 
území České republiky stálou provozovnu ani trvalou základnu, s nímž je držení Akcií spojeno a (3) nepodléhají 
zvláštnímu daňovému režimu (např. podílové fondy, penzijní fondy) („Čeští majitelé“).  

Toto shrnutí dále předpokládá, že Český majitel nemá přímý ani nepřímý podíl na hlasovacích právech nebo 
základním kapitálu Emitenta ve výši 20 % nebo více a ani z jiného důvodu se na něj nepohlíží tak, že vykonává 
v Emitentovi podstatný nebo rozhodující vliv.   

Následující text je pouze obecným vodítkem a není míněn jako právní nebo daňová rada pro konkrétního 
Českého majitele, ani by neměl být za takovou radu považován. Pokud jde o celkové daňové důsledky 
nabytí, vlastnictví a zcizení Akcií za konkrétních okolností, včetně důsledků podle českých právních 
předpisů a praxe českých úřadů, měli by proto potenciální investoři kontaktovat své daňové poradce. 

Dividendy 

Pro účely české daně z příjmů právnických osob budou Čeští majitelé - právnické osoby muset zahrnout hrubou 
částku dividend do samostatného základu daně, na který se vztahuje daňová sazba ve výši 15 %. Fyzické osoby 
si mohou zvolit, zda hrubou částku dividend zahrnou buď do běžného základu daně z příjmů fyzických osob, na 
který se vztahuje progresivní daňová sazba od 12 % do 32 %, nebo do samostatného základu daně, na který se 
vztahuje daňová sazba ve výši 15 %. 

Zisky a ztráty z prodeje 

Na příjmy realizované Českými majiteli – právnickými osobami při prodeji Akcií se vztahuje daň z příjmů 
právnických osob ve výši 24 %. V případě fyzických osob je příjem z prodeje Akcií osvobozen od daně z příjmů 
fyzických osob, pokud doba mezi nabytím a prodejem Akcií přesahuje šest měsíců a Akcie nebyly zahrnuty do 
obchodního majetku fyzické osoby. V ostatních případech se na příjmy z prodeje Akcií obecně vztahuje běžná 
daň z příjmů fyzických osob (12 % až 32 %). 

Potenciální ztráty realizované Českými majiteli - právnickými osobami při prodeji Akcií by za předpokladu 
splnění obecných podmínek daňové uznatelnosti měly být považovány za daňově uznatelné. V případě 
fyzických osob, které Akcie zahrnuly do obchodního majetku a vedou účetnictví, se ztráta obecně považuje za 
daňově uznatelnou, podobně jako v případě právnických osob. V případě fyzických osob, které Akcie zahrnuly 
do obchodního majetku a nevedou účetnictví, se ztráta pro účely daně z příjmů obecně považuje za daňově 
neuznatelnou. V případě fyzických osob, které Akcie do obchodního majetku nezahrnuly, se ztráta pro účely 
daně z příjmů považuje obecně za daňově uznatelnou, avšak pouze proti ostatním zdanitelným ziskům 
(neosvobozeným) realizovaným při prodeji jiných cenných papírů v daném zdaňovacím období. Jinak se ztráta u 
těchto Českých majitelů - fyzických osob obecně považuje za daňově neuznatelnou.  

Oceňovací rozdíly zaúčtované v souladu s českými účetními předpisy z titulu oceňování Akcií reálnou hodnotou 
do výnosů nebo nákladů jsou obecně považovány za daňově účinné. 

Akvizice 

Čeští majitelé mohou mít v případě nabytí Akcií od osob, které nejsou rezidenty Evropské unie ani Evropského 
hospodářského prostoru, povinnost uplatnit a převést ve prospěch českých daňových úřadů tzv. zajištění daně ve 
výši 1 % z kupní ceny. Toto se neuplatní v případě, že příslušná smlouva o zamezení dvojího zdanění stanoví 
jinak. 
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ZÚČTOVÁNÍ A VYPOŘÁDÁNÍ V ČESKÉ REPUBLICE 
 
Převodním agentem a registračním místem pro Kmenové akcie třídy A Emitenta je společnost American Stock 
Transfer and Trust Company („Registrátor“). Akcie zahrnují jednu nebo více listin („Listinné akcie“) 
registrovaných Registrátorem na jméno společnosti CEDE & Co., zástupce („Zástupce“) společnosti DTC.  Po 
vydání Listinných akcií připíše DTC akcie zastoupené Listinnými akciemi na účty majitelů účtů v 
elektronickém systému DTC.  Vydání Listinných akcií Emitentem společnosti DTC znamená, že Emitent 
nevydává jednotlivé listinné akcie každému investorovi, která drží podíl na akciích prostřednictvím společnosti 
DTC.  Emitent však může jednotlivé listinné akcie vydat investorům, kteří drží své akcie mimo systémy DTC a 
tyto akcie jsou pak registrovány Registrátorem na jména těchto investorů (nebo jejich zástupců). 

Po dobu, po kterou bude Zástupce registrovaným majitelem Listinných akcií, bude jej Emitent považovat a 
jednat s ním jako s jediným registrovaným zákonným majitelem akcií zastoupených Listinnými akciemi.  
Zástupce drží akcie zastoupené Listinnými akciemi ve prospěch společnosti DTC.  Majitelé účtů v systému 
DTC mají ekonomický podíl na Listinných akciích v zaknihované podobě.  Mezi majitele účtů v systému DTC 
bude patřit společnost Clearstream nebo její zástupce, kteří budou držet podíly na Listinných akciích ve 
prospěch majitelů účtů v systému Clearstream.  Mezi majitele účtů v systému Clearstream bude patřit společnost 
Univyc, která bude držet podíly na Listinných akciích ve prospěch majitelů účtů v systému Univyc. 

Globální postupy zúčtování a vypořádání 

Zástupce drží podíly na akciích ve prospěch majitelů účtů v systému DTC.  Jakmile Zástupce obdrží Listinné 
akcie, společnost DTC tyto akcie v držení Zástupce připíše ve svém elektronickém systému na účty majitelů 
účtů v systému DTC.  Držiteli podílů na těchto akciích přímo v DTC mohou být pouze majitelé účtů v systému 
DTC nebo osoby, které mohou držet podíly prostřednictvím majitelů účtů v systému DTC. Převody podílů na 
akciích mezi majiteli účtů v systému DTC budou prováděny obvyklým způsobem v souladu s pravidly a 
provozními postupy společnosti DTC. 

Společnost Clearstream bude mít u DTC otevřen účet, na který budou zapisovány podíly na akciích v držení 
společnosti Clearstream nebo jejího zástupce. Společnost Clearstream bude držitelem podílů na akciích ve 
prospěch majitelů účtů v systému Clearstream.  Emitent přepokládá, že jakmile budou akcie v držení společnosti 
Clearstream připsány na její účet nebo na účet jejího zástupce v systému DTC, společnost Clearstream připíše 
akcie držené jí nebo jejím zástupce, na účty majitelů účtů v systému Clearstream. Držiteli podílů na těchto 
akciích přímo v Clearstream mohou být pouze majitelé účtů v systému Clearstream nebo osoby, které mohou 
držet podíly prostřednictvím majitelů účtů v systému Clearstream. Převody podílů na akciích mezi majiteli účtů 
v systému Clearstream budou prováděny obvyklým způsobem v souladu s pravidly a provozními postupy 
společnosti Clearstream. 

Společnost Univyc bude mít u Clearstream otevřen účet, na který budou zapisovány podíly na akciích v držení 
společnosti Univyc. Společnost Univyc bude držitelem podílů na akciích ve prospěch majitelů účtů v systému 
Univyc. Emitent přepokládá, že jakmile budou akcie v držení společnosti Univyc připsány na její účet v systému 
Clearstream, společnost Univyc připíše akcie jí držené na účty svých majitelů účtů, tj. na osoby, které mají účty 
u Univycu.  Držiteli podílů na akciích v Univycu mohou být pouze majitelé účtů v systému Univyc nebo osoby, 
které mohou držet podíly prostřednictvím majitelů účtů v systému Univyc. Převody podílů na akciích mezi 
majiteli účtů v systému Univyc budou prováděny obvyklým způsobem v souladu s pravidly a provozními 
postupy společnosti Univyc. 

Počáteční vypořádání Akcií 

Akcie budou vydány v amerických dolarech (USD) způsobem „delivery-versus-payment“ prostřednictvím DTC. 
Každý nabyvatel Akcií je povinen způsobem a v termínu dle pokynů JPMorgan jako globálního koordinátora 
nebo jeho zástupce (např. České spořitelny, a.s.) stanovit svého místního obchodníka s cennými papíry, který je 
oprávněn provádět obchody v systému DTC, a musí mu dát pokyny k realizaci všech opatření nezbytných pro 
vypořádání Akcií, zejména aby do systému DTC vložil pokyn k tomu, aby od místního obchodníka s cennými 
papíry JPMorgan, případně České spořitelny, a.s. (podle povahy věci) byly formou „delivery-versus-payment“ 
přijaty přidělené Akcie proti úhradě v amerických dolarech (USD). Úhrada a dodání přidělených Akcií bude 
provedeno v souladu s pravidly a provozními postupy DTC. Daný nabyvatel Akcií a obchodník s cennými 
papíry se dohodnou na způsobu, jakým budou nabyvatelovy přidělené Akcie evidovány (např. na vlastním účtu 
nebo na účtu obchodníka s cennými papíry) a na způsobu financování nákupu přidělených Akcií. Nelze zaručit, 
že Akcie budou řádně dodány, pokud nabyvatel či jeho místní obchodník s cennými papíry nesplní všechny 
zmíněné postupy a příslušné pokyny JPMorgan či jeho zástupce (např. České spořitelny, a.s.). 
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Nabyvatelé, kteří plánují obchodovat akcie na BCPP, se mohou, dle svého uvážení, rozhodnout o nabytí Akcií 
v korunách českých (CZK) prostřednictvím Univyc. V takovém případě budou Akcie dodány způsobem 
„delivery-versus-payment“ prostřednictvím Univyc. 

Vzhledem k platným pravidlům a postupům DTC, Clearstream a Univyc, nemůže Emitent zaručit, že v případě 
nabytí Akcií prostřednictvím Univyc, budou Akcie dodány  v evidenci vedené společností Univyc v den 
zahájení obchodování na BCPP, tj. dne [28.] března 2006. Emitent předpokládá, že v tomto případě budou 
Akcie dodány dne [29.] března 2006 nebo kolem tohoto data. 

Obchodování s akciemi na BCPP; zúčtování a vypořádání 

Ceny pro Akcie, které budou obchodovány prostřednictvím BCPP, budou kotovány a vypořádány v českých 
korunách. Vypořádání obchodů uzavřených na BCPP bude prováděno prostřednictvím Univycu zpravidla 
způsobem T+3.  Prodeje zaknihovaných podílů na akciích držených prostřednictvím Univycu ve prospěch 
kupujících zaknihovaných podílů na akciích držených prostřednictvím Univycu budou prováděny v souladu 
s běžnými pravidly a provozními postupy Univycu a BCPP vztahujícími se na akcie. 

Obchody s akciemi na BCPP budou vypořádány pouze prostřednictvím Univycu a budou evidovány v 
zaknihované podobě na účtech majitelů účtů v systému Univyc. Obchody s akciemi uzavřené na BCPP 
nemohou být vypořádány přímo prostřednictvím společností DTC nebo Clearstream. Vypořádání obchodů 
s akciemi uzavřených na BCPP bude zachyceno pouze v evidenci majitelů účtů v systému Univyc a na účtech 
otevřených v systému Clearstream nebo DTC nedojde k žádné změně, ani se nezmění držitel Listinných akcií. 

Zájemce o uskutečnění a vypořádání obchodu s akciemi na BCPP musí ustanovit svého místního obchodníka 
s cennými papíry, který musí být členem Univycu, a dát mu příkaz k provedení všech úkonů potřebných pro 
vypořádání akcií.  Jestliže osoba, která kupuje akcie na BCPP, nemá u Univycu účet (na vlastní jméno, nebo ve 
svůj prospěch), musí si ho před vypořádáním koupě akcií otevřít.  Jestliže osoba, která prodává akcie na BCPP, 
nemá na svém účtu u Univycu dostatečný počet akcií, musí být dostatečný počet akcií připsán na její účet 
u Univycu před vypořádáním prodeje akcií.  K tomu mohou být nutné převody podílů na akciích mezi systémy 
DTC, Clearstream a Univyc v souladu s jejich pravidly a provozními postupy.  Takové převody mohou být 
časově náročné a tuto skutečnost je nutno vzít v úvahu, aby bylo možno vyhovět vypořádání v režimu T+3.  

Všeobecné informace 

Společnost DTC (the Depository Trust Company) je zúčtovacím a vypořádacím centrem pro akcie ve Spojených 
státech.   

Společnost Clearstream (Clearstream Banking, société anonyme) je zúčtovacím a vypořádacím centrem pro 
akcie v Lucembursku.  Systém Clearstream udržuje spojení s DTC a Univycem. 

Univyc (Univyc, a.s.) je stoprocentní dceřinou společností BCPP a zúčtovacím a vypořádacím centrem pro 
obchody s cennými papíry uzavřené na BCPP. Univyc udržuje spojení se systémem Clearstream, nemá však 
přímé spojení s DTC.  Univyc má povolení Komise pro cenné papíry České republiky především pro vypořádání 
obchodů na BCPP. Vypořádání cenných papírů prostřednictvím Univycu může být provedeno pouze 
prostřednictvím člena Univycu. Členy Univycu je většina největších obchodníků s cennými papíry v České 
republice.  

Společnosti DTC, Clearstream a Univyc souhlasily, nebo se očekává, že se budou souhlasit, s výše uvedenými 
postupy, aby tak umožnily převod podílů na akciích mezi účastníky systémů DTC, Clearstream a Univyc, 
nejsou však povinny tyto postupy provádět nebo v jejich provádění pokračovat, a jejich provádění může být 
kdykoli zastaveno.  Emitent, Kotační agent ani žádný z jejich zástupců nebo spřízněných osob ani žádná osoba, 
která je ovládá pro účely amerického Zákona o cenných papírech z roku 1933 (U.S. Securities Act of 1933), 
nebudou odpovědni za plnění závazků společností DTC, Clearstream a Univyc nebo jejich účastníků, které 
vyplývají z pravidel a postupů, jimiž se řídí jejich činnost, nebo za dostatečnost výše uvedených ujednání pro 
jakékoli účely.  

Výplata dividend 

Výplaty dividend a dalších plnění ze zaknihovaných podílů na akciích držených prostřednictvím společnosti 
Univyc budou v rozsahu jejich přijetí Univycem připsány v souladu s pravidly a postupy společnosti Univyc na 
peněžní účty členů Univycu pro další vyplacení majitelům účtů v Univycu.  Výplaty dividend a dalších plnění 
ze zaknihovaných podílů na akciích držených prostřednictvím společnosti Clearstream budou v rozsahu jejich 
přijetí společností Clearstream připsány v souladu s pravidly a postupy společnosti Clearstream na peněžní účty 
majitelů účtů v systému Clearstream. 
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SHRNUTÍ 
 

V tomto shrnutí jsou uvedeny určité informace o nás a o nabídce našich Kmenových akcií třídy A.  Neobsahuje 
ovšem veškeré informace, jež by mohly být podstatné pro Vaše rozhodnutí, zda investovat.  Následující shrnutí je 
proto nutno posuzovat ve spojení s podrobnějšími údaji uvedenými v dalších částech tohoto prospektu, včetně 
kapitoly “Rizikové faktory”, účetních závěrek a jejich příloh. 
 
V případě, kdy je u soudu vznesena žaloba týkající se údajů uvedených v Prospektu, může být žalující investor 
povinen nést náklady na překlad Prospektu, vynaložené před zahájením soudního řízení, nebude-li v souladu s 
právními předpisy stanoveno jinak. 
 
Osoba, která vyhotovila shrnutí Prospektu včetně jeho překladu, je odpovědná za správnost údajů ve shrnutí 
Prospektu pouze v případě, že je shrnutí Prospektu zavádějící nebo nepřesné při společném výkladu s ostatními 
částmi Prospektu. 

Podnikání 

Máme více než 12 let zkušeností s vlastnictvím a provozováním předních komerčních televizních stanic ve 
střední a východní Evropě.  Vlastníme a provozujeme deset televizních kanálů v šesti zemích střední a východní 
Evropy, tj. v České republice, Slovenské republice, Slovinsku, Chorvatsku, Rumunsku a na Ukrajině (z nichž 
první tři jsou členy EU, a u dalších dvou se předpokládá přistoupení k EU po r. 2007).  Vysíláme pro přibližně 
82 milionů lidí na trzích, kde odhadované celkové výdaje na televizní reklamu činily v r. 2005 přibližně 800 mil. 
USD.  

Naše stanice se řadí na první či druhé místo podle podílu na trhu televizní reklamy a podílu sledovanosti na 
našich hlavních trzích v České republice, Rumunsku, Slovenské republice, Slovinsku a na Ukrajině. Silné 
postavení na všech výše uvedených trzích se odráží i v našich finančních výsledcích.  V letech 2001 až 2005 
došlo k úhrnnému ročnímu nárůstu našich celkových čistých výnosů jednotlivých segmentů a segmentového 
ukazatele EBITDA o 25 %, resp. 57 %, bez zohlednění akvizice Nova TV (Chorvatsk) v roce 2004 a TV Nova a 
Galaxie Sport (Česká republika) v roce 2005.1 

Na trzích, kde působíme, došlo, a předpokládáme, že bude i nadále docházet, k velkému růstu hrubého 
domácího produktu, výdajů na televizní reklamu a spotřebitelských výdajů obecně.  Domníváme se, že 
klíčovým faktorem našeho růstu je a nadále bude pozitivní ekonomický vývoj v těchto zemích ve spojení s naší 
schopností převádět růst na trzích televizní reklamy na výnosy tím, že našim reklamním klientům 
zprostředkujeme divácké obce s požadovanými demografickými parametry, a růstem trhu reklamy jako 
takovým.  Vytváříme reklamní příjmy z kvalitní spotřebitelské základny složené převážně z nadnárodních 
společností typu “blue chips” a v poslední době ze zvyšujícího se počtu tuzemských klientů.  Hlavních deset 
zadavatelů reklamy na našich trzích přináší 27 % až 39 % našich ročních příjmů v těchto zemích. 

Ve Slovenské republice, Slovinsku, Rumunsku a na Ukrajině provozujeme televizní vysílání ve spolupráci 
s místními partnery.  Na uvedených trzích mají naši místní partneři ekonomický podíl na příslušných místních 
činnostech a podílejí se na jejich řízení.  Naše místní manažerské týmy mají vysoký stupeň obchodní autonomie 
v operativním řízení našich kanálů, včetně rozhodování o prodeji  reklamního času a programové nabídce.  Naše 
kancelář v Londýně předává naší skupině zkušenosti a know-how v řízení televizního vysílání i podporu ve 
finančním výkaznictví, plánování a analýze. 

Naše sídlo se nachází na adrese Clarendon House, Church Street, Hamilton HM 11 Bermuda, tel. 441-296-1431. 
Některé naše dceřiné společnosti sídlí v Aldwych House, 81 Aldwych, Londýn, WC2B 4HN, Anglie, tel. 44-20-
7430-5430/1, a DAM 5B, 2nd Floor, Royal Dam Center, 1012 JS Amsterdam, Nizozemsko.  

Trendy v odvětví 

Trhy televizní reklamy, na nichž působíme, jsou v posledních letech pod vlivem několika příznivých faktorů, k 
nimž patří: 
 

                                                 
1  Sesouhlasení celkového segmentového ukazatele EBITDA a celkových čistých výnosů jednotlivých segmentů s U.S. GAAP naleznete 
v Poznámce č. 17 k našim konsolidovaným účetním závěrkám, obsaženým ve Výroční zprávě vypracované formou Formuláře 10-K pro 
finanční rok končící 31. prosince 2005, ve znění formuláře 10-K/A podaného americké Komisi pro cenné papíry dne 15. března 2006, 
začleněné do Amerického prospektu formou odkazu. 
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• Růst HDP:  Podle ING Bank a ZenithOptimedia činil odhadovaný průměrný růst reálného HDP 
v zemích, kde působíme, v r. 2005 5 % ve srovnání s 2 % v západní Evropě a 4 % ve Spojených 
státech. 

• Nárůst v reklamě:  Vzhledem k tomu, že nadnárodní společnosti si zakládají a budují postavení na 
trzích ve střední a východní Evropě, dochází na našich trzích k podstatnému nárůstu celkových výdajů 
na reklamu. Celkové výdaje na reklamu jako procento HDP v zemích, kde působíme, dle našeho 
odhadu v průměru činily v r. 2005 přibližně 0,48 %, ve srovnání s přibližně 0,66 % v zemích západní 
Evropy včetně Rakouska, Belgie, Dánska, Finska, Francie, Německa, Řecka, Irska, Itálie, Nizozemska, 
Norska, Portugalska, Španělska, Švédska, Švýcarska a Spojeného království. 

• Vysoké podíly televizní reklamy jako procenta celkové reklamy:  Televize je ve střední a východní 
Evropě hlavním reklamním médiem a v zemích, v nichž působíme, na ni připadá v průměru 50 % 
celkových výdajů na reklamu. 

Konkurenční výhody 

Domníváme se, že v zemích, kde působíme, máme na trzích televizní reklamy silné konkurenční postavení, a to 
z následujících důvodů: 

Zavedené vedoucí postavení na trhu 

Upoutáváme a udržujeme si diváckou obec s demografickými parametry vyhledávanými zadavateli reklamy a 
tento podíl sledovanosti proměňujeme na podíl na trhu televizní reklamy.  Na našich klíčových trzích v České 
republice, Rumunsku, Slovenské republice, Slovinsku a na Ukrajině jsme na prvním resp. druhém místě co do 
celoplošného denního podílu sledovanosti. Naše schopnost proměnit podíl sledovanosti na podstatně vyšší podíl 
na trhu televizní reklamy je založena na vysokém podílu sledovanosti, příznivých demografických parametrech 
a účinném řízení prodeje reklamního času.  Domníváme se, že náš podíl na trhu televizní reklamy je na našich 
hlavních trzích v průměru 1,9krát vyšší než náš podíl sledovanosti.  

Vysoké bariéry vstupu 

Domníváme se, že na trzích, kde působíme, je nízká pravděpodobnost zavedení nových pozemních televizních 
kanálů a že noví soutěžitelé na těchto trzích budou čelit značným překážkám vstupu, zejména z následujících 
důvodů: 

• pro nové soutěžitele nejsou k dispozici frekvence pro celoplošné analogové pozemní vysílání; 

• k dosažení kritického podílu sledovanosti, jakého jsme již docílili na našich hlavních trzích a který má 
zásadní význam pro upoutání a udržení zadavatelů reklamy, by byly nezbytné značné finanční 
investice; a 

• relativně málo rozvinutá infrastruktura kabelové televize a nízký podíl domácností se satelitním a 
kabelovým příjmem na trzích, kde působíme, brání samostatným kanálům kabelové a satelitní televize 
v účinné soutěži o diváky či podíl na trhu televizní reklamy. 

Přední producent místních televizních programů 

Domníváme se, že náš úspěch v upoutávání a udržování velkých diváckých obcí a v proměňování našeho podílu 
sledovanosti na příjmy je výsledkem naší strategie v oblasti programové nabídky.  Udržujeme dlouhodobou 
politiku investování do práv na zařazování oblíbených filmů a seriálů do programové nabídky.  Kromě toho 
investujeme do výroby přitažlivých a inovačních tuzemských programů.  Naše stanice produkují široký záběr 
programové nabídky včetně zpráv, talk show, soutěží, dramat a situačních komedií.  V průměru 31 % časového 
rozvrhu pozemních kanálů sestává z lokálně vyrobených programů, a předpokládáme, že tento podíl se bude 
dále zvyšovat.  Domníváme se, že naše schopnost získávat práva k populárním zahraničním programům a 
nadále produkovat úspěšnou tuzemskou programovou nabídku nám na trzích, kde působíme, umožní pokračovat 
v dosahování velkých diváckých obcí. 
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Zkušený management na celopodnikové a místní úrovni 

Domníváme se, že náš dosavadní úspěch je do značné míry zásluhou našeho managementu, a to jak na 
celopodnikové, tak na místní úrovni.  Náš vrcholový manažerský tým má v úhrnu více než 90 let zkušeností v 
televizním vysílání nebo obecně v oblasti médií, a podílel se na vypracování a realizaci obchodních strategií naší 
činnosti.  Naše místní manažerské týmy, které se zabývají operativním řízením našich televizních kanálů, vyšly 
z mediálního prostředí a poskytují cenné informace umožňující proniknout do místního vkusu, vývoje a potřeb. 

Naše strategie 

Našim strategickým cílem na trzích, kde působíme, je být hlavním komerčním provozovatelem televizního 
vysílání.  Hlavní prvky naší strategie jsou následující: 

Udržovat si přední postavení v podílu sledovanosti a podílu na trhu televizní reklamy 

Našim cílem je udržet si a dále posilovat své postavení jednoho z nejvýznamnějších poskytovatelů reklamního 
času.  Hodláme pokračovat v naší strategii tvorby a vysílání kombinace kvalitní tuzemské programové nabídky 
a prvotřídní zahraniční programové nabídky, abychom tak zadavatelům reklamy na jednotlivých trzích 
zprostředkovali diváckou obec, která svou velikostí a demografickými parametry odpovídá jejich potřebám.  

Vymezit a využít další rozvoj naší činnosti a toky příjmů 

Ke zvýšení své ziskovosti hodláme pokračovat ve vymezování a rozvoji dalších toků příjmů.  Domníváme se, že 
komerční sítě mohou zvýšit svou ziskovost zavedením nových tematických kanálů zaměřených na specifické 
okruhy diváků, což jsme úspěšně realizovali například v Rumunsku.  Náklady na zavedení nových kanálů 
můžeme snížit na minimum využitím naší existující infrastruktury a existujících obchodních značek.  Rozsáhlá 
programová nabídka a rozšířená distribuce těmito kanály by poskytly našim klientům další příležitosti pro 
reklamu.  Na trzích, kde působíme, máme rovněž v úmyslu vyvinout alternativní toky příjmů přidáním 
digitálních sítí, až bude k dispozici fyzická a regulační infrastruktura pro digitální vysílání. 

Využít ekonomického růstu na našich trzích 

Domníváme se, že na trzích, kde působíme, jsme jedním z nejvýznamnějších poskytovatelů prostoru pro 
reklamu.  Na těchto trzích, a zejména v Rumunsku a na Ukrajině, zaznamenáváme vyšší úrovně ekonomického 
růstu, a tím i růstu výdajů na televizní reklamu, než na rozvinutějších trzích.  Domníváme se, že s růstem trhů 
televizní reklamy budou silné obchodní značky spojené s našimi kanály, naše vedoucí podíly sledovanosti a 
naše atraktivní demografické parametry i nadále podporovat další růst reklamních sazeb a růst reklamních 
výnosů z naší činnosti.  Hodláme využít tohoto vývoje tím, že se zaměříme na nové inzerenty vstupující na tyto 
trhy, jimž zprostředkujeme atraktivní okruhy diváků. 

Růst prostřednictvím cílově zaměřených akvizic a konsolidace stávajících vlastnických podílů 

Hodláme rovněž pokračovat v rozvoji svého podnikání pečlivě vybranými akvizicemi, které by doplňovaly naše 
dosavadní podnikání, nebo zvýšením našeho vlastnického podílu v našich existujících provozech. 

Rizikové faktory 

Podrobnější údaje o rizikových faktorech jsou uvedeny v kapitole Amerického prospektu s titulkem „Risk 
factors“. 

Rizika spojená s naším podnikáním a operacemi 

Identifikovali jsme určité rizikové faktory související s naším podnikáním a operacemi, včetně níže uvedených: 
(i) naše provozní výsledky závisí na významu televise jako reklamního media, (ii) naše vysílací licence nemusí 
být obnovena a může být odňata, (iii) nemáme kontrolu nad vedením naši sesterské společnosti na Ukrajině a 
mohli bychom ztratit svá smluvní práva, (iv) z historického pohledu jsme vykázali čisté provozní ztráty a může 
se stát, že naše činnost nebude v budoucnu zisková, (v) naše hospodářské výsledky závisí na obecných 
ekonomických podmínkách, (vi) závazky ve formě splácení dluhů mohou mít nepříznivý dopad na naše 
podnikání, (vii) náš cash flow a kapitálové zdroje nemusí být nutně postačující k plnění budoucích závazků z 
obsluhy dluhu, (viii) jsme vystavení rizikům ve formě kolísání směnných kurzů, (ix) podnikáme na rozvojových 
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trzích, které s sebou nesou riziko ekonomické nejistoty, podjatého zacházení a ztráty podnikání, (x) naše 
struktura – tj. holdingová společnost – může omezovat dostupnost hotových peněz, (xi) může se stát, že budeme 
potřebovat další externí zdroje kapitálu, které nemusí být k dispozici za přijatelných podmínek, (xii) naše 
transakce s blízkými osobami s sebou nesou riziko střetu zájmů a opožděných plateb, což by znamenalo 
uzavírání transakcí za podmínek méně výhodných, než v případě transakcí mezi nezávislými tržními subjekty, a 
riziko negativního dopadu na cashflow, (xiii) může se stát, že nebudeme moci zabránit generálním ředitelům v 
uzavírání transakcí, které se vymykají jejich pravomoci a které nejsou v nejlepším zájmu akcionářů, (xiv) náš 
hlavní akcionář nás v podstatné míře ovládá, což může ztěžovat transakce, kde se jedná o změnu kontroly, (xv) 
naše podnikání je ovlivněno zásadními změnami technologie, které na něj mohou mít nepříznivý dopad, (xvi) 
může se stát, že nebudeme schopni včas uplatnit práva na odškodnění, nebo (xvii) vymáhání náhrady škody v 
občanskoprávním řízení a výkon rozhodnutí může být obtížný. 

Rizika týkající se kmenových akcií 

Identifikovali jsme rovněž určité rizikové faktory týkající se našich kmenových akcií, například: (i) cena 
kmenových akcií zřejmě bude nadále kolísat, (ii) ceny akcií mohou být nepříznivě ovlivněny případnými 
budoucími emisemi a prodejem našich akcií, (iii) existuje riziko, že se na nás začnou vztahovat pravidla 
upravující pasivní zahraniční investice dle daňových předpisů USA; (iv) může se stát, že nebudeme vyplácet 
dividendy z kmenových akcií třídy A. 
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SOUHRNNÉ INFORMACE O NABÍDCE 

 

Nabízené kmenové akcie třídy A ............  2 200 000 kusů akcií (2 530 000 akcií, pokud bude v plném 
rozsahu uplatněna opce upisovatelů) 

Kmenové akcie v oběhu bezprostředně 
po této nabídce: 

 

 Třída A ..............................................  33 257 994 kusů akcií 

 Třída B ..............................................  6 966 533 kusů  akcií 

 Celkem...............................................  40 224 527 kusů akcií 

Účel použití výnosu ..................................  Čistý výnos této nabídky bude podle našeho odhadu ve výši 
přibližně144,2 mil. USD.  Tento čistý výnos hodláme použít pro 
všeobecné účely společnosti, včetně potenciální akvizice dalších 
podílů ve stávajících provozech, dalších investic do rozšiřování 
stávajících provozů nebo investic do vývoje nových zdrojů 
výnosů.  Viz kapitola „Účel použití výnosu” níže.  

Dividendová politika................................  Nikdy jsme nevyhlásili ani nevyplatili žádné dividendy, ani 
nepředpokládáme jejich vyplacení v dohledné budoucnosti.  
Případný zisk si v současné době hodláme ponechat pro účely 
rozvoje podnikatelské činnosti. 

Hlasovací práva .......................................  Kmenové akcie třídy A a Kmenové akcie třídy B jsou obecně 
vzato v podstatě identické a hlasovací práva s nimi spojená jsou 
vykonávána společně. Kromě toho má každá třída akcií následující 
charakteristiky: 

 Třída A ..............................................  Jeden hlas na každou akcii ve všech záležitostech, o nichž jsou 
akcionáři oprávněni hlasovat, včetně volby a odvolávání členů 
představenstva. 

 Třída B ..............................................  10 hlasů na jednu akcii ve všech záležitostech, o nichž jsou 
akcionáři oprávněni hlasovat, včetně volby a odvolávání členů 
představenstva. 

Kotace na trhu Nasdaq a na BCCP........  Kmenové akcie třídy A jsou kotovány na trhu Nasdaq National 
Market a Burze cenných papírů Praha pod symbolem „CETV“. 

Rizikové faktory.......................................  Viz část „Risk factors“ začínající na straně 11 Amerického 
prospektu, která podrobněji popisuje faktory, které byste měli 
pečlivě uvážit, než se rozhodnete investovat do našich Kmenových 
akcií třídy A. 

 

Kmenové akcie v oběhu bezprostředně po nabídce sestávají z 38 024 527 kusů akcií v oběhu ke dni 6. března 
2006, s vyloučením 1 115 275 kusů Kmenových akcií, na něž se vztahuje opce ke dni 6. března 2006, za vážený 
průměrný kurz ve výši 23,43 USD na akcii. 

Pokud není uvedeno jinak, informace uvedené v tomto prospektu nepřihlížejí k uplatnění opce upisovatelů na 
koupi dalších akcií v případě, že prodají více než 2 200 000 kusů akcií. 
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SHRNUTÍ HISTORICKÝCH A PROFORMA FINANČNÍCH ÚDAJŮ  

Následující finanční údaje by měly být posuzovány ve spojení s informacemi uvedenými v kapitole „Popis a 
analýza finanční situace a výsledků hospodaření ze strany vedení” a ve spojení s našimi konsolidovanými 
účetními závěrkami a jejich přílohami, obsaženými ve Výroční zprávě vypracované formou Formuláře 10-K pro 
finanční rok končící 31. prosince 2005, ve znění formuláře 10-K/A podaného americké Komisi pro cenné papíry 
dne 15. března 2006, začleněné do Amerického prospektu formou odkazu. 

V následujících tabulkách jsou uvedeny vybrané konsolidované finanční údaje za roky končící 31. prosince 
2005, 2004, 2003, 2002 a 2001.  Konsolidované výkazy provozních údajů za roky končící 31. prosince 2005, 
2004 a 2003 a údaje rozvahy ke dni 31. prosince 2005 a 31. prosince 2004 jsme převzali z konsolidovaných 
auditovaných účetních závěrek obsažených ve Výroční zprávě vypracované formou Formuláře 10-K pro 
finanční rok končící 31. prosince 2005, ve znění formuláře 10-K/A podaného americké Komisi pro cenné papíry 
dne 15. března 2006, začleněné do Amerického prospektu formou odkazu. 

Souhrnné neauditované proforma konsolidované finanční údaje za období dvanácti měsíců končící 31. prosince 
2005 byly odvozeny z našich neauditovaných souhrnných proforma konsolidovaných finančních údajů 
uvedených v jiných částech tohoto prospektu. Souhrnné neauditované proforma konsolidované finanční údaje 
jsou pouze orientační a neprezentují, jaké by byly naše hospodářské výsledky a finanční situace, kdyby se 
transakce skutečně uskutečnily v daný den, ani nepředvídají výsledky za jakékoli budoucí období nebo naši 
finanční situaci k jakémukoli budoucímu datu. 

 



 

 

   
 

 
 

16 

 

 

 Za rok končící dne 31. prosince 

 2005 (3) 2004 2003 2002 2001 

 (v tis. USD, kromě údajů vztažených na jednu akcii)  

Proforma 
údaje za 

rok 
končící 

31. 
prosince 

2005 
(neaudito

vané) 

Konsolidovaný výsledek hospodaření z provozní činnosti:    
Čisté výnosy $ 400,978 $ 182,339 $ 124,978 $ 99,143 $ 84,116 $ 483,102 

Provozní zisky /(ztráty) 52,369 18,740 (4,410) 1,466 (8,315) 84,854 

Čistý zisk (ztráta) z trvajících provozů 43,008 16,007 (24,201) (25,106) (25,240) 60,839 

(Ztráta) / zisk z ukončených provozů (1) (513) 2,524 370,213 10,922 3,129 (513) 

Čistý zisk/(ztráta) $ 42,495 $ 18,531 $ 346,012 $ (14,184) $ (22,111) $ 60,326 

       

Ostatní údaje       

Nepeněžité odměny založené na akciích 2,954 10,102 13,209 3,754 - 2,954 

Odpisy stálých aktiv a ostatních 
nehmotných aktiv  

27,912 7,010 5,362 7,084 11,532 36,109 

       

Údaje vztažené na akcii: (2)       

Čistý zisk/(ztráta) na jednu kmenovou 
akcii z: 

      

Trvajících provozů – základní $ 1.24 $ 0.57 $ (0.91) $ (0.95) $ (0.95) $ 1,62 

Trvajících provozů – zředěný 1.21 0.55 (0.91) (0.95) (0.95) 1,58 

Ukončených provozů – základní (0.01) 0.09 13.97 0.41 0.12 (0,01) 

Ukončených provozů – zředěný (0.01) 0.09 13.97 0.41 0.12 (0,01) 

Čistý zisk/(ztráta) – základní 1.23 0.66 13.06 (0.54) (0.84) 1,60 

Čistý zisk/(ztráta) – zředěný $ 1.20 $ 0.64 $ 13.06 $ (0.54) $ (0.84) 1,57 

Vážený průměrný počet kmenových akcií 
použitý ve výpočtu částek vztažených na 
akcii    (v tis.) 

      

Základní 34,664 27,871 26,492 26,451 26,449 37,660 

Zředěný 35,430 29,100 26,492 26,451 26,449 38,426 

       

Konsolidované údaje z rozvahy:       

Oběžná aktiva $ 286,926 $ 265,049 $ 266,891 $ 109,558 $ 81,024  

Stálá aktiva 1,101,924 179,590 101,861 74,464 75,114  

Aktiva celkem 1,388,850 444,639 368,752 184,022 156,138  

Oběžná pasiva 206,961 109,745 71,116 77,156 79,619  

Stálá pasiva 488,099 18,965 23,118 200,723 165,225  

Minoritní podíly 13,237 4,861 994 2,019 90  

Vlastní kapitál/(deficit) 680,553  311,068  273,524  (95,876) (88,796)  

Pasiva a vlastní kapitál celkem $1,388,850 $ 444,639 $ 368,752 $ 184,022 $ 156,138  
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(1) V r. 2003 jsme prodali 93,2 % účastnický podíl v CNTS, naší bývalé české provozní společnosti, společnosti PPF. V r. 2000 jsme 
prodali prakticky všechny své maďarské provozy společnosti SBS.  Provozy v České republice a v Maďarsku jsou v naší účetní 
závěrce prezentovány pro všechna období jako ukončené provozy. 

(2) Všechny údaje vztažené na jednu akcii byly upraveny s ohledem na dělení akcií v poměru 2:1, k nimž došlo 10. ledna 2003 a 5. 
listopadu 2003. 

(3) Konsolidované údaje z rozvahy a konsolidovaný výsledek hospodaření z provozní činnosti za rok 2005 odrážejí dopad akvizice 
skupiny TV NOVA (Česká republika) v květnu 2005. 

 

 



 

   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PŘÍLOHA I – AMERICKÝ PROSPEKT 

 
 
 
 
 

________________ 
 

Americký prospekt, který tvoří Přílohu I tohoto Prospektu, byl vypracován pro účely veřejné nabídky 
Kmenových akcií třídy A ve Spojených státech.  Tento český dokument je naproti tomu určen zejména pro 
účely přijetí Kmenových akcií třídy A k obchodování na hlavním trhu BCPP.  K informacím uvedeným 
v Americkém prospektu, jež se vztahují výhradně k nabídce ve Spojených státech, by nemělo být 
přihlíženo, neboť nejsou pro účely kotace na BCPP relevantní. 
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Subject to completion, dated March 15, 2006

The information in this prospectus is not complete and may be changed.

Prospectus

2,200,000 Shares

Central European Media Enterprises Ltd.

Class A common stock

This is an offering of 2,200,000 shares of Class A Common Stock of Central European Media Enterprises Ltd.

Our Class A Common Stock and Class B Common Stock vote as a single class on all matters, except as otherwise provided in
our Bye-laws or as required by law, with each share of Class A Common Stock entitling its holder to one vote and each share
of Class B Common Stock entitling its holder to ten votes.

Our Class A Common Stock is quoted on the Nasdaq National Market and on the Prague Stock Exchange under the symbol
"CETV". The last reported sale price of our Class A Common Stock on Nasdaq on March 6, 2006 was US$ 65.05.

See "Risk Factors" beginning on page 11 to read about factors you should consider before buying shares of our
Class A Common Stock.

Neither the Securities and Exchange Commission, nor any state securities commission nor any other regulatory body
has approved or disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any
representation to the contrary is a criminal offense.

   Per share   Total

Offering price  $   $  
Underwriting discounts and commissions  $   $  
Proceeds to Company, before expenses  $   $  

To the extent the underwriters sell more than 2,200,000 shares of Class A Common Stock, the underwriters have an option
for a period of 30 days to purchase up to an additional 330,000 shares of Class A Common Stock at the public offering price
less the underwriting discount.

We expect that delivery of the shares to investors will be made on or about March     , 2006.

JPMorgan  Lehman Brothers  ING
 

Ceska sporitelna, a.s.
 
Jefferies & Company

 
 

 
ThinkEquity Partners LLC

March    , 2006
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You should rely only on the information contained or incorporated by reference in this prospectus. We have not authorized
anyone to provide you with different information. We are offering to sell, and seeking offers to buy, shares of our Class A
Common Stock only in jurisdictions where offers and sales are permitted. You should not assume that the information
contained in this prospectus is accurate as of any date other than the date on the front of this prospectus, or that any
information we have incorporated by reference is accurate as of any date other than the date of the document incorporated by
reference. Our business, financial condition, results of operations and prospects may have changed since those dates.

No action is being taken in any jurisdiction outside the United States to permit a public offering of our common stock or
possession or distribution of this prospectus in that jurisdiction. Persons who come into possession of this prospectus in
jurisdictions outside the United States are required to inform themselves about and to observe any restrictions as to this
offering and the distribution of this prospectus applicable to that jurisdiction.

Unless the context otherwise indicates, the terms "CME", "we", "us", and "our" refer to Central European Media
Enterprises Ltd. and our subsidiaries and affiliates. The term "EU" refers to the European Union.

Unless otherwise noted, all statistical and financial information presented in this report has been converted into US dollars
using appropriate exchange rates. All references to `US$' or `dollars' are to US dollars, all references to `HRK' are to Croatian
kuna, all references to `CZK' are to Czech korunas, all references to `RON' are to the New Romanian lei, all references to
`SIT' are to Slovenian tolars, all references to `SKK' are to Slovak korunas, all references to `UAH' are to Ukrainian hryvna,
all references to `Euro' are to the European Union Euro and all references to `GBP' are to British Pounds. The exchange rates
as of December 31, 2005 used in this report are 6.23 HRK/US$; 24.59 CZK/US$; 3.11 RON/US$; 202.43 SIT/US$; 31.95
SKK/US$; 5.05 UAH/US$; 0.85 Euro/US$ and 0.58 GBP/US$.

i
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Where you can find more information 

We file annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange
Commission, and post copies of such filings on our website at http://www.cetv-net.com. You may read and copy any
document we file at the SEC's public reference room located at 100 F Street, N.E., Washington, D.C. 20549. Please call the
SEC at 1-800-732-0330 for further information on the operation of such public reference room. You also can request copies
of such documents, upon payment of a duplicating fee, by writing to the SEC at 100 F Street, N.E., Washington, D.C. 20549
or obtain copies of such documents from the Securities and Exchange Commission's web site at http://www.sec.gov.

Incorporation of certain documents by reference 

The Securities and Exchange Commission allows us to "incorporate by reference" the information we file with them, which
means that we can disclose important information to you by referring you to those documents. The information we
incorporate by reference is considered to be part of this prospectus and information that we file later with the Securities and
Exchange Commission automatically will update and supersede such information. We incorporate by reference the
documents listed below and any future filings we make with the Securities and Exchange Commission under Sections 13(a),
13(c), 14 or 15(d) of the Securities Exchange Act of 1934, prior to the termination of the offering of the securities covered by
this prospectus, as amended:

(1) Our Annual Report on Form 10-K for the fiscal year ended December 31, 2005, as amended by our Form 10-K/A filed
with the Commission on March 15, 2006; and 

(2) Our Current Reports on Form 8-K filed January 25, 2006, February 2, 2006, February 21, 2006 and March 2, 2006.

We are also incorporating by reference the combined balance sheets of TV Nova as of December 31, 2004 and 2003, and the
related combined statements of operations, stockholders' equity and comprehensive income, and cash flows for the years then
ended, as well as the report of KPMG Ceska republika, s.r.o., independent public accountants, with respect to those financial
statements, included in Amendment No. 2 to our Registration Statement No. 333-123922 on Form S-3 filed with the SEC on
April 28, 2005.

You may request a copy of these filings (including exhibits to such filings that we have specifically incorporated by reference
in such filings), at no cost, by writing or telephoning our offices at the following address:

CENTRAL EUROPEAN MEDIA ENTERPRISES, LTD.
Clarendon House

2 Church Street, Hamilton
HM 11 Bermuda
(441) 296-1431

2
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Forward-looking statements 

Some of the statements under "Prospectus Summary," "Risk Factors," "Management's Discussion and Analysis of Financial
Condition and Results of Operations," "Business" and elsewhere in this prospectus contain forward-looking statements,
including statements regarding:

• the renewal of broadcasting licenses in the Slovak Republic and Ukraine; 

• the impact of legal proceedings in Ukraine; 

• the results of modifying our sales strategy in the Czech Republic; 

• the impact of the reorganization of our operations in the Czech Republic and the Slovak Republic; 

• the results of additional investment in Croatia and Ukraine; 

• the impact of the acquisition of control of our operations in the Slovak Republic; 

• our ability to develop and implement multi-channel strategies generally; 

• the growth of television advertising in our markets; 

• the future economic conditions in our markets; 

• future investments in television broadcast operations; 

• the growth potential of advertising spending in our markets; and 

• other business strategies and commitments.

You can identify these forward-looking statements by the use of forward-looking words such as "outlook," "believes,"
"expects," "potential," "continues," "may," "should," "seeks," "approximately," "predicts," "intends," "plans," "estimates,"
"anticipates" or the negative version of those words or comparable words. For these statements and all other forward-looking
statements, we claim the protection of the safe harbor for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995. Forward-looking statements are inherently subject to risks and uncertainties, many of which
cannot be predicted accurately or are otherwise beyond our control and some of which might not even be anticipated. Future
events and actual results, affecting our strategic plan as well as our financial position, results of operations and cash flows,
could differ materially from those described in or contemplated by the forward-looking statements. Important factors that
contribute to such risks include, but are not limited to:

• the general regulatory environments where we operate and application of relevant laws and regulation; 

• the renewals of broadcasting licenses; 

• our ability to implement strategies regarding sales and multi-channel distribution; 

• the rate of development of advertising markets in countries where we operate; 

• our ability to acquire necessary programming and the ability to attract audiences; 

• our ability to obtain additional frequencies and licenses; 

• general market and economic conditions in these countries as well as in the United States and Western Europe; and 

• the other factors discussed under "Risk Factors" below.

3
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Summary 

This summary highlights certain information about us and the offering of our shares of Class A Common Stock. It does not
contain all information that may be relevant in making your investment decision. You should read the following summary in
conjunction with the more detailed information contained elsewhere in this prospectus including the "Risk Factors" section,
the financial statements and the related notes.

Business

We have over 12 years of experience owning and operating the leading commercial television stations in Central and Eastern
Europe. We own and operate ten television channels in six Central and Eastern European countries: the Czech and Slovak
Republics, Slovenia, Romania, Croatia and Ukraine (the first three of which are members of the EU and the next of which is
expected to accede to the EU in 2007). We broadcast to approximately 82 million people in markets with an estimated
combined television advertising spend of approximately US$ 800 million in 2005.

Our stations are ranked number one or two in terms of both television advertising market share and audience share in the
Czech Republic, Romania, the Slovak Republic, Slovenia and Ukraine. Our financial results reflect our strong position in
each of these markets. From 2001 through 2005, without giving effect to the acquisition of Nova TV (Croatia) in 2004 and
TVNova and Galaxie Sport (Czech Republic) in 2005, our combined segment net revenues and combined segment EBITDA
grew at a compound annual growth rate of 25% and 57%, respectively.(1)

(1) For a reconciliation of combined segment EBITDA to US GAAP and a reconciliation of combined segment net revenues to US GAAP, see Note 17 to
our consolidated financial statements, included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference in this prospectus.

The markets in which we operate have experienced and, we expect, will continue to experience, in the aggregate, strong
growth in gross domestic product, spending related to television advertising, and consumer spending generally. We believe
that a key driver of our growth has been and will continue to be positive economic developments in the countries in which we
operate which lead to growth in our television advertising markets. We believe another key driver of our growth has been and
will continue to be our ability to capture revenues by delivering audiences with desirable demographics to our advertising
clients. We generate advertising revenues from a high quality customer base comprised largely of blue chip multi-national
companies and, more recently, an increasing number of local advertisers. The top ten advertisers in each of our markets
contribute between 27% and 39% of our annual revenues in such countries.

In Romania, the Slovak Republic and Ukraine, we conduct our television broadcasting activities in cooperation with our local
partners. In these markets, our local partners have economic interests in our respective local operations and participate in their
management. Our local management teams have a high degree of commercial autonomy in managing the day-to-day
operations of our channels, including making decisions relating to advertising sales and programming. Our office in London
provides our group with experience and know-how in

4
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management of television broadcasting operations as well as support in financial reporting, planning and analysis.

Our registered offices are located at Clarendon House, Church Street, Hamilton HM 11 Bermuda, and our telephone number
is 441-296-1431. Certain of our subsidiaries maintain offices at Aldwych House, 81 Aldwych, London, WC2B 4HN,
England, telephone number 44-20-7430-5430/1, and DAM 5B, 2nd Floor, Royal Dam Center, 1012 JS Amsterdam, The
Netherlands.

Industry trends

The television advertising markets in which we operate have in recent years been driven by several positive factors, including
the following:

• GDP Growth: According to ING Bank and ZenithOptimedia, the estimated average real GDP growth in the
countries in which we operate was 5% in 2005 compared to 2% in the Western Europe and 4% in the United States. 

• Increase in advertising: As a result of multi-national companies establishing and building market positions in
Central and Eastern Europe, our markets have experienced significant growth in total advertising spending. We
estimate the average advertising spending as a percentage of GDP for 2005 in the countries in which we operate
was approximately 0.48%, compared to an average of approximately 0.66% in Western European countries
including Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Netherlands, Norway,
Portugal, Spain, Sweden, Switzerland, and the United Kingdom. 

• High ratios of television advertising as a percentage of total advertising: Television is the dominant advertising
medium in Central and Eastern Europe, accounting for an average of 50% of the total advertising spend in the
countries in which we operate.

Competitive strengths

We believe that we enjoy a strong competitive position in the television advertising markets in the countries in which we
operate for the following reasons:

Established leading market position

We attract and maintain audiences with demographics sought by advertisers and we turn this audience share into television
advertising market share. We are ranked first or second in terms of national all day audience share in the Czech Republic,
Romania, the Slovak Republic, Slovenia and Ukraine. Our ability to convert audience share into substantially higher
television advertising share is based on high audience share, strong demographics and effective management of sales of
advertising time. We believe that in our core markets the proportion of the television advertising market share we attract is an
average of 1.9 times greater than our audience share.

5
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High barriers to entry

We believe there is a low likelihood of new terrestrial television broadcasting channels being launched in the markets in
which we operate and any new entrants to these markets will face significant barriers, primarily due to the following reasons:

• there are no national analogue terrestrial broadcasting frequencies available to new entrants; 

• significant financial investment would be required to achieve the critical mass of audience share that we have
already achieved in our core markets, and which is essential to attracting and retaining advertising customers; and 

• the relatively underdeveloped cable infrastructure and low penetration of satellite and, to a lesser extent, cable in
the markets in which we operate prevents stand-alone cable and satellite-only channels from effectively competing
for audience or television advertising market share.

Leading producer of local television content

We believe that our success in attracting and maintaining large audiences and translating our audience share into revenues is
the result of our programming strategy. We have maintained a long-term policy of investing in programming rights for
popular films and series. In addition, we are investing in the production of appealing and innovative local programming. Our
stations produce a wide range of programming, including news, talk shows, game shows, dramas and sitcoms. On average,
31% of the schedules of our terrestrial channels consist of locally produced content and we expect that share to increase over
time. We believe that our ability to acquire rights to popular foreign programming and to continue to produce successful local
programming will enable us to continue to reach large audiences in the markets in which we operate.

Experienced corporate and local management

We believe that the success of our operations to date is largely due to our management at both the corporate and local levels.
Our senior management team has over 90 years of combined experience in either television broadcasting or the media
industry generally and has been instrumental in developing and implementing business strategies for our operations. Our local
management teams, which conduct the day to day operations of our television channels, have media backgrounds and provide
valuable insights into local tastes, developments and demands.

Our strategy

Our strategic goal is to be the leading commercial television broadcaster in the markets in which we operate. The main
elements of our strategy are as follows:

Maintain leading positions in television audience and television advertising market share

We aim to maintain and further strengthen our position as one of the most important providers of advertising space in the
markets in which we operate. We intend to continue our strategy of developing and broadcasting a mix of quality local
programming and premium

6
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foreign programming to deliver audiences to our advertisers that have the size and demographics that are most attractive to
our advertisers in our individual markets.

Identify and exploit further expansion of our activities and revenue streams

We intend to continue to identify and develop additional revenue streams in order to enhance our profitability. We believe
that commercial networks can increase profitability through the introduction of new thematic channels targeted at specific
audiences, as we have, for example, done successfully in Romania. We can minimize the cost of launching new channels by
leveraging our existing infrastructure and existing brands. Our extensive programming assets and expanded distribution
through such channels would provide our customers with additional advertising opportunities. We also intend to develop
alternative revenue streams by adding digital networks in the markets in which we operate when the physical and regulatory
infrastructure for digital broadcasting is in place.

Capitalize on the economic growth in our markets

We believe that we are one of the most important providers of advertising space in the markets in which we operate. In these
markets, particularly in Romania and Ukraine, we are experiencing higher levels of economic growth and consequently
growth in television advertising spend than in more developed markets. We believe that the strong brands associated with our
channels, our leading audience shares and our attractive demographics will continue to support increases in advertising rates
and the growth of advertising revenues from our operations as television advertising markets continue to grow. We also
intend to benefit from these developments by targeting new advertising clients entering these markets and delivering to them
attractive audiences.

Growth through targeted acquisitions and consolidation of existing ownership interests

We also intend to expand our business further through carefully selected acquisitions that would complement our existing
business or by increasing our ownership share in our existing operations.

7
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The offering 

Class A common stock
offered by us

 
2,200,000 shares (2,530,000 shares if the underwriters' option is exercised in full)

 
Common stock outstanding
immediately after this
offering:

 
 

 
 

  
Class A

 
 

 
33,257,994 shares

  
Class B

 
 

 
6,966,533 shares

   
Total

 
 

 
40,224,527 shares

 
Use of proceeds

 
 

 
We estimate that our net proceeds from this offering will be approximately
US$144.2 million. We intend to use these net proceeds for general corporate purposes,
including the possible acquisition of additional shareholdings in our current operations,
further investment in the expansion of existing operations or investment in the
development of new revenue opportunities. See "Use of Proceeds" below.

 
Dividend policy

 
 

 
We have never declared or paid dividends on our capital stock. We do not expect to pay
any dividends in the foreseeable future. We currently intend to retain our earnings for the
development of our business.

 
Voting rights

 
 

 
In general, our shares of Class A Common Stock and Class B Common Stock are
substantially identical and vote together as a single class. In additional, each class of stock
has the following characteristics:

  
Class A

 
 

 
One vote per share for all matters on which shareholders are entitled to vote, including the
election and removal of directors.

  
Class B

 
 

 
10 votes per share for all matters on which the shareholders are entitled to vote, including
the election and removal of directors.

 
Nasdaq and Prague stock
exchange listings

 
 

 
Our Class A Common Stock is quoted on the Nasdaq National Market and the Prague
Stock Exchange under the symbol "CETV".

 
Risk factors

 
 

 
See "Risk Factors" beginning on page 12 of this prospectus for a discussion of factors that
you should carefully consider before deciding to invest in shares of our Class A Common
Stock.

The Common Stock outstanding immediately after the offering is based on 38,024,527 shares outstanding as of March 6,
2006 and excludes 1,115,275 shares of Common Stock subject to options outstanding as of March 6, 2006, at a weighted
average price of $23.43 per share.

Except as otherwise stated, the information in this prospectus does not take into account the exercise of the underwriters'
option to purchase additional shares in the event the underwriters sell more than 2,200,000 shares.
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Summary historical and pro forma financial information 

You should read the following financial information together with the information under "Management's Discussion and
Analysis of Financial Condition and Results of Operations," and with our consolidated financial statements and related notes
to those statements included in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus.

The following table sets forth our selected consolidated financial data for each of the years ended December 31, 2005, 2004,
2003, 2002 and 2001. We have derived the consolidated statements of operations data for the years ended December 31,
2005, 2004 and 2003 and the balance sheet information as of December 31, 2005 and December 31, 2004 from the
consolidated audited financial statements included our Annual Report on Form 10-K for the fiscal year ended December 31,
2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is
incorporated by reference into this prospectus.

The summary unaudited pro forma consolidated financial information for the twelve months ended December 31, 2005 has
been derived from our unaudited condensed pro forma consolidated financial information included elsewhere in this
prospectus. The summary unaudited pro forma consolidated financial information is for informational purposes only, and
does not purport to present what our results of operations and financial condition would have been had these transactions
actually occurred on the date specified, nor does it project our results of operations for any future period or our financial
condition at any future date.

 
    
  

For the years ended December 31,
 

(US$ 000's, except per share data)

 

2005(3)

 

2004

 

2003

 

2002

 

2001

 

Pro forma for
the year ended
December 31,

2005

 
 

            

(unaudited)

 
Consolidated statement of operations data:                    
Net revenues  $ 400,978  $ 182,339  $ 124,978  $ 99,143  $ 84,116  $ 483,102  
Operating income/(loss)   52,369   18,740   (4,410 )  1,466   (8,315 )  84,854  
Net income/(loss) from continuing operations   43,008   16,007   (24,201 )  (25,106 )  (25,240 )  60,839  
(Loss)/income on discontinued operations(1)   (513 )  2,524   370,213   10,922   3,129   (513 )
   
Net income/(loss)  $ 42,495  $ 18,531  $ 346,012  $ (14,184 ) $ (22,111 ) $ 60,326  
   
Other data:                    
Non cash stock-based compensation   2,954   10,102   13,209   3,754   —  2,954  
Depreciation of fixed and intangible assets   27,912   7,010   5,362   7,084   11,532   36,109  
Per share data:(2)                    
Net income/(loss) per common share from:                    
Continuing operations—basic  $ 1.24  $ 0.57  $ (0.91 ) $ (0.95 ) $ (0.95 ) $ 1.62  
Continuing operations—diluted   1.21   0.55   (0.91 )  (0.95 )  (0.95 )  1.58  
Discontinued operations—basic   (0.01 )  0.09   13.97   0.41   0.12   (0.01 )
Discontinued operations—diluted   (0.01 )  0.09   13.97   0.41   0.12   (0.01 )
Net income/(loss)—basic   1.23   0.66   13.06   (0.54 )  (0.84 )  1.60  
Net income/(loss)—diluted  $ 1.20  $ 0.64  $ 13.06  $ (0.54 ) $ (0.84 ) $ 1.57  
Weighted average common shares used in
computing per share amounts (000s)                    
Basic   34,664   27,871   26,492   26,451   26,449   37,660  
Diluted   35,430   29,100   26,492   26,451   26,449   38,426  
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As at December 31,

  
(US$ 000's, except per share data)

 

2005(3)

 

2004

 

2003

 

2002

 

2001

  

Consolidated balance sheet data:                  
Current assets  $ 286,926  $ 265,049  $ 266,891  $ 109,558  $ 81,024   
Non-current assets   1,101,924   179,590   101,861   74,464   75,114   
    
 Total assets   1,388,850   444,639   368,752   184,022   156,138   
    
Current liabilities   206,961   109,745   71,116   77,156   79,619   
Non-current liabilities   488,099   18,965   23,118   200,723   165,225   
Minority interests   13,237   4,861   994   2,019   90   
Shareholders' equity/(deficit)   680,553   311,068   273,524   (95,876 )  (88,796 )  
    
Total liabilities and shareholders' equity  $ 1,388,850  $ 444,639  $ 368,752  $ 184,022  $ 156,138   

(1) In 2003 we sold our 93.2% participation interest in CNTS, our former Czech operating company, to PPF. In 2000 we sold substantially all of our
Hungarian operations to SBS. Our financial statements present our former operations in the Czech Republic and Hungary as discontinued operations
for all periods. 

(2) All per share data has been adjusted for the two-for-one stock splits which occurred on August 22, 2002, January 10, 2003 and November 5, 2003. 

(3) The Consolidated Balance Sheet data and Consolidated Statements of Operations data for 2005 reflect the effect of our acquisition of the TV NOVA
(Czech Republic) group in May 2005.

10



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:12
Created: 15-MAR-2006;14:44

User: JPERLST
File: DISK133:[06NYC7.06NYC2277]DE2277A.;11 Folio: 11Chksum: 241978

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 13

Risk factors 

This prospectus contains forward-looking statements that involve risks and uncertainties. See "Forward-looking Statements"
above. Our actual results in the future could differ materially from those anticipated in these forward-looking statements as a
result of certain factors, including the risks described below and elsewhere in this prospectus. You should carefully consider
the following risks in addition to the other information contained in this prospectus and the documents to which we have
referred you, before deciding to invest in shares of our Class A Common Stock.

Risks relating to our business and operations

Our operating results are dependent on the importance of television as an advertising medium

We generate almost all of our revenues from the sale of advertising airtime on television channels in our markets. In the
advertising market, television competes with various other advertising media, such as print, radio, the internet and outdoor
advertising. In all of the countries in which we operate, television constitutes the single largest component of all advertising
spending. There can be no assurances that the television advertising market will maintain its current position among
advertising media or that changes in the regulatory environment will not favor other advertising media or other television
broadcasters. Increases in competition among advertising media arising from the development of new forms of advertising
media could have an adverse effect on our maintaining and developing our advertising revenues and, as a result, on our
results of operations and cash flows.

Our advertising revenues depend on our stations' technical reach, the pricing of advertising time, television viewing levels,
changes in audience preferences, shifts in population and other demographics, technological developments relating to media
and broadcasting, competition from other broadcasters and other media operators, and seasonal trends in the advertising
market in the countries in which we operate. There can be no assurance that we will be able to continue to respond
successfully to such developments. Any decline in the appeal of television generally or of our channels specifically, whether
as a result of the growth in popularity of other forms of media or a decline in the attractiveness of television as an advertising
medium, could have a material adverse effect on our results of operations and cash flows.

Our broadcasting licenses may not be renewed and may be subject to revocation

We require broadcasting and, in some cases, distribution licenses as well as other authorizations from national regulatory
authorities in our markets in order to conduct our broadcasting business. Our current broadcasting licenses expire at various
times between 2006 and 2019, including the broadcasting license covering fifteen hours (primarily prime and off prime time)
in Ukraine which expires in December 2006. We cannot guarantee that our current licenses or other authorizations will be
renewed or that they will not be subject to revocation, particularly in Ukraine, where there is relatively greater political risk as
a result of less developed political and legal institutions. The failure to comply in all material respects with the terms of
broadcasting licenses or other authorizations may result in such licenses or other authorizations not being renewed or
otherwise terminated. Furthermore, no assurances can be given that new licenses will be issued, that extensions of licenses
will be issued on the same
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terms as existing licenses or that further restrictions or conditions will not be imposed in the future. Any non-renewal or
termination of broadcasting licenses or other authorizations or material modification of the terms of any renewed licenses
may have a material adverse effect on our operations.

We do not have management control of our affiliate in Ukraine and could lose our contractual rights

We own certain of our operations through subsidiaries and affiliates jointly with strategic partners. We have management
control over the subsidiaries in which we have a majority interest. However, in the license company for the Studio 1+1 Group
in Ukraine, in which we hold only an indirect 18% ownership interest, we do not have an ownership interest that is sufficient
to allow us to assert management control and affirmatively direct the operations, strategies and financial decisions of this
company and we rely principally on contractual rights to protect and maintain our 60% beneficial interest in Studio 1+1.
Therefore, without the consent of our partners, we may be unable to cause this company to distribute funds, to implement
strategies or to make programming decisions that we might favor.

In addition, the 70% ownership interest in Studio 1+1 that is held by our partner Alexander Rodnyansky is the subject of
litigation in Ukraine (see "Legal Proceedings, Ukraine"). In the event of an adverse outcome which results in the ownership
of 70% of Studio 1+1 being transferred from Mr. Rodnyanksy to the claimant Igor Kolomoiski pursuant to a court decision,
we may not be able to secure and enforce our contractual rights to a 60% economic interest in Studio 1+1 or rights related to
the governance of Studio 1+1 against Mr. Kolomoiski. A reduction in our right to future distributable cash from Studio 1+1
would have an adverse impact on our financial position and results of operations.

We have a history of net operating losses and our operations may not be profitable in the future

The year ended December 31, 2004 was the first year in which we recorded net income from continuing operations. In
preceding years since our incorporation, we recorded net operating losses from continuing operations. As of December 31,
2005, we had an accumulated deficit of US$ 45.0 million.

Our ability to generate operating profits and net income in the future will depend on a number of factors, including our ability
to generate advertising revenues, which is affected by our ability to attract and maintain audiences, to develop additional
revenue streams and to control costs in all areas of our operations. Although we intend to continue to invest in the acquisition
of new channels and the development of further thematic channels, such investments may not be successful and we may incur
significant losses in the future.

Our ability to generate operating profits and net income from our operations is also affected by a number of external factors
over which we have no control, such as the level of economic growth, general economic conditions and consumer and
advertising spending in our markets.

Our operating results are dependent on general economic conditions

The results of our operations rely heavily on advertising revenue, and demand for advertising is affected by prevailing general
economic conditions. Adverse economic conditions generally and downturns in the economies of our operating countries
specifically are likely to negatively
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impact the advertising industries in those countries and, consequently, the results of our operations. Declines in the level of
business activity of our advertising customers may have a material adverse effect in the future on our revenues and results of
operations. Although recently there has been growth in the economies of our operating countries, there can be no assurance
that this trend will continue or that any such improvement in general economic conditions will generate increased advertising
revenue for our group. Global and local downturns in the general economic environment may cause our customers to reduce
the amounts they spend on advertising, which could result in a decrease in demand for our advertising airtime. This would
adversely affect our business, financial condition, results of operations and cash flow.

Our debt service obligations may adversely affect our business

We anticipate that our high leverage will continue for the foreseeable future. Our high leverage could have important
consequences to our business and results of operations, including but not limited to the following: our vulnerability to a
downturn in our business or economic and industry conditions has increased; our ability to obtain additional financing to fund
future working capital, capital expenditures, business opportunities and other corporate requirements has been limited; we
may have a higher level of debt than certain of our competitors, which may put us at a competitive disadvantage; a substantial
portion of our cash flow from operations is required to be dedicated to the payment of principal of, and interest on, our
indebtedness, which means that this cash flow is not available to fund our operations, capital expenditures or other corporate
purposes; and our flexibility in planning for, or reacting to, changes in our business, the competitive environment and the
industry in which we operate has been limited. Any of these or other consequences or events could have a material adverse
effect on our ability to satisfy our debt obligations and would therefore have potentially harmful consequences for the
development of our business and strategic plan.

Our cash flow and capital resources may not be sufficient for future debt service obligations

Our ability to make debt service payments on our debt depends on our future operating performance and our ability to
generate sufficient cash, which in turn depends in part on factors that are not within our control, including general economic,
financial, competitive, market, legislative, regulatory and other factors. If our cash flow and capital resources are insufficient
to fund our debt service obligations, we would face substantial liquidity problems and we may be obliged to reduce or delay
capital or other material expenditures at our stations, restructure our debt, obtain additional debt or equity capital (if available
on acceptable terms), or dispose of material assets or businesses to meet our debt service and other obligations. It may not be
possible to accomplish any of these alternatives on a timely basis or on satisfactory terms, if at all.

We are subject to risks relating to fluctuations in exchange rates

Our reporting currency is the US dollar but a significant portion of our consolidated revenues and costs are in other
currencies, including programming rights expenses and interest on debt. Furthermore, our functional currency in Romania
and Ukraine is the US dollar. This is subject to annual review in accordance with FAS 52 "Foreign Currency Translation" and
new circumstances that may be identified during these annual reviews may result in use of functional currencies in these
markets that differ from our reporting currency. In addition, our Senior Notes are
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denominated in the Euro currency. Changes in exchange rates may have an adverse effect on our reported results of
operations and financial condition.

For a detailed analysis of our exposure to exchange rate risk, see Part II, Item 7A, "Quantitative and Qualitative Disclosures
about Market Risk" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus.

Our operations are in developing markets where there is a risk of economic uncertainty, biased treatment and loss of
business

Our revenue generating operations are located in Central and Eastern Europe. Countries in this region have economic, legal
and tax systems, standards of corporate governance, business practices and political systems that continue to develop.
Government policies could be altered significantly, especially in the event of a change in political leadership, and the risk of
the occurrence of social or political disruption or unforeseen circumstances affecting economic, political or social life is
greater than in Western economies. Legal and regulatory systems could be subject to political pressures. These markets
present different risks from those posed by investments in developed markets, including potential instability, legal and
economic risks, potential political influence on media, inconsistent application of tax and legal regulations, and other general
business risks. In addition, we operate in most of our markets with local shareholders, which presents a potential for biased
treatment of us by local regulators or before the local courts in the event of disputes involving our local shareholders or our
investments. If such a dispute occurs, those regulators or those courts might favor local interests over our interests. Ultimately
this could lead to loss of our business operations, as occurred in the Czech Republic in 1999.

Our holding company structure may limit our access to cash

We are a holding company and we conduct our operations through subsidiaries and affiliates. The primary internal source of
our cash to fund our corporate operating expenses as well as service our existing and future debt depends on debt repayments
from our subsidiaries, the earnings of our operating subsidiaries and earnings generated from our equity interest in certain of
our affiliates and distributions of such earnings to us. Substantially all of our assets consist of shares in and loans to our
subsidiaries. We currently rely on the repayment of inter-company indebtedness and the declaration of dividends to receive
distributions of cash from our operating subsidiaries and affiliates. The distribution of dividends is generally subject to
conformity with requirements of local law, including the funding of a reserve account, and, in certain instances, the
affirmative vote of our partners. If our operating subsidiaries or affiliates are unable to distribute to us funds to which we are
entitled, we may be unable to cover our corporate operating expenses. Such inability would have a material adverse effect on
our results of operations.

We may require additional external sources of capital, which may not be available on acceptable terms

The acquisition, ownership and operation of television broadcasting operations requires substantial capital investment. Our
total capital requirements are based on our estimates of future operating results, which are based on a variety of assumptions
that may prove to be
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inaccurate. If our assumptions prove to be inaccurate, if our assumptions or plans change, or if our costs increase due to
unanticipated competitive pressures or other unanticipated developments, we may need to obtain additional financing.
Sources of financing may include public or private debt or equity financings, proceeds from the sale of assets or other
financing arrangements. Any additional equity or equity-linked financings may dilute the economic interest of the holders of
our Common Stock. In addition, it is not possible to ensure that such financings will be available within the limitations on the
incurrence of additional indebtedness contained in the Indenture pursuant to which our Senior Notes were issued.
Furthermore, such financings may not be available on acceptable terms, or may be subject to limits on the incurrence of
indebtedness under the Indenture.

Our related party transactions may involve risks of conflicts of interest and delayed payments resulting in the conclusion
of transactions on less favorable terms than could be obtained in arms length transactions and the risk of a negative
impact on cashflow

In Romania, the Slovak Republic and Ukraine, the local shareholders of our television operating companies are individuals
with other business interests in those countries, including interests in media-related companies. In Romania our general
director is also a shareholder in our company. Our local operating companies enter into transactions with parties related to our
local shareholders and general directors, including barter transactions. We also have one loan outstanding to one of our local
shareholders which was negotiated on arms length terms. Some or all of these transactions may present conflicts of interest
that may in turn result in the conclusion of transactions on terms that are not arms length, which could adversely impact our
results of operations.

In addition, some related party receivables have been collected more slowly than unrelated third party receivables which has
resulted in slower cashflow to our operating companies to the detriment of our shareholders.

It is likely that our subsidiaries will continue to enter into related party transactions in the future. As a result, there is a
continuing risk that related party transactions will have a negative impact on cashflows.

We may not be able to prevent our general directors from entering into transactions that are outside their authority and
not in the best interests of shareholders

The general directors of our operating companies have significant management authority on a local level, subject to the
overall supervision by the corresponding company board of directors. In the past, our internal controls have detected
transactions that have been concluded by a general director acting outside his authority. Internal controls are not able to
prevent a general director from acting outside his authority, particularly if a related party relationship remains undisclosed to
us. There is therefore a risk that a general director may act outside his authority and that our operating companies will enter
into transactions that are not duly authorized. Unauthorized transactions may not be in the best interests of our shareholders
and may have an adverse impact on our results of operations.

Our principal shareholder exercises significant control over us, which may impede change of control transactions.

As of March 6, 2006 Ronald S. Lauder owns beneficially approximately 15.81% of our outstanding capital stock and 59.13%
of our voting power, except where a separate class vote
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is required by Bermuda law. Mr. Lauder has the ability to control the election of our Board of Directors and thus our direction
and future operations without the supporting vote of any other shareholder, including decisions regarding acquisitions and
other business opportunities (except with respect to a "going private" transaction between us and Mr. Lauder), the declaration
of dividends and the issuance of additional shares of Class A Common Stock and other securities. This concentration of
ownership may have the effect of delaying, deferring or preventing a change of control, a transaction which might otherwise
be beneficial to shareholders.

Our business is subject to significant changes in technology that could adversely affect our business

The television broadcasting industry may be affected by rapid changes in technology. The implementation of new
technologies and the introduction of broadcasting distribution systems other than analogue terrestrial broadcasting, such as
digital broadcasting, internet protocol transmissions, cable and satellite distribution systems, could adversely affect our
businesses. Television broadcasting markets may face further competition from, and could be required to expend substantial
financial and managerial resources on, the implementation of new broadcasting technologies. Countries in which we have
operations have plans to migrate from analogue terrestrial broadcasting to digital terrestrial broadcasting. Each country has
independent plans with differing time frames and regulatory regimes. The specific timing in any country is not fully known
and we cannot predict the effect of such migration on our existing operations or predict our ability to receive any additional
rights to broadcast if such additional rights should be required under any relevant regulatory regime. We may be required to
commit substantial financial and other resources to the implementation of new technologies. We may be required to make
substantial additional capital investment in order to implement digital terrestrial broadcasting and the use of alternative
distribution systems may require us to acquire additional distribution and content rights. In light of our increased leverage
position following the acquisition of the TV Nova (Czech Republic) group, we may not have access to resources sufficient to
make such investments.

We may not be able to enforce our indemnification rights in a timely manner

Under the purchase agreement for the TV Nova (Czech Republic) group, PPF and certain of its affiliates have agreed to
indemnify us for a limited period of time up to the full amount of the purchase price paid by us for the TV Nova (Czech
Republic) group for a series of events and circumstances, including claims relating to taxes and claims brought by certain
former shareholders of the TV Nova (Czech Republic) group. If we make an indemnification claim and we do not receive an
indemnification payment or if such payment is delayed or contested, it may have a material adverse effect on our ability to
make any required repayments under the terms of the Senior Notes or other indebtedness or may adversely affect our results
of operations.

Enforcement of civil liabilities and judgments may be difficult

Central European Media Enterprises Ltd. is a Bermuda company. As a result, the rights of holders of our shares will be
governed by Bermuda law and our memorandum of association and bye-laws. The rights of shareholders under Bermuda law
may differ from the rights of shareholders of companies incorporated in other jurisdictions. Substantially all of our assets and
all of our operations are located, and all of our revenues are derived, outside the United States
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of America. In addition, several of our directors and officers are non-residents of the United States of America, and all or a
substantial portion of their assets are or may be located outside the United States of America. As a result, investors may be
unable to effect service of process on those persons in the United States of America, or to enforce in the United States
judgments obtained in American courts against us or those persons, including judgments based upon the civil liability
provisions of American federal and state securities laws. There is uncertainty as to whether the courts of Bermuda and the
courts in the countries in which we operate would enforce judgments obtained in other jurisdictions, including the United
States of America, against us or such persons based upon the securities laws of those jurisdictions or entertain actions in
Bermuda or in such other countries against us or such persons based on the securities laws of other jurisdictions.

Our bye-laws restrict shareholders from bringing legal action against our officers and directors.

Our bye-laws contain a broad waiver by our shareholders of any claim or right of action, both individually and on our behalf,
against any of our officers or directors. The waiver applies to any action taken by an officer or director, or the failure of an
officer or director to take any action, in the performance of his or her duties, except with respect to any matter involving any
fraud or dishonesty on the part of the officer or director.

Risks relating to our common stock

The price of our Common Stock is likely to remain volatile

The market price of our Common Stock may be influenced by many factors, some of which are beyond our control, including
those described above under "Risks Relating to our Business and Operations" and including the following: general economic
and business trends, variations in quarterly operating results, regulatory developments in our operating countries and the EU,
the condition of the media industry in our operating countries, future sales of shares of our Common Stock, investor and
securities analyst perception of us and other companies that investors or securities analysts deem comparable in the television
broadcasting industry. In addition, the stock market in general has experienced extreme price and volume fluctuations that
have often been unrelated to and disproportionate to the operating performance of broadcasting companies. These broad
market and industry factors may materially reduce the market price of our Common Stock, regardless of our operating
performance.

Our share price may be adversely affected by potential future issuances and sales of our shares

As at December 31, 2005, we have a total of 1.0 million options to purchase Class A Common Stock outstanding and
0.2 million options to purchase Class B Common Stock outstanding. An affiliate of PPF holds 3.5 million unregistered shares
of Class A Common Stock and has the right to demand a registration of up to 50% of such shares in May 2006 (subject to
contractual provisions in favor of CME which will have the effect of delaying any sale until 90 days following the date of this
prospectus), and up to 100% of such shares in May 2007. We cannot predict what effect, if any, the issuance of shares
underlying options, the registration of such unregistered shares or any future sales of our shares will have on the market price
of our shares. However, if more shares are issued, the economic interest of current shareholders will be diluted and the price
of our shares may be adversely affected.
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There is a risk that we may become subject to the passive foreign investment company rules under United States tax laws

We believe, but cannot assure, that we will not be classified as a passive foreign investment company (PFIC) under U.S. tax
laws for the current or future years. If we were a PFIC, then each U.S. holder of our Class A Common Stock (other than a
U.S. holder whose Class A Common Stock is otherwise marked-to-market for U.S. federal income tax purposes) generally
would, upon certain distributions by us or upon disposition of the Class A Common Stock at a gain, be liable to pay tax at the
then prevailing rates on ordinary income plus an interest charge, as if the distribution or gain had been recognized ratably
over the U.S. holder's holding period for the Class A Common Stock, beginning with the year in which we become a PFIC. A
U.S. holder could avoid the application of these rules by making a special tax election for the first year in which we become a
PFIC, the effect of which generally would be to accelerate the electing U.S. holder's recognition of income with respect to our
Class A Common Stock. We intend to notify U.S. holders of our Class A Common Stock if we determine at any time that we
have become or are about to become a PFIC.

We may not pay dividends on the Class A Common Stock

We currently intend to retain all of our earnings to finance the growth and development of our business. We have never
declared or paid any dividends and we do not expect to pay any dividends in the foreseeable future. Any decision as to
payments of future dividends will depend on various conditions then existing, including our results of operations, financial
and capital investment requirements, the availability of distributable reserves and other relevant factors.
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Use of proceeds 

We will receive proceeds from this offering of approximately US$144.2 million after deducting commissions and discounts
payable to the underwriters and our estimated offering expenses. We will use the net proceeds of this offering for general
corporate purposes, including the possible acquisition of additional shareholdings in our current operations, further
investment in the expansion of existing operations or investment in the development of new revenue opportunities. Until we
use the net proceeds of this offering, we intend to invest the funds in interest-bearing bank deposits or short-term investment
grade obligations. See "Summary" above and "Business" below.

Price range of common stock 

Our Class A Common Stock is publicly traded and began trading on the Nasdaq National Market on October 13, 1994 under
the trading symbol "CETV." On June 27, 2005 our Class A Common Stock was listed and began trading on the Prague Stock
Exchange. The last reported sale price of the Class A Common Stock on Nasdaq on March 13, 2006 was US $68.57.

The following table sets forth the high and low sales prices for each share of our Class A Common Stock on the Nasdaq
National Market for each quarterly period during the last two fiscal years and for a portion of 2006.

Price period
 

High
(US$/Share)

 

Low
(US$/Share)

2004     
 First Quarter  21.32 17.50
 Second Quarter  23.18 18.13
 Third Quarter  29.12 22.34
 Fourth Quarter  40.27 28.60
2005     
 First Quarter  56.08 34.90
 Second Quarter  50.70 40.04
 Third Quarter  55.79 47.10
 Fourth Quarter  59.00 44.72
2006     
 First Quarter (to March 13, 2006)  68.57 56.73

The following table sets forth the high and low sales prices for each share of our Class A Common Stock on the Prague Stock
Exchange for each quarterly period since it began trading on June 27, 2005.

Price period
 

High
(CZK/Share)

 

Low
(CZK/Share)

2005     
 Second Quarter (from June 27, 2005)  1,212.00 1,192.00
 Third Quarter  1,325.00 1,180.00
 Fourth Quarter  1,440.00 1,135.00
2006     
 First Quarter (to March 13, 2006)  1,644.00 1,327.00

At the close of business on March 6, 2006, there were 22 holders of record (including brokerage firms and other nominees) of
the Class A Common Stock, approximately 4,800 beneficial owners of our Class A Common Stock, and 10 holders of record
of the Class B Common Stock. There is no public market for our Class B Common Stock. Each share of Class B Common
Stock has 10 votes.
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Dividend policy 

We have never declared or paid and have no present intention to declare or pay in the foreseeable future any cash dividends
with respect to any class of our Common Stock. We currently intend to retain earnings for the development of our business.
Our ability to pay cash dividends is primarily dependent upon receipt of dividends or distributions from our subsidiaries, over
some of which we have limited control.

Capitalization 

The following table shows our cash, cash equivalents and capitalization as of December 31, 2005, and pro forma to reflect
this offering as if it had occurred on that date.

You should read all of this information in conjunction with our consolidated financial statements and other financial
information that are included in or incorporated by reference in this prospectus.

 

  

As of
December 31, 2005  

(in thousands)
 

Actual
 

Unaudited as
adjusted to
reflect this

offering
 

 
Cash and cash equivalents(1)  $ 71,658 215,874*
   
Short-term debt(2)  $ 43,566 43,566 
   
Long-term debt(3)  $ 441,164 441,164 
   
Shareholders' equity:       
Class A Common Stock, $0.08 par value: authorized:
100,000,000 shares at December 31, 2005; issued and
outstanding: 31,032,994 at December 31, 2005   2,482 2,658*
Class B Common Stock, $0.08 par value: authorized: 15,000,000
shares at December 31, 2005; issued and outstanding: 6,966,533
at December 31, 2005   558 558 
Preferred Stock, $0.08 par value: authorized: 5,000,000 shares at
December 31, 2005; issued and outstanding: 0 at December 31,
2005   — — 
 Additional paid-in capital  $ 746,880 890,920*
 Retained earnings/(accumulated deficit)   (44,973) (44,973)
 Accumulated other comprehensive income/(loss)   (24,394) (24,394)
   
Total shareholders' equity   680,553 824,769*
   
Total capitalization  $ 1,165,283 1,309,499*

 

* Based on an offering of 2.2 million shares and an estimated offering price of $68.57. 

(1) The net proceeds of this offering are reflected in Cash and cash equivalents. 

(2) Short-term debt includes the current portion of long-term debt. 

(3) We are currently negotiating a loan with the European Bank for Reconstruction and Development in an amount of up to Euro 100 million.

The number of outstanding shares of Class A Common Stock in the table above excludes as of December 31, 2005:
(1) 1,118,275 shares issuable upon exercise of options outstanding; and (2) 1,392,088 shares reserved for issuance and
available for future grant or sale under our 1995 Amended Stock Option Plan.
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Selected consolidated financial data 

You should read the following financial information together with the information under "Management's Discussion and
Analysis of Financial Condition and Results of Operations," and with our consolidated financial statements and related notes
to those statements included in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus. The unaudited quarterly financial data for our most recent eight fiscal quarters is derived from the
information included under "Selected Financial Data" in our Annual Report on Form 10-K for the year ended December 31,
2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006.

The following tables set forth our selected consolidated financial information for each of the years ended December 31, 2005,
2004, 2003, 2002 and 2001. We have derived the consolidated statements of operations data for the years ended
December 31, 2005, 2004 and 2003 and the balance sheet data as of December 31, 2005 and December 31, 2004 from the
consolidated audited financial statements included in our Annual Report on Form 10-K for the year ended
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December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15,
2006, which is incorporated by reference into this prospectus.

 

  For the years ended December 31,  
(US$ 000's, except per share data)

 
2005(3)

 
2004

 
2003

 
2002

 
2001

 
 

CONSOLIDATED STATEMENT
OF OPERATIONS DATA:                 
Net revenues  $ 400,978 $ 182,339 $ 124,978 $ 99,143 $ 84,116 
Operating income/(loss)   52,369  18,740  (4,410)  1,466  (8,315)
Net income/(loss) from continuing
operations   43,008  16,007  (24,201)  (25,106)  (25,240)
(Loss)/income on discontinued
operations(1)   (513)  2,524  370,213  10,922  3,129 
   
Net income/(loss)  $ 42,495 $ 18,531 $ 346,012 $ (14,184) $ (22,111)
   

 
PER SHARE DATA:(2)

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Net income/(loss) per common share
from:                 
Continuing operations—basic  $ 1.24 $ 0.57 $ (0.91) $ (0.95) $ (0.95)
Continuing operations—diluted   1.21  0.55  (0.91)  (0.95)  (0.95)
Discontinued operations—basic   (0.01)  0.09  13.97  0.41  0.12 
Discontinued operations—diluted   (0.01)  0.09  13.97  0.41  0.12 
Net income/(loss)—basic   1.23  0.66  13.06  (0.54)  (0.84)
Net income/(loss)—diluted  $ 1.20 $ 0.64 $ 13.06 $ (0.54) $ (0.84)
Weighted average common shares
used in computing per share amounts
(000s)                 
Basic   34,664  27,871  26,492  26,451  26,449 
Diluted   35,430  29,100  26,492  26,451  26,449 

 
CONSOLIDATED BALANCE
SHEET DATA:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Current assets  $ 286,926 $ 265,049 $ 266,891 $ 109,558 $ 81,024 
Non-current assets   1,101,924  179,590  101,861  74,464  75,114 
   
Total assets   1,388,850   444,639   368,752   184,022   156,138  
   
Current liabilities   206,961  109,745  71,116  77,156  79,619 
Non-current liabilities   488,099  18,965  23,118  200,723  165,225 
Minority interests   13,237  4,861  994  2,019  90 
Shareholders' equity/(deficit)   680,553  311,068  273,524  (95,876)  (88,796)
   
Total liabilities and shareholders'
equity  $ 1,388,850  $ 444,639  $ 368,752  $ 184,022  $ 156,138  

 

(1) In 2003 we sold our 93.2% participation interest in CNTS, our former Czech operating company, to PPF. In 2000 we sold substantially all of our
Hungarian operations to SBS. Our financial statements present our former operations in the Czech Republic and Hungary as discontinued operations
for all periods. 

(2) All per share data has been adjusted for the two-for-one stock splits which occurred on August 22, 2002, January 10, 2003 and November 5, 2003. 

(3) The Consolidated Balance Sheet data and Consolidated Statements of Operations data for 2005 reflect the effect of our acquisition of the TV NOVA
(Czech Republic) group in May 2005.
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Quarterly results and seasonality

The following table sets forth unaudited financial data for each of our last eight fiscal quarters

 

  For the year ended December 31, 2005  
(US$ 000's, except per share data)

 
First quarter

 
Second quarter

 
Third quarter

 
Fourth quarter

 
 

Consolidated Statement of Operations
data:              
 Net Revenues  $ 48,304 $ 113,109 $ 87,067 $ 152,498 
 Operating Income/(Loss)   (2,252)  6,862  4,792  42,967 
 Net Income/(Loss)   (7,949)  25,459  (9,614)  34,599 
Net Income/(Loss) per share:              
 Basic EPS  $ (0.28) $ 0.74 $ (0.25) $ 0.91 
 Effect of dilutive securities   —  (0.02)  —  (0.01)
   
 Diluted EPS  $ (0.28) $ 0.72 $ (0.25) $ 0.90 

 
 

  For the year ended December 31, 2004  
(US$ 000's, except per share data)

 
First quarter

 
Second quarter

 
Third quarter

 
Fourth quarter

 
 

Consolidated Statement of Operations data:              
 Net Revenues  $ 35,848 $ 44,886 $ 36,543 $ 65,062 
 Operating Income/(Loss)   6,022  8,771  (6,736)  10,683 
 Net Income/(Loss)   5,171  6,032  (5,647)  12,975 
Net Income/(Loss) per share:              
 Basic EPS  $ 0.19 $ 0.22 $ (0.20) $ 0.46 
 Effect of dilutive securities   (0.01)  (0.01)  —  (0.02)
   
 Diluted EPS  $ 0.18 $ 0.21 $ (0.20) $ 0.44 

 

We, like other television operators, experience seasonality, with advertising sales tending to be lowest during the third quarter
of each calendar year, which includes the summer holiday period (typically July and August), and highest during the fourth
quarter of each calendar year.
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Business 

Corporate structure

Central European Media Enterprises Ltd. was incorporated on June 15, 1994 under the laws of Bermuda. Our assets are held
through a series of Netherlands and Netherlands Antilles holding companies. In each market in which we operate, we have
ownership interests both in license companies and in operating companies. License companies have been authorized by the
relevant local regulatory authority to engage in television broadcasting in accordance with the terms of a particular license.
We generate revenues primarily through our operating companies which acquire programming for broadcast by the
corresponding license company and enter into agreements with advertisers and advertising agencies on behalf of the license
company. In the Czech Republic, Romania and Ukraine, the license company also acts as an operating company. Our share of
profits in the operating companies corresponds with our voting interest other than in the Slovak Republic and Ukraine, where
we are entitled by contract to a share of profits in those operations that is in excess of our voting interest. Below is an
overview of our operating structure at March 15, 2006, the accounting treatment for each entity and a chart entitled
"Simplified Corporate Structure—Continuing Operations".

Key subsidiaries and affiliates as at
March 15, 2006

 

Voting
interest

 

Share of
profits

 

Accounting
treatment

 
TV channels

Continuing Operations         

 
Croatia

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Operating Company:         
Operativna Kompanija d.o.o. (OK)  

100% 100% 
Consolidated

Subsidiary  
 
License Company:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Nova TV d.d. (Nova TV Croatia)  
100% 100% 

Consolidated
Subsidiary NOVA TV (Croatia)

 
Czech Republic

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Operating Company:         
CME Media Services s.r.o.
(CME Media Services)

 
100% 100% 

Consolidated
Subsidiary  

 
License Companies:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

CET 21 s.r.o. (CET 21)  
96.5% 96.5% 

Consolidated
Subsidiary 

TV NOVA (Czech
Republic)

Galaxie Sport s.r.o. (Galaxie Sport)  
100% 100% 

Consolidated
Subsidiary GALAXIE SPORT
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Key subsidiaries and affiliates as at
March 15, 2006

 

Voting
interest

 

Share of
profits

 

Accounting
treatment

 
TV channels

Romania         
Operating Companies:         
Media Pro International S.A. (MPI)  

90% 90% 
Consolidated

Subsidiary  
Media Vision S.R.L. (Media Vision)  

75% 75% 
Consolidated

Subsidiary  
License Company:         
Pro TV S.A. — formerly Pro TV S.R.L.
(Pro TV)

 

90% 90% 
Consolidated

Subsidiary 

PRO TV, ACASA, PRO
CINEMA and PRO TV

INTERNATIONAL

 
Slovenia

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Operating Company:         
Produkcija Plus d.o.o. (Pro Plus)  

100% 100% 
Consolidated

Subsidiary  
 
License Companies:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Pop TV d.o.o. (Pop TV)  
100% 100% 

Consolidated
Subsidiary POP TV

Kanal A d.o.o. (Kanal A)  
100% 100% 

Consolidated
Subsidiary KANAL A

 
Slovak Republic

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Operating Company:         
Slovenska Televizna Spolocnost s.r.o. (STS)  

89.8% 80% 
Consolidated

Subsidiary  
 
License Company:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Markiza-Slovakia s.r.o. (Markiza)  
80% 0.1% 

Consolidated
Subsidiary MARKIZA TV

 
Ukraine

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Operating Companies:         
Innova Film GmbH (Innova)  

60% 60% 
Consolidated

Subsidiary  
International Media Services Ltd. (IMS)  

60% 60% 
Consolidated

Subsidiary  
Enterprise "Inter-Media" (Inter-Media)  

60% 60% 
Consolidated

Subsidiary  
 
License Company:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Broadcasting Company "Studio 1+1 LLC"
(Studio 1+1)

 

18% 60% 

Consolidated
Variable

Interest Entity STUDIO 1+1
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SIMPLIFIED CORPORATE OWNERSHIP STRUCTURE—CONTINUING
OPERATIONS

(AS AT MARCH 15, 2006)
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Operating environment

Market and audience share

Our television channels reach an aggregate of approximately 82 million people in six countries. TV NOVA in the Czech
Republic, our newest national channel, was ranked first in national all day audience share in 2005, as were MARKIZA TV in
the Slovak Republic and POP TV, our primary channel in Slovenia. PRO TV in Romania and STUDIO 1+1 in Ukraine were
ranked second in terms of national all day audience share for 2005 in competitive markets. In Croatia, NOVA TV was ranked
fourth in terms of national all day audience share.

The rankings of our channels in the markets in which they broadcast are reflected below.

Country
 

Channels
 

Launch Date
 

Technical
Reach(1)

 

2005
Audience
Share(2)

 

Market
Rank(2)

Croatia  NOVA TV (Croatia)  August 2000(3)  88% 14% 4
 
Czech Republic

 
 

 
TV NOVA (Czech
Rep)

 
 

 
February 1994(4)

 
 

 
100%

 
 

 
41%

 
 

 
1

 
GALAXIE SPORT

 
  

 
 
 

 
April 2002(5)

 
 

 
26%(7)

 
 

 
Not

measured
 
 

 
Not

measured
 
Romania

 
 

 
PRO TV

 
 

 
December 1995

 
 

 
76%

 
 

 
16%

 
 

 
2

 
 

 
 

 
ACASA

 
 

 
February 1998

 
 

 
65%

 
 

 
8%

 
 

 
4

 
 

 
 

 
PRO CINEMA

 
 

 
April 2004

 
 

 
44%

 
 

 
1%

 
 

 
12

 
Slovak Republic

 
 

 
MARKIZA TV

 
 

 
August 1996

 
 

 
86%

 
 

 
31%

 
 

 
1

 
Slovenia

 
 

 
POP TV

 
 

 
December 1995

 
 

 
95%

 
 

 
27%

 
 

 
1

 
 

 
 

 
KANAL A

 
 

 
October 1991(6)

 
 

 
86%

 
 

 
9%

 
 

 
4

 
Ukraine

 
 

 
STUDIO 1+1

 
 

 
January 1997

 
 

 
95%

 
 

 
20%

 
 

 
2

(1) "Technical Reach" is a measurement of the percentage of a country's population that is able to receive the signals of the indicated channels. Source:
Internal estimates supplied by each country's operations. Each of our stations in the relevant country has estimated its own technical reach based on the
location, power and frequency of each of its transmitters and the local population density and geography around that transmitter. The technical reach
calculation is separate from the independent third party measurement that determines audience share. 

(2) National all day audience share and rank. Source: Croatia: Peoplemeters AGB Media Services; Czech Republic: ATO—Mediaresearch / GFK;
Romania: Peoplemeters Taylor Nelson Sofres; Slovak Republic: Visio / MVK; Slovenia: Peoplemeters AGB Media Services; Ukraine: Peoplemeters
GFK USM. There are four stations ranked in Croatia, four in Czech Republic, twenty three in Romania, six in the Slovak Republic, four in Slovenia,
and six significant stations ranked in Ukraine. 

(3) We acquired NOVA TV (Croatia) in July 2004. 

(4) We acquired TV NOVA (Czech Republic) in May 2005. 

(5) We acquired GALAXIE SPORT in September 2005. 

(6) We acquired KANAL A in October 2000. 

(7) 26% technical reach in the Czech Republic. In addition, GALAXIE SPORT has a technical reach of 38% in the Slovak Republic.
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The following table shows the population, technical reach of our primary channel, number of television households, per
capita GDP and cable penetration for those countries of Central and Eastern Europe where we conduct broadcast operations.

Country
 

Population
(in millions)(1)

 

Technical reach
(in millions)(2)

 

Television
households

(in millions)(3)
 

Per capita GDP
2005 US$(4)

 

Cable
penetration(3)

Croatia  4.3  3.8  1.5 $ 8,176 16%
Czech Republic  10.2 10.2 3.9 $ 11,148 26%
Romania  21.3 16.2 7.4 $ 4,460 68%
Slovak Republic  5.4  4.6  1.9 $ 9,312 35%
Slovenia  2.0  1.9 0.6 $ 17,050 58%
Ukraine  47.4 45.0 18.4 $ 1,715 19%
Total  90.6  81.7  33.7      

(1) Source: Global Insight Country Analysis (2005 data). 

(2) Source: Internal estimates supplied by each country's operations. Each of our operations has estimated its own technical reach based on the location,
power and frequency of each of its transmitters and the local population density and geography around that transmitter. The technical reach is separate
from the independent third party measurement that determines audience shares. 

(3) Source: Informa Telecoms and Media (2005 data). A Television Household is a residential dwelling with one or more television sets. Cable
Penetration refers to the percentage of Television Households that subscribe to television services via cable channels. 

(4) Source: ING (September 2005 data).

Regulation

In this report, we refer to broadcasting regulatory authorities or agencies in our operating countries as "The Media Council".
These authorities or bodies are as follows:

Croatia—Electronic Media Council
Czech Republic—The Council for Radio and Television Broadcasting
Romania—National Audio-Visual Council
Slovak Republic—Council of the Slovak Republic for Broadcasting and Television Transmission
Slovenia—Post and Electronic Communications Agency of the Republic of Slovenia
Ukraine—National Council for Television and Radio Broadcasting

Media Councils generally supervise broadcasters and their compliance with national broadcasting legislation. On accession to
the European Union (the "EU") of any Central or Eastern European country in which we operate, our broadcast operations in
such country become subject to EU legislation, including regulations governing the origin of programming content. The
Czech Republic, Slovenia and the Slovak Republic acceded to the EU on May 1, 2004.

The EU Television Without Frontiers directive (the "EU Directive") sets out the legal framework for television broadcasting
in the EU, which among other things, requires broadcasters, where "practicable and by appropriate means," to reserve a
majority of their broadcast time for "European works." Such works are defined as originating from an EU member state or a
signatory to the Council of Europe's Convention on Transfrontier Television, as well as written and produced mainly by
residents of the EU or Council of Europe member states. In addition, the EU Directive requires that at least 10% of either
broadcast time or programming budget is dedicated to programs made by European producers who are independent of
broadcasters.
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News, sports, games, advertising, teletext services and teleshopping are excluded from the calculation of these quotas.
Further, the EU Directive provides for regulations on advertising, including limits on the amount of time that may be devoted
to advertising, including direct sales advertising. The adoption by Croatia, which is currently in EU accession negotiations,
and by Romania, which is scheduled for accession to the EU in 2007, of media legislation for privately owned broadcasters
that is substantially in compliance with the EU Directive has had no material adverse effect on our operations.

License renewal

Regulatory bodies in each country in which we operate control access to the available frequencies through licensing regimes.
Management believes that the licenses for our television license companies will be renewed prior to expiry. In Romania, the
Slovak Republic, Slovenia and Ukraine local regulations contain a qualified presumption for extensions of broadcast licenses
according to which a license may be renewed if the licensee has operated substantially in compliance with the relevant
licensing regime. To date, all expiring licenses have been renewed; however, there can be no assurance that licenses will
continue to be renewed upon expiration of their current terms. The failure of any such license to be renewed could adversely
affect the results of our operations.

The licenses to operate our terrestrial broadcast operations are effective for the following periods:

Croatia  The license of NOVA TV (Croatia) expires in April 2010.
 
Czech Republic

 
 

 
The license of TV NOVA (Czech Republic) expires in January 2017. The GALAXIE SPORT
license expires in March 2014.

 
Romania

 
 

 
Licenses expire on dates ranging from July 2006 to February 2014.

 
Slovak Republic

 
 

 
At its meeting on March 7, 2006, the Slovak Republic Media Council extended the license of
MARKIZA TV for an additional 12 years, to September 2019.

 
Slovenia

 
 

 
The licenses of both our channels in Slovenia expire in August 2012.

 
Ukraine

 
 

 
The 15-hour license of STUDIO 1+1 expires in December 2006. The license to broadcast for the
remaining nine hours in off prime expires in August 2014.

Operations by country

Croatia

General

Croatia is a parliamentary democracy with a population of approximately 4.3 million people. Per capita GDP is estimated to
be US$ 8,176 in 2005 with a GDP growth rate of 3% for 2005. Approximately 99% of Croatian households have television
and cable penetration is approximately 16%. According to our estimates, the Croatian television advertising market grew by
approximately 4% in 2005 to approximately US$ 115 - 125 million.
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In Croatia, we operate one national television channel NOVA TV (Croatia). The two other national broadcasters are the
public broadcaster HRT, which operates two channels, and privately owned broadcaster RTL.

Operating and license companies

We own 100% of Nova TV (Croatia), which holds a national terrestrial broadcast license for Croatia. Nova TV (Croatia)
owns 100% of OK, which provides programming and advertising services for the NOVA TV (Croatia) channel.

Operations

NOVA TV (CROATIA)

NOVA TV (Croatia) reaches 88% of the Croatian population. Independent research shows that among the main television
stations in Croatia, the NOVA TV (Croatia) channel had a national all day audience share of 13.6% and a national prime time
audience share of 13.3%.

The chart below summarizes the national all day and prime time audience share figures for NOVA TV (Croatia):

  
2001

 
2002

 
2003

 
2004

 
2005

NOVA TV (Croatia)           
All day  11.8% 15.3% 15.6% 12.0% 13.6%
Prime time  — — 12.7% 10.9% 13.3%

Source: 2005, 2004 and 2003—AGB Media Services

Source: 2002 and 2001—CATI—phone recall research

(No independent data is available for 2001 and 2002 prime time).

Programming

NOVA TV (Croatia) broadcasts approximately 19 hours per day and has a programming strategy to appeal to a broad
audience through a wide range of programming, including movies and series, news, sitcoms, telenovellas, soap operas and
game shows.

Approximately 21% of the NOVA TV (Croatia) channel's programming is locally produced, including a Croatian version of
Nasa Mala Klinica (Our Little Clinic), a sitcom originally produced by Pro Plus in Slovenia; U Sridu (Bull's Eye), a talk
show; and Boomerang, an office-based sitcom.

OK has secured exclusive broadcast rights in Croatia to a variety of popular American and European series, films and
telenovellas produced by major international studios, including MGM, Paramount Pictures and Walt Disney Television
International for the NOVA TV (Croatia) channel. All foreign language programming is subtitled. Foreign news reports and
film footage licensed from CNN, Reuters, APTN and SNTV are integrated into news programs on the NOVA TV (Croatia)
channel.

The NOVA TV (Croatia) channel is required to comply with several restrictions on programming, including regulations on
the origin of programming. These include the requirement that 20%
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of broadcast time consist of locally produced programming and 60% of such locally produced programming be shown during
prime time.

Advertising

Our Croatian operations derive revenues principally from the sale of commercial advertising time on the NOVA TV (Croatia)
channel, sold both through independent agencies and media buying groups. The NOVA TV (Croatia) channel currently serves
approximately 250 advertisers, including multinational companies such as Johnson & Johnson, Wrigley, L'Oreal, Procter &
Gamble, Coca Cola and Reckitt Benckiser. Our top ten advertising clients contributed approximately 39% to our total
advertising revenues in Croatia in 2005.

Within the Croatian advertising market, television advertising accounts for approximately 48% of total advertising spending.
NOVA TV (Croatia) competes for advertising revenues with other media such as print, radio, outdoor advertising and direct
mail.

Privately owned broadcasters are permitted to broadcast advertising for up to 15% of their daily broadcast time with an
additional 5% of daily broadcast time that may be used for direct sales advertising. Privately owned broadcasters may use up
to 12 minutes per hour for advertising and teleshopping. The public broadcaster, which is also financed through a compulsory
television license fee, is restricted to broadcasting 9 minutes of advertising per hour. There are restrictions on the frequency
of advertising breaks, which are the same for public and privately owned broadcasters. There are also restrictions that relate
to advertising content, including a ban on tobacco advertising.

Competition

At the beginning of 2004, NOVA TV (Croatia) and HRT, which was then operating three channels, were the only national
broadcasters in Croatia. In April 2004, RTL launched a channel under a license issued by the Croatian government on the
frequencies previously used by the public broadcaster HRT, a third channel, which had ceased broadcasting earlier in 2004.
During 2005 NOVA TV (Croatia) achieved a national all day audience share of 13.6%, which made it the fourth ranked
station nationally.

The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main television
channels

 
Ownership

 

Year of first
transmission

 

Signal
distribution

 

Audience share
(2005)

 

Technical
reach

HRT 1  Public Television  1956 Terrestrial /
satellite / cable

 38.1% 99%

HRT 2  Public Television  1972 Terrestrial /
satellite / cable

 15.9% 99%

RTL  Bertelsmann  2004 Terrestrial /
satellite / cable

 24.7% 95%

NOVA TV
(Croatia)

 CME  2000 Terrestrial /
satellite / cable

 13.6% 88%

Others        7.7%  
  
        100.0%  

Source: AGB Puls and CME

31



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:15
Created: 15-MAR-2006;14:38

User: MREYES
File: DISK133:[06NYC7.06NYC2277]DK2277A.;20 Folio: 32Chksum: 244522

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 34

Additional competitors for audience share include cable and satellite channels.

License renewal

The NOVA TV (Croatia) channel operates pursuant to a license originally granted by the Telecommunications Agency of
Croatia and is regulated by the Croatian Media Council pursuant to the Electronic Media Law and the Media Law. The
license of NOVA TV (Croatia) is for a period of 10 years, expiring in April 2010. According to the Electronic Media Law a
license can be extended. The Croatian Media Council has the authority to decide on an extension on the basis of a request for
a renewal of a license filed six months before its expiration if a broadcaster has conducted its business in accordance with
applicable law and the license. The Croatian Media Council may hold a public tender in connection with a request to extend a
license.

Czech Republic

General

The Czech Republic, which acceded to the European Union on May 1, 2004, is a parliamentary democracy with a population
of 10.2 million. Per capita GDP in 2005 is estimated to be US$ 11,148 with a GDP growth rate in 2005 of 4.7%.
Approximately 98% of Czech households have television, and cable penetration is approximately 26%. According to our
estimates, the Czech Republic television advertising market was approximately US$ 350 - 360 million in 2005, growing by
4% from 2004 in local currency.

In the Czech Republic, we operate one national television channel, TV NOVA (Czech Republic), as well as a cable channel,
GALAXIE SPORT, both of which were acquired in 2005. The other two national broadcasters are the public broadcaster CT,
operating two channels, and privately owned broadcaster TV Prima.

Operating and license companies

We own 68.745% of CET 21, which holds the national terrestrial broadcast license for TV NOVA (Czech Republic). Our
voting and economic interest in CET 21 is effectively 96.50% because CET 21 itself holds an undistributed 28.755% interest
that is not entitled to voting rights or dividends. We own 100% of CME Media Services. With effect from May 3, 2005,
former operating and advertising sales companies Ceska Produkcni 2000 a.s. and Mag Media 99 a.s. were merged into CME
Media Services. CME Media Services and its subsidiaries provide services related to programming, production and
advertising to CET 21.

Operations

TV NOVA (Czech Republic)

The TV NOVA (Czech Republic) channel reaches approximately 100% of the Czech Republic's television households. The
TV NOVA (Czech Republic) channel had an average all day audience share for 2005 of 40.9% compared to 23.2% for its
nearest commercial competitor, TV Prima.
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The chart below summarizes the national all day and prime time audience share figures for TV NOVA (Czech Republic):

  
2001

 
2002

 
2003

 
2004

 
2005

TV NOVA (Czech Republic)           
All day  47.7% 44.2% 43.4% 42.2% 40.9%
Prime time  51.9% 48.3% 45.8% 44.9% 42.3%

Source: Taylor Nelson Sofres—ATO; ATO—Mediaresearch

Galaxie Sport

The GALAXIE SPORT channel broadcasts via cable high quality sports and sport-related programming in the Czech and
Slovak Republics. The GALAXIE SPORT channel has secured valuable broadcast license rights to some of the most popular
sports programming in its markets including the National Hockey League, Premier League (British Football), Serie A (Italian
Football), Premiere Division (Spanish Football), the National Basketball Association, ATP Tennis tournaments, and
motorcycle and automobile races. Beginning in 2006, Galaxie Sport will also have certain broadcast rights to Formula One
programming as part of a contract that includes broadcasts on TV NOVA (Czech Republic). The GALAXIE SPORT channel
also produces 16 sports shows weekly, as well as daily sports news programs in the Czech and Slovak languages.

The combined markets in the Czech and Slovak Republics have a population of approximately 15.6 million people
representing approximately 5.8 million television households. Cable passes approximately 1.7 million households in the
combined markets. Galaxie Sport currently has carriage agreements with all of the largest cable distributors in the Czech and
Slovak Republics, reaching over 700,000 subscribers.

Programming

The TV NOVA (Czech Republic) channel broadcasts 24 hours per day and has a programming strategy to appeal to a broad
audience, especially during prime time, with news, movies, entertainment programs and sports highlights, and to target more
specific demographics in off-peak broadcasting hours. Approximately 31% of the TV NOVA (Czech Republic) channel's
programming is locally produced, including Televizni noviny (TV News), Cesko hleda SuperStar (Pop Idol), Ordinace v
ruzove zahrade (original Czech series) and Ulice (daily soap opera). Televizni noviny, the nightly news program, achieves the
highest ratings among all Czech television shows on a regular basis. Cesko hleda SuperStar (Pop Idol), Ordinace v ruzove
zahrade (original Czech series) and Ulice (daily soap opera) are also among the top-rated shows in the Czech Republic.

The TV NOVA (Czech Republic) channel has secured exclusive broadcast rights in the Czech Republic to a variety of
popular American and European series, films and telenovellas produced by major international studios including Universal,
IFD, MGM, Carsey-Werner, Paramount Pictures, Twentieth Century Fox and Walt Disney Television International. All
foreign language programming is dubbed into the Czech language. Foreign news reports and film footage licensed from
CNN, Reuters, APTN and SNTV are integrated into news programs on the TV NOVA (Czech Republic) channel.
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The TV NOVA (Czech Republic) channel is required to comply with certain restrictions on programming, including
regulations on the origin of programming. These include the requirements that broadcasters shall, where practicable, reserve
half of their broadcasting time for European productions; reserve, where practicable, at least 10% of their broadcasting time
or spend 10% of their programming budget on independent European productions; and ensure, where practicable, that at least
10% of broadcasting time is dedicated to productions made within the last five years.

Advertising

The TV Nova (Czech Republic) channel derives revenues principally from the sale of commercial advertising time through
media buying groups and independent agencies. Advertisers include large multinational firms such as Procter & Gamble,
Henkel, Unilever, Wrigley, Kraft Jacobs, Ferrero, Suchard, Danone Group, Nestle and Reckitt Benckiser. The top ten
advertisers on the TV NOVA (Czech Republic) channel contributed approximately 26% of its advertising revenues in 2005.

Within the Czech advertising market, television accounts for approximately 47% of total advertising spending. The television
advertising market in the Czech Republic has shown slow growth over the past several years compared to general economic
growth rates. The TV NOVA (Czech Republic) channel competes for advertising revenues with other media, such as print,
radio, outdoor advertising, internet and direct mail.

Privately owned broadcasters in the Czech Republic are permitted to broadcast advertising for up to 12 minutes per hour (but
not more than 15% of total daily broadcast time). The public broadcaster, which is also financed through a compulsory
television license fee, is restricted to broadcasting advertising for a maximum of 1% of daily broadcast time (excluding
teleshopping). From January 1, 2007, the maximum amount of daily broadcast time that can be used by the public broadcaster
for advertising will be 0.5% (except teleshopping); and from January 1, 2008, the public broadcaster cannot broadcast
advertising or teleshopping (except in respect of certain sporting or cultural events). There are restrictions on the frequency of
advertising breaks during and between programs. There are also restrictions that relate to advertising content, including a ban
on tobacco advertising and limitations on the advertisement of alcoholic beverages.

Competition

The Czech Republic is served by two national public television stations, CT1 and CT2, which dominated the ratings until the
TV NOVA (Czech Republic) channel began broadcasting in 1994, and by the national privately owned broadcaster TV Prima
(co-owned by MTG and local owners).
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The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main Television
Channels

 
Ownership

 

Year of first
transmission

 

Signal
distribution

 

Audience share
(2005)

 

Technical
reach

TV NOVA (Czech
Republic)

 CME  1994  Terrestrial  40.9%  100%

TV Prima  Modern Times
Group/Local
owners

 1993 Terrestrial /
satellite

 23.2% 95%

CT 1  Public Television  1953 Terrestrial  21.7% 100%
CT 2  Public Television  1970 Terrestrial  8.1% 99%
Others        6.1%  
          
        100.0%  

Source: CME and Ceske radiokomunikace; Mediaresearch—Peoplemeters provider Establishment and Continual Research data 2005

The TV NOVA (Czech Republic) channel also competes for audience share with additional foreign terrestrial television
stations located in Austria, Germany, the Slovak Republic and Poland, where originating signals reach the Czech Republic, as
well as with foreign channels distributed by satellite.

Regulation and license renewal

The broadcast operations of the TV NOVA (Czech Republic) channel are subject to regulations imposed by (i) the
Broadcasting Act 2001, (ii) the Act on Advertising and (iii) conditions contained in the license granted by the Czech Republic
Media Council pursuant to the Broadcasting Act 2001.

According to the Broadcasting Act 2001, a television broadcasting license can be extended once for an additional twelve
years. The Czech Republic Media Council has granted one extension of the TV NOVA (Czech Republic) license, which
expires in January 2017.

The GALAXIE SPORT license expires in March 2014.

Romania

General

Romania is a parliamentary democracy with a population of approximately 21.3 million people. Per capita GDP is estimated
to be US$ 4,460 in 2005 with a GDP growth rate of 5.3% for 2005. Approximately 86% of Romanian households have
television, and cable penetration is approximately 68%. According to our estimates, the Romanian television advertising
market grew by approximately 36% in 2005, to approximately US$ 150 - 160 million.

We operate three television channels in Romania, PRO TV, ACASA and PRO CINEMA as well as PRO TV
INTERNATIONAL, a channel distributed by satellite to Romanians outside the country featuring programs rebroadcast from
our Romanian channels. The two other significant national broadcasters in Romania are the public broadcaster TVR,
operating two channels, and privately owned broadcaster Antena 1.
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Operating and license companies

Pro TV, which holds all broadcasting licenses for the PRO TV, ACASA and PRO CINEMA channels, is primarily
responsible for broadcasting operations for the PRO TV, ACASA, PRO TV INTERNATIONAL and PRO CINEMA
channels. MPI provides various broadcasting services to Pro TV. Media Vision provides production, dubbing and subtitling
services to our Romanian television channels. The licenses for PRO FM and INFOPRO radio channels are held by Radio Pro
(formerly known as Media Pro).

Operations

PRO TV, ACASA, PRO CINEMA and PRO TV INTERNATIONAL

PRO TV was launched in December 1995. PRO TV reaches approximately 76% of the Romanian population, including
almost 90% of urban areas. PRO TV broadcasts from studios located in Bucharest to terrestrial broadcast facilities and to
approximately 790 cable systems throughout Romania. The PRO TV channel is currently the top-rated television channel in
its coverage area and had a national all day audience share of 15.7% during 2005, which made it second (of 23 ranked
stations) in Romania. Advertisers, however, evaluate audience share within a channel's coverage area and by this measure
PRO TV was ranked first.

The ACASA channel, a cable channel launched in 1998, reaches approximately 65% of Romanian television households and
83% of urban households. During 2005, ACASA had a national all day audience share of 8.1%, which made it fourth (of 23
ranked stations) in Romania. ACASA is also ranked fourth in terms of all day audience share in its coverage area.

PRO CINEMA, a cable channel launched in April 2004, reaches approximately 44% of Romanian television households and
approximately 65% of urban households. In 2005, PRO CINEMA had a national all day audience of 0.8%, which made it
twelfth (of 23 ranked stations) in Romania.

The chart below summarizes the national all day and prime time audience share figures for our Romanian channels:

  
2001

 
2002

 
2003

 
2004

 
2005

PRO TV           
All day  15.2% 14.9% 15.4% 15.8% 15.7%
Prime time  15.9% 16.3% 17.1% 17.2% 16.6%
ACASA           
All day  5.6% 6.0% 6.6% 7.4% 8.1%
Prime time  6.2% 6.8% 7.8% 7.7% 9.1%
PRO CINEMA           
All Day  — — — 0.6% 0.8%
Prime Time  — — — 0.6% 0.7%

Source: Peoplemeters Taylor Nelson Sofres

The PRO TV INTERNATIONAL channel is a channel that rebroadcasts PRO TV and ACASA programs to cable and
satellite operators in North America, Europe and in Israel, using the existing PRO TV and ACASA satellite infrastructure.
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Programming

The PRO TV channel broadcasts 24 hours per day and has a programming strategy to appeal to a broad audience through a
wide range of programming, including movies and series, news, sitcoms, police series, soap operas and game shows. More
than 40% of PRO TV's programming is comprised of locally produced programming, including news and sports programs as
well as Vacanta Mare (Big Holiday), Teo and La Bloc (In the Apartment Block). Vacanta Mare (Big Holiday) and La Bloc
(In the Apartment Block) were among the top-rated shows in 2005.

The PRO TV channel has secured exclusive broadcast rights in Romania to a variety of popular American and European
programs and films produced by such companies as Warner Bros. and DreamWorks. The PRO TV channel also licenses
foreign news reports and film footage from Reuters, APTN and ENEX to integrate into its news programs. All foreign
language programs and films are subtitled in Romanian.

Pro TV is required to comply with several restrictions on programming, including regulations on the origin of programming.
These include requirements that in the future 50% of all programming be of European origin and 10% of all programming be
supplied by independent European producers. The Media Law stipulates that compliance with these and similar provisions is
not required prior to January 1, 2008.

The ACASA channel broadcasts 24 hours per day and targets a female audience with programming including telenovellas,
films and soap operas as well as news, daily local productions for women and family, talk shows and entertainment.
ACASA's audience demographics are complementary to PRO TV's, providing an attractive advertising platform for
advertisers across our group of channels. Approximately 31% of ACASA's programming is locally produced, including
Lacrimi de iubire (Tears of Love), Povestiri Adevarate (True Stories) and Pacatele Evei (Eve's Sins). Lacrimi de iubire (Tears
of Love) is one of the top-rated shows in 2005.

PRO CINEMA broadcasts 21 hours per day and is focused on movies, series and documentaries that have not attracted
sufficient audiences on PRO TV but are still popular among the educated, upwardly mobile urban population.

Advertising

Our Romanian operation derives revenues principally from the sale of commercial advertising time on the PRO TV, ACASA
and PRO CINEMA channels, sold both through independent agencies and media buying groups. The PRO TV channel
currently serves approximately 190 advertisers, including multinational companies such as Wrigley, Henkel and Procter &
Gamble. Our top ten advertising clients contributed approximately 28% to our total advertising revenues in Romania in 2005.

Within the Romanian advertising market, television accounts for approximately 60% of total advertising spending. Television
competes for advertising revenues with other media such as print, radio, outdoor advertising and direct mail.

Privately owned broadcasters are permitted to broadcast advertising for up to 15% of their daily broadcast time, and an
additional 5% of daily broadcast time may be used for direct sales advertising. Privately owned broadcasters may use up to 12
minutes per hour for advertising and teleshopping. The public broadcaster, which is also financed through a compulsory
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television license fee, is restricted to broadcasting advertising for 8 minutes per hour. There are also restrictions on the
frequency of advertising breaks (for example, news and children's programs shorter than 30 minutes cannot be interrupted).
These restrictions apply to both public and privately owned broadcasters. There are also restrictions that relate to advertising
content, including a ban on tobacco advertising and restrictions on alcohol advertising and regulations on advertising targeted
at children or during children's programming. In addition, members of the news department of PRO TV are prohibited from
appearing in advertisements.

Competition

Prior to the launch of the PRO TV channel, TVR 1, a channel of the public broadcaster, was the dominant channel in
Romania. During 2005, PRO TV and ACASA achieved national all day audience shares of 15.7% and 8.1% respectively,
ranking them second and fourth in national all day audience share. PRO CINEMA achieved an audience share of 0.8% during
2005. TVR 1's continued leading national position is influenced by its higher technical reach, to approximately 99% of the
Romanian population, including areas in which it is the only significant broadcaster, compared to a 76% technical reach for
PRO TV and 65% for ACASA (as a cable channel based on relevant cable penetration). Within our coverage area, PRO TV is
first and ACASA is fourth in terms of all day audience share for 2005. Other competitors include the second channel of the
public broadcaster, TVR 2, and privately owned broadcasters Antena 1 and Prima TV.

The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main Television
Channels

 
Ownership

 

Year of first
transmission

 

Signal
distribution

 

Audience share
(2005)

 

Technical
reach

TVR 1  Public Television  1956 Terrestrial/satellite/cable  18.9% 99%
PRO TV  CME  1995  Terrestrial/satellite/cable  15.7%  76%
Antena 1  Local owner  1993 Terrestrial/satellite/cable  13.5% 71%
ACASA  CME  1998  Satellite/cable  8.1%  65%
TVR 2  Public Television  1968 Terrestrial/satellite/cable  5.2% 78%
Prima TV  SBS  1994 Terrestrial/satellite/cable  4.6% 57%
PRO CINEMA  CME  2004  Satellite/cable  0.8%  44%
Others        33.2%  
          
        100.0%  

Source: Peoplemeters Taylor Nelson Sofres

Additional competitors include cable and satellite stations.

License renewal

PRO TV ACASA, PRO CINEMA and RADIO PRO operate pursuant to licenses and regulations issued by the Romanian
Media Council. Pro TV holds all local television licenses for the PRO TV channel and the cable broadcasting licenses for
ACASA and PRO CINEMA. To date, licenses have been renewed as they expire. The terrestrial television license for
Bucharest was renewed in October 2003 for a further nine years. The remaining broadcasting licenses expire on dates ranging
from July 2006 to February 2014.
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Ownership

At December 31, 2005, we owned an 85% voting and economic interest in Pro TV, which holds all of the licenses for the
stations comprising the PRO TV, ACASA, PRO CINEMA and PRO TV INTERNATIONAL channels. Adrian Sarbu, the
general director of our Romanian operations, owned the remaining 15% voting and economic interests of Pro TV. During
2005 we increased our voting and economic interest from 80% to 85% following the sale by Mr. Sarbu of a 2% interest in Pro
TV on February 28, 2005 and the sale of an additional 3% interest on July 29, 2005 (for further information, see Part II, Item
8, Note 3 "Acquisitions and Disposals, Romania" in our Annual Report on Form 10-K for the year ended December 31, 2005,
as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is
incorporated by reference into this prospectus). Following the adoption of a new Media Law in 2002, we have transferred
broadcasting licenses and operations from MPI to Pro TV.

Our interest in our Romanian operations is generally governed by a Co-operation Agreement entered into by Mr. Sarbu and
ourselves. The articles of Pro TV replicate the governing bodies and the minority shareholder protective rights that exist in
respect of MPI in the Co-operation Agreement. We have the right to appoint three of the five members of the Council of
Administration that directs the affairs of Pro TV and MPI. Although we have majority voting power in Pro TV and MPI, the
affirmative vote of Mr. Sarbu is required with respect to certain financial and corporate matters. The financial and corporate
matters which require approval of the minority shareholder are in the nature of protective rights, which are not an impediment
to consolidation for accounting purposes.

At December 31, 2005, we had a 70% voting and economic interest in Media Vision. The remainder was owned by
Mr. Sarbu.

On February 17, 2006, we purchased an additional 5% of Pro TV, MPI and Media Vision from Mr. Sarbu for consideration of
US$ 27.2 million (for further information, see Part II, Item 8, Note 21 "Subsequent Events" in our Annual Report on
Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus). We now own a 90% voting and
economic interest in Pro TV and MPI and a 75% voting and economic interest in Media Vision. We also have entered into a
put option agreement with Mr. Sarbu that grants him the right to sell us his remaining interest in Pro TV and MPI from
March 1, 2009 for a twenty-year period thereafter.

Slovak Republic

General

The Slovak Republic, which acceded to the European Union on May 1, 2004, is a parliamentary democracy with a population
of approximately 5.4 million people. Per capita GDP is estimated to be US$ 9,312 in 2005 with a GDP growth rate of 5.1% in
2005. Approximately 99% of households have television and cable penetration is 35%. According to our estimates, the
Slovak Republic television advertising market grew by approximately 7% in 2005 to US$ 90 - 100 million. In local currency
the television advertising market grew by approximately 4% in 2005.
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In the Slovak Republic, we operate one national television channel, MARKIZA TV. The two other significant national
broadcasters are the public broadcaster STV, operating two channels, and privately owned broadcaster TV JOJ.

Operating and license companies

Markiza holds the television broadcast license for MARKIZA TV. Markiza and our operating company, STS, have entered
into a series of agreements pursuant to which STS is permitted to conduct certain television broadcast operations for
MARKIZA TV in accordance with the license.

Operations

MARKIZA TV

MARKIZA TV was launched as a national television channel in the Slovak Republic in August 1996. The MARKIZA TV
channel reaches approximately 86% of the Slovak Republic's population, including all of its major cities. The MARKIZA TV
channel had an average national all day audience share for 2005 of 31.1% versus 19.2% for its nearest competitor, STV 1. In
October 2004, the journal method of measuring audience share and ratings was replaced with peoplemeters (an electronic
audience measurement device). The introduction of peoplemeters has resulted in lower audience share and ratings being
recorded for all national broadcasters (see "Analysis of Segment Results, Slovak Republic" in "Management's Discussion and
Analysis of Financial Condition and Results of Operations" below). Since the introduction of peoplemeters, the national
all-day audience share of MARKIZA TV has fallen from 40% to 31%.

The chart below summarizes national all day and prime time audience share figures for MARKIZA TV:

  
2001

 
2002

 
2003

 
2004

 
2005

MARKIZA TV           
All day  50.3% 48.2% 45.8% 39.6% 31.1%
Prime time  50.7% 47.4% 45.5% 40.0% 32.8%

Source: TNS

Programming

The MARKIZA TV channel broadcasts 24 hours per day and has a programming strategy to appeal to a broad audience
through news, movies, entertainment and sports programming (including coverage of Formula One racing), with specific
groups targeted in off-peak broadcasting hours. Approximately 39% of the MARKIZA TV network's programming is locally
produced, including Televizne noviny (TV News), Sportove noviny (Sports News), Hodina pravdy (The Hour of Truth),
Mojsejovci and Milsionár (Millionaire). Televizne noviny (TV News) is consistently the top-ranked show in the Slovak
Republic. Hodina pravdy (The Hour of Truth) and Mojsejovci were also among the most popular shows in 2005.

STS has secured for the MARKIZA TV channel exclusive broadcast rights to a variety of popular American and European
series, films and telenovellas produced by major international studios including Warner Bros., Universal, IFD, MGM,
Carsey-Werner, Paramount Pictures, Twentieth Century Fox and Walt Disney Television International. All foreign language
programming (other than that in the Czech language) is dubbed into the Slovak language. Foreign news reports
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and film footage licensed from CNN, Reuters, APTN and SNTV are integrated into news programs on the MARKIZA TV
channel.

Markiza is required to comply with several restrictions on programming, including regulations on the origin of programming.
These include the requirement that 10% of programming be public interest programming (which includes news and topical
shows), a minimum of 51% of first runs of films and series be of European production; and no more than 20% of
programming be in the Czech language.

Advertising

STS and Markiza derive revenues principally from the sale of commercial advertising time through media buying groups and
independent agencies. Advertisers include large multinational firms such as Procter & Gamble, Coca Cola, L'Oreal, Wrigley,
Ferrero and Reckitt Benckiser, though no one advertiser dominates the market. Our top ten advertisers contributed
approximately 27% to our total advertising revenues in the Slovak Republic in 2005.

Within the Slovak advertising market, television accounts for approximately 50% of total advertising spending. MARKIZA
TV also competes for advertising revenues with other media, such as print, radio, outdoor advertising and direct mail.

Privately owned broadcasters are permitted to broadcast advertising for up to 12 minutes per hour but not more than 15% of
total daily broadcast time. The public broadcaster, which is also financed through a compulsory license fee, is restricted to
broadcasting 8 minutes of advertising per hour but not more than 3% of total broadcast time. There are restrictions on the
frequency of advertising breaks during and between programs. These restrictions are the same for public and privately owned
broadcasters. There are also restrictions that relate to advertising content, including a ban on tobacco advertising and a ban on
advertisements of alcoholic beverages (excluding beer) between 6.00 am and 10.00 pm.

Competition

The Slovak Republic is served by two national public television stations, STV1 and STV2, which dominated the ratings until
the MARKIZA TV channel began broadcasting in 1996. STV1 reaches nearly the entire Slovak population. MARKIZA TV
also competes with the privately owned broadcaster TV JOJ.

The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main Television
Channels

 
Ownership

 

Year of first
transmission

 

Signal
distribution

 

Audience share
(2005)

 

Technical
reach

MARKIZA TV  CME  1996  Terrestrial  31.1%  86%
STV 1  Public Television  1956 Terrestrial  19.2% 97%
TV JOJ  Local owner  2002 Terrestrial  14.7% 61%
STV 2  Public Television  1969 Terrestrial  5.7% 89%
Others        29.3%  
  
        100.0%  

Source: Informa Telecoms and Media, Visio / MVK and CME.
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The MARKIZA TV channel also competes with additional foreign terrestrial television stations located in Austria, the Czech
Republic and Hungary, where originating signals reach the Slovak Republic, and foreign satellite stations.

License renewal

MARKIZA TV's broadcast operations are subject to regulations imposed by (i) the Act on Broadcasting and Retransmission
of September 2000, (ii) the Act on Advertising and (iii) conditions contained in the license granted by the Slovak Republic
Media Council pursuant to the Act on Broadcasting and Retransmission.

At its meeting on March 7, 2006, the Slovak Republic Media Council extended the license of MARKIZA TV for an
additional 12 years, to September 2019.

Ownership

On January 23, 2006, we acquired control of our Slovak operations and increased our economic interest from 70% to 80%.
We now own an 89.8% voting interest in STS and are entitled to 80% of the profits, and an 80% voting interest and a 0.1%
economic interest in Markiza, which holds a 51% voting interest in STS (see "Analysis of Segment Results, Slovak Republic"
in "Management's Discussion and Analysis of Financial Condition and Results of Operations" below).

Following the acquisition of this controlling interest, we now appoint three members of the Board of Representatives and two
are appointed by our partners. All significant financial and operational decisions of the Board of Representatives require a
simple majority vote. Three executives, two of whom are appointed by us, conduct the affairs of Markiza.

Slovenia

General

Slovenia, which acceded to the European Union on May 1, 2004, is a parliamentary democracy with a population of
2.0 million people. Per capita GDP is estimated to be US$ 17,050 in 2005, the highest per capita GDP in Central and Eastern
Europe, with a GDP growth rate of 3.7% for 2005. Approximately 99% of Slovenian households have television and cable
penetration is approximately 58%. According to our estimates, the Slovenian television advertising market grew by
approximately 3% in US dollars during 2005 to US$ 60 - 70 million.

In Slovenia, we operate two national television channels, POP TV and KANAL A. The other significant national broadcaster
is the public broadcaster, operating SLO 1 and SLO 2.

Operating and license companies

Pro Plus provides programming to and sells advertising for the broadcast license holders Pop TV and Kanal A. Pop TV holds
all of the licenses for the POP TV channel and Kanal A holds all the licenses for the KANAL A channel.

Operations

POP TV and KANAL A

The POP TV channel is the leading national commercial television broadcaster in Slovenia and reaches approximately 95%
of the population of Slovenia, including the capital Ljubljana and
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Maribor, Slovenia's second largest city. In 2005, the POP TV channel had an audience share of 27.3% all day and 32.3% in
prime time, the largest in Slovenia.

The KANAL A channel reaches 86% of the population of Slovenia, including Ljubljana and Maribor. Independent research
shows that among main television stations in 2005, the KANAL A channel had a national all day audience share of 8.5% and
9.8% in prime time, making it the fourth most watched television channel in Slovenia.

The chart below summarizes the national all day and prime time audience share figures for POP TV and KANAL A:

  
2001

 
2002

 
2003

 
2004

 
2005

POP TV           
All day  29.0% 29.2% 29.5% 27.6% 27.3%
Prime time  32.0% 32.3% 34.0% 31.9% 32.2%

 
KANAL A

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

All day  11.5% 11.0% 10.2% 8.3% 8.5%
Prime time  12.0% 11.0% 10.9% 9.4% 9.8%

Source: Media Services AGB

Programming

POP TV broadcasts 18 hours per day and has a programming strategy to appeal to a broad audience through a wide variety of
programming including series, movies, news, variety and game shows and features. Approximately 21% of programming is
locally produced, including Preverjeno! (Confirmed!), Trenja (Friction), the local series Nasa Mala Klinika (Our Little Clinic)
and the reality show The Bar. KANAL A broadcasts for 16 hours per day and has a programming strategy to complement the
programming strategy of the POP TV channel with a mixture of locally produced programs such as Extra Magazine and E+
and acquired foreign programs, including films and series.

Pro Plus has secured exclusive program rights in Slovenia to a variety of successful American and Western European
programs and films produced by studios such as Warner Bros., Twentieth Century Fox and Paramount. Pro Plus has
agreements with CNN, Reuters and APTN to receive foreign news reports and film footage to integrate into news programs.
All foreign language programs and films are subtitled in Slovenian with the exception of some children's programming that is
dubbed.

Pop TV and Kanal A are required to comply with several restrictions on programming, including regulations on the origin of
programming. These include the requirement that 20% of a station's daily programming consist of locally produced
programming, of which at least 60 minutes must be broadcast between 6.00 pm and 10.00 pm. Two percent of the station's
annual broadcast time must be Slovenian origin audio-visual works and this amount must increase each year until it reaches
five percent of annual broadcast time. In the future a majority, increased from the current 40%, of the station's annual
broadcast time will be required to be European origin programming, and 50% of such works will have to have been produced
in the last five years.
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Advertising

Pro Plus derives revenues from the sale of commercial advertising time on the POP TV and KANAL A channels. Current
multinational advertisers include firms such as Reckitt Benckiser, Danone Group, Procter & Gamble, Wrigley and Beiersdorf,
although no one advertiser dominates the market. Our top ten advertisers contributed approximately 30% to our total
advertising revenues in Slovenia in 2005.

Within the Slovenian advertising market, television accounts for approximately 59% of total advertising spending. In
addition, the POP TV and KANAL A channels compete for revenues with other media, such as print, radio, outdoor
advertising, the internet and direct mail.

Peoplemeters are currently present in 450 homes in Slovenia and are the primary source for the POP TV and KANAL A
channels' rating information.

Privately owned broadcasters are allowed to broadcast advertising for up to 12 minutes in any hour. The public broadcaster,
which is also financed through a compulsory television license fee, is subject to the same restrictions on advertising time.
There are restrictions on the frequency of advertising breaks during programs. There are also restrictions that relate to
advertising content, including a ban on tobacco advertising and a prohibition on the advertising of any alcoholic beverages
from 7.00 am to 9.30 pm and generally for alcoholic beverages with an alcoholic content of more than 15%.

Competition

Prior to the launch of POP TV, the television market in Slovenia had been dominated by the public broadcaster SLO 1.

The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main
Television
Channels

 
Ownership

 

Year of first
transmission

 
Signal distribution

 

Audience share
(2005)

 

Technical
reach

POP TV  CME  1995  Terrestrial/cable  27.3%  95%
SLO 1  Public Television  1958 Terrestrial/satellite/cable  25.5% 100%
SLO 2  Public Television  1967 Terrestrial/satellite/cable  8.7% 99%
KANAL A  CME  1991  Terrestrial/cable  8.5%  86%
Others        30.0%  
  
        100.0%  

Source: Media Services AGB and CME Research

The POP TV and KANAL A channels also compete with foreign television stations, particularly Croatian, Italian, German
and Austrian stations. Cable penetration is 58%, which is greater than in many other countries in Central and Eastern Europe,
and approximately 18% of households have satellite television.
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License renewals

The POP TV and KANAL A channels operate under licenses regulated pursuant to the Law on Media adopted in 2001 and
pursuant to the Electronic Communications Act which came into effect on May 1, 2004. According to the Electronic
Communications Act, the Slovenian Media Council may extend a license at the request of the broadcaster if it is in
compliance with all the license conditions. In 2002 the Slovenian Media Council extended all of the licenses held by Pop TV
and Kanal A until August 2012.

Ownership

On June 24, 2005, we acquired from Marijan Jurenec his 3.15% interest in Pro Plus (see Part II, Item 8, Note 3 "Acquisitions
and Disposals, Slovenia" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus). Following this transaction, we own 100% of the voting and economic interests in Pro Plus. Pro Plus owns
100% of Pop TV and Kanal A.

Ukraine

General

Ukraine, the most populous market served by us, is a parliamentary democracy with a population of 47.4 million people. Per
capita GDP is estimated to be US$ 1,715 in 2005, the lowest of all our markets, with a GDP growth rate in 2005 of 5.0%.
Nearly 100% of Ukrainian households have television and cable penetration is approximately 19%. According to our
estimates, the Ukrainian television advertising market grew by approximately 38% in 2005 to US$ 180 - 190 million.

In Ukraine, we operate one national television channel, STUDIO 1+1. The other five significant national broadcasters are the
public broadcaster UT1 as well as privately owned broadcasters Inter, Novij Kanal, ICTV and STV.

Operating and license companies

The Studio 1+1 Group is comprised of several entities involved in the broadcasting operations of Studio 1+1, the license
company. Innova provides programming and production services to Studio 1+1. The sale of Studio 1+1's advertising air time
has been out-sourced to Video International, a Ukrainian subsidiary of a Russian advertising sales company, in which we
have neither an economic nor a voting interest.

Following completion on January 11, 2006, we own a 65.5% interest in Ukrpromtorg 2003 LLC ("Ukrpromtorg"), which
owns 92.2% of Gravis LLC, which operates the GRAVIS channel and CHANNEL 7 in Kiev; 100% of Nart LLC, which
holds a satellite broadcasting license; and 75% of Stimul LLC, which operates TV STIMUL in Kirovograd (see Part II, Item
8, Note 21 "Subsequent Events, Ukraine" in our Annual Report on Form 10-K for the year ended December 31, 2005, as
amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated
by reference into this prospectus).
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Operations

STUDIO 1+1

The STUDIO 1+1 channel broadcasts programming and sells advertising under two licenses granted to it by the Ukrainian
Media Council on Ukrainian National Frequency Two ("UT-2") and reaches approximately 95% of Ukraine's population. The
STUDIO 1+1 channel began broadcasting on UT-2 in January 1997 under a license permitting 15 hours of broadcasting per
day, primarily in prime time. In July 2004 the station was awarded a second license allowing it to broadcast for the remaining
nine hours not covered by the station's 15-hour license. STUDIO 1+1 has been broadcasting a full 24-hour schedule since
early September 2004. The STUDIO 1+1 channel had a national all day audience share of 20.0% in 2005 and a 22.2% prime
time audience share.

The chart below summarizes the national all day and prime time audience share figures for STUDIO 1+1:

  
2001

 
2002

 
2003

 
2004

 
2005

STUDIO 1+1           
All day  21.9% 22.2% 19.1% 20.9% 20.0%
Prime time  28.9% 27.4% 25.8% 26.9% 22.2%

Source: GFK USM

Programming

The STUDIO 1+1 channel broadcasts for 24 hours per day and has a programming strategy to appeal to a broad audience
through a wide variety of programming, including series (popular Russian police and action series in particular), movies and
locally produced Ukrainian shows, features and news. Approximately 40% of programming is either in-house or out-sourced
local production, which consists primarily of a daily breakfast show, news broadcasts and news related programs, talk shows,
documentaries, game shows, sport and lifestyle magazine shows and comedy shows.

The Studio 1+1 Group has secured exclusive territorial or local language broadcast rights in Ukraine to a variety of successful
high quality Russian, American and Western European programs and films from many of the major studios, including Warner
Bros., Paramount Pictures, Universal Pictures and Columbia Pictures. Studio 1+1 has agreements with Reuters for foreign
news packages and other footage to be integrated into its programming. All non-Ukrainian language programs and films
(including those in the Russian language) are dubbed or subtitled in Ukrainian.

Studio 1+1 is required to comply with certain restrictions on programming, including regulations on the origin of
programming. These include the requirement that 80% of all programming must be in the Ukrainian language (including
acquired programming that is dubbed).

On January 12, 2006, the Ukraine parliament adopted an amended version of the Ukraine Media Law that includes
modifications to the regulations on the origin of programming. Under the amended Ukraine Media Law, at least 50% of
programming broadcast by Studio 1+1 must consist of Ukrainian audio-visual works. This amended Ukraine Media Law is
expected to come into force in March 2006.
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Advertising

The Studio 1+1 Group derives revenues principally from the sale of commercial advertising time through both media buying
groups and independent agencies. Video International sells advertising for the Studio 1+1 Group on an exclusive basis until
the end of the term of the 15-hour broadcasting license on December 31, 2006. Advertisers include large multinational firms
such as Procter & Gamble, Kraft Foods, Samsung, Unilever, Coca-Cola, Wrigley, Colgate-Palmolive, Mars and Nestle. Our
top ten advertising clients contributed approximately 30% to our total advertising revenues in Ukraine in 2005.

Within the Ukrainian advertising market, television accounts for approximately 47% of total advertising spending. STUDIO
1+1 also competes for advertising revenues with other media, such as print, radio, outdoor advertising and direct mail.

Privately owned broadcasters are allowed to broadcast advertising for 15% of their total broadcast time. The public
broadcaster, which is also financed through a compulsory license fee, is subject to the same restrictions on advertising time.
There are restrictions on the frequency of advertising breaks both during and between programs. There are also restrictions
that relate to advertising content, including a ban on tobacco advertising and a prohibition on the advertising of alcoholic
beverages before 11:00 pm

Competition

Three national television channels serve Ukraine: the public broadcaster UT-1, STUDIO 1+1, and Inter, another privately
owned broadcaster. In addition, ICTV, STV and Novi Kanal, which are all privately owned broadcasters, have used a series
of regional frequencies to establish regional networks. Inter, the STUDIO 1+1 channel's main competitor, has a programming
philosophy similar to that of STUDIO 1+1.

The chart below provides a comparison of our audience share and technical reach to that of our competitors:

Main television
channels

 
Ownership

 

Year of first
transmission

 
Signal distribution

 

Audience share
(2005)

 

Technical
reach

Inter  Local owners  1997  Terrestrial/satellite/cable  25.5% 78%
STUDIO 1+1  CME  1996  Terrestrial/satellite/cable  20.0%  95%
Novi Kanal  Local owners  1998  Terrestrial  9.1% 50%
ICTV  Local owners  Unknown  Terrestrial  7.2% n/a
STV  Local owners  Unknown  Terrestrial  5.2% n/a
UT-1  Public Television  1952  Terrestrial/cable  1.8% 98%
Others        31.2%  
          
        100.0%  

Source: GFK USM and CME Research

License Renewal

Licenses in Ukraine are renewed by the Ukraine Media Council in accordance with the terms of the 1995 Act on Television
and Radio Broadcasting. Studio 1+1's main 15-hour broadcast license, covering prime time, expires on December 31, 2006.
An application for renewal can be
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filed from six to nine months prior to the expiration and we expect to file an application during the second quarter of 2006.
The Ukraine Media Law provides a presumption of license renewal provided that Studio 1+1 applies on time and does not
infringe Ukrainian Media Council rules prior to the expiration of the current term. We believe we are currently in compliance
with all these conditions. The remaining nine hours of Studio 1+1's schedule are broadcast pursuant to a 10-year broadcast
license expiring in August 2014.

Ownership

The Studio 1+1 Group consists of several entities in which we hold direct or indirect interests. The Key Agreement among
Boris Fuchsmann, Alexander Rodnyansky, Studio 1+1, Innova, IMS, CME Ukraine Holding GmbH and us, entered into as at
December 23, 1998, gives us a 60% economic interest in all Studio 1+1 Group companies and a 60% ownership interest in all
the group companies except for the license company Studio 1+1, due to regulatory restrictions on direct foreign ownership of
broadcasting companies in Ukraine. Accordingly, we hold a 60% ownership interest and are entitled to 60% of the profits in
each of Innova, IMS and TV Media Planet. Innova owns 100% of Inter-Media, a Ukrainian company, which in turn holds a
30% interest in Studio 1+1. At present our indirect ownership interest in Studio 1+1 is 18%.

On December 30, 2004, we entered into an additional agreement with Boris Fuchsmann, Alexander Rodnyansky and Studio
1+1, which re-affirms our entitlement to 60% of any distribution from Studio 1+1 to its shareholders until such time as
Ukrainian legislation allows us to increase our voting and economic interest in Studio 1+1 to 60% (see Item 3, "Legal
Proceedings, Ukraine").

Significant decisions involving entities in the Studio 1+1 Group are taken by the shareholders and require majority consent.
Certain fundamental corporate matters of the other entities require the vote of 61% of the shareholders except for certain
decisions involving the license company Studio 1+1, which require a 75% vote.

Alexander Rodnyansky, a previous general director, is the Honorary President of Studio 1+1 and continues as the 70%
shareholder in the license company. Mr. Rodnyansky is also the general director of the Russian broadcaster CTC Media based
in Moscow.

Corporate operations

In addition to group management and corporate administration, our central organization provides oversight and support to our
television operations. The functions include network management, financial planning and analysis, financial control and legal
services.

Employees

As of February 13, 2006, our operating companies had a total of approximately 2,800 employees (including freelance staff
and contractors) and we had a corporate staff of 41 employees in London and Amsterdam. None of our employees or the
employees of any of our subsidiaries are covered by a collective bargaining agreement. We believe that our relations with our
employees are good.
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Management's discussion and analysis
of financial condition and results of operations 

The following discussion should be read in conjunction with the sections entitled "Forward-looking Statements" and "Risk
Factors" above.

Contents

I.  Executive summary   
II.  General market information   
III.  Analysis of segment results   
IV.  Analysis of the results of consolidated operations   
V.  Liquidity and capital resources   
VI.  Critical accounting policies and estimates   
VII.  Related party matters   

I. Executive summary

During 2005 we delivered on our previously announced strategy:

• We improved the financial performance of our core stations (Romania, Slovak Republic, Slovenia, Ukraine) by
delivering an increase in Segment Net Revenues of 22% and Segment EBITDA of 31% from 2004; 

• We completed the acquisition of the TV Nova (Czech Republic) group, which has substantially increased the scale
of our business and created opportunities to leverage our market size; and 

• We increased our interest in our Romanian operations to 85% and in our Slovenian operations to 100% and reached
an agreement to increase our interest in our Slovak operations to 80%.

The principal events since January 1, 2005 are as follows:

• In May 2005, we acquired the TV Nova (Czech Republic) group for total consideration of US$ 909.5 million,
which owns and operates TV NOVA, the leading television channel in the Czech Republic; 

• To finance our acquisition of the TV Nova (Czech Republic) group in May 2005, we issued Senior Notes in the
aggregate principal amount of Euro 370.0 million (approximately US$ 480 million at the time of issuance); we also
raised net proceeds of approximately US$ 230.6 million by selling approximately 5.4 million shares of Class A
Common Stock; 

• On June 27, 2005, our Class A Common Stock began trading on the Prague Stock Exchange; 

• We increased our interest in our Slovenian operations to 100% following the sale by Marijan Jurenec of his 3.15%
interest in Pro Plus during the second quarter of 2005;
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• In June 2005, we performed an analysis of our Croatian intangible assets and goodwill to determine if they were
impaired in light of our modified strategy. As a result of this analysis we determined that our Croatian investment
was impaired by US$ 35.3 million (for further information see Part II, Item 8, Note 4, "Goodwill and Intangible
Assets" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by
reference into this prospectus); 

• On September 1, 2005, we acquired Galaxie Sport, which operates the leading sports cable channel GALAXIE
SPORT in the Czech and Slovak Republics; 

• At the end of October 2005, we entered into an agreement with our Slovak partners to acquire a controlling interest
in our Slovak operations, and to increase our economic interest in those operations from 70% to 80% for total
consideration of approximately US$ 29.5 million (including deferred consideration of US$ 5.1 million payable on
May 31, 2006). Following completion on January 23, 2006, we now own (directly and indirectly) an 80% voting
interest in Markiza and a voting interest of 89.8% in STS. As a result of this transaction, we will begin
consolidating the results of our Slovak operations from January 2006 (for further information see Part II, Item 8,
Note 21, "Subsequent Events, Slovak Republic" in our Annual Report on Form 10-K for the year ended
December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on
March 15, 2006, which is incorporated by reference into this prospectus); 

• On October 28, 2005, we entered into an agreement with Dertus Finance Group Limited ("Dertus") providing for
the purchase by us of a 65.5% interest in Ukrpromtorg 2003 LLC ("Ukrpromtorg"), a company that owns and
operates the GRAVIS channel and CHANNEL 7 in Kiev and one other local channel in Ukraine, for a total
investment of approximately US$ 7.0 million (subject to any adjustment following an audit of the closing balance
sheet). This acquisition of additional distribution capacity in Ukraine, which was completed on January 11, 2006, is
intended to complement STUDIO 1+1 and to allow the costs of our Ukrainian operations to be allocated across
multiple channels (for further information see Part II, Item 8, Note 21, "Subsequent Events, Ukraine" in our Annual
Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the
Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus);
and 

• On February 17, 2006, we purchased an additional 5% of Pro TV, MPI and Media Vision from Adrian Sarbu for
consideration of US$ 27.2 million (for further information, see Part II, Item 8, Note 21 "Subsequent Events,
Romania" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by
reference into this prospectus). We now own a 90% voting and economic interest in Pro TV and MPI and a 75%
voting and economic interest in Media Vision. 

• On March 7, 2006, the Slovak Republic Media Council extended the MARKIZA TV license to September 2019.
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Future trends

As our markets mature, we anticipate more intense competition for audience share and advertising spending from other
incumbent terrestrial broadcasters and, to a lesser extent, from local cable and satellite broadcasters. We believe we are in a
solid position to manage increased competition. In the near term we intend to continue to pursue further improvements in the
performance of our existing operations in order to maximize the potential for organic growth.

Our priorities in this regard include:

• Pursuing sub-regional efficiencies, especially between Slovenia and Croatia and between the Czech and Slovak
Republics; 

• Supporting the growth of television advertising revenues in our markets through increased pricing and through
development of additional channels to expand our advertising inventory and target niche audiences; 

• Leveraging our existing brands and assets to develop new revenue opportunities, including in the creation and
distribution of programming and in the new media sectors; and 

• Continuing to expand our footprint into additional Central and Eastern European markets when financially prudent
opportunities arise.

In particular, we are planning the following during 2006:

• We intend to pursue improvements in the effectiveness of our operations in the Czech Republic and in the Slovak
Republic, where we acquired control in early 2006. We have identified potential opportunities and are
implementing measures to reduce operating expenses and streamline the operating structures of those operations,
including in the areas of production and programming, and to reorient the advertising sales strategy to drive the
expansion of revenues. Under our multi-year cost reduction program, we anticipate that our costs savings will be
partially offset by one-time charges as we roll out our strategy. The focus of the TV Nova (Czech Republic) group
going forward will be the development of advertising revenues through price increases. It is not possible to predict
the impact of this change on advertising revenues of the Czech Republic operations for 2006 on a full-year basis.
We expect advertising revenues to decline in the early part of 2006 as the new advertising sales strategy is
introduced. However, we believe that the successful implementation of this policy and continued strong audience
share and ratings for TV NOVA will lead to accelerated growth both in the revenues of the Czech operations and in
the television advertising market generally over the next several years. 

• Following the completion of our acquisition of a controlling interest in Ukrpromtorg on January 11, 2006, we
intend to re-brand the channels and to expand their reach through the activation of the satellite license and
acquisition of additional local (and regional) licenses with coverage of key population centers. We will continue to
seek similar opportunities to expand our footprint within each of our markets where possible.
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• We are planning to continue to invest in the development of our Croatian operations. We expect to continue to
increase our audience share by acquiring higher quality programming by making additional strategic investments in
local productions, as well as by making limited capital investments in order to extend the technical reach of those
operations.

Management changes

• Effective April 12, 2005, Marijan Jurenec was promoted to the new role of Director of the Adriatic Region with
responsibility for our operations in Croatia and Slovenia; 

• Effective October 1, 2005, Romana Tomasová was appointed as Director of Corporate Communications,
responsible for investor, government and public relations; 

• Effective February 1, 2006, Vaclav Mika was appointed General Director for the MARKIZA TV channel; and 

• Effective February 20, 2006, we appointed Adrian Sarbu to oversee our operations in the Czech and Slovak
Republics in addition to his existing responsibilities as General Director of our operations in Romania.

Continuing operations

The following table provides a summary of our consolidated results for each of the three years ended December 31, 2005,
2004, and 2003:

 

  For the year ended December 31,  
(US$000's)

 
2005

 
2004

 
Movement

 
2004

 
2003

 
Movement

 
 

Net Revenues  400,978 182,339 218,639 182,339 124,978 57,361 
 
Operating income/(loss)

 
 

 
52,369

 
 

 
18,740

 
 

 
33,629

 
 

 
18,740

 
 

 
(4,410

 
)

 
23,150

 
 

Net income/(loss) from
continuing operations  43,008 16,007 27,001 16,007 (24,201) 40,208 
   
Net income  42,495 18,531 23,964 18,531 346,012 (327,481)

 

II. General market information

Emerging Markets

Our revenue generating operations are located in Central and Eastern Europe, namely the Czech Republic, Croatia, Romania,
the Slovak Republic, Slovenia and Ukraine. These emerging economies initially adopted Western style democratic forms of
government within the last fifteen years and have legal systems, systems of corporate governance and business practices that
continue to evolve. A lower level of development and experience in these areas within our Central and Eastern European
markets, by comparison with other Central and Eastern European and Western markets, increases the relative level of
business risk.

One indicator of the rate of development and the current relative level of business risk associated with economic development
is Coface ratings. These are an assessment of the relative risk of payment default in different markets. The table below
indicates the Coface ratings for each of the countries in which we operate. For purposes of comparison with other
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Central and Eastern European markets and selected Western markets, the United States and the United Kingdom were both
ranked A1 in 2005, Hungary was ranked A2, Poland was ranked A3, Greece and Italy were ranked A2 and Russia and Turkey
were ranked B.

Country
 

2005
rating

 
Detail of 2005 rating

 

2004
rating

 

2003
rating

 

2002
rating

Croatia  A4 An already patchy payment record could be further
worsened by a deteriorating political and economic
environment. Nevertheless, the probability of a
default is still acceptable.

 A4 A4 A4

 
Czech Republic

 
 

 
A2

 
 

 
Default probability is still weak even in the case
when one country's political and economic
environment or the payment record of companies is
not as good as in A1-rated countries.

 
 

 
A2

 
 

 
A3

 
 

 
A3

 
Romania

 
 

 
A4

 
 

 
An already patchy payment record could be further
worsened by a deteriorating political and economic
environment. Nevertheless, the probability of a
default is still acceptable.

 
 

 
B

 
 

 
B

 
 

 
B

 
Slovenia

 
 

 
A2

 
 

 
Default probability is still weak even in the case
when one country's political and economic
environment or the payment record of companies is
not as good as in A1-rated countries.

 
 

 
A2

 
 

 
A2

 
 

 
A2

 
Slovak Republic

 
 

 
A3

 
 

 
Adverse political or economic circumstances may
lead to a worsening payment record that is already
lower than the previous categories, although the
probability of a payment default is still low.

 
 

 
A3

 
 

 
A3

 
 

 
A4

 
Ukraine

 
 

 
C

 
 

 
A very unsteady political and economic
environment could deteriorate an already bad
payment record.

 
 

 
C

 
 

 
C

 
 

 
D

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Coface USA. Country ratings issued by the Coface Group measure the average default risk on corporate payments in a given country and indicate to
what extent a company's financial commitments are affected by the local business, financial and political outlook. Coface continuously monitors 140
countries using a spectrum of indicators incorporating political factors, risk of currency shortage and devaluation, ability to meet financial commitments
abroad, risk of a systemic crisis in the banking sector, cyclical risk, and payment behavior for short term transactions.

European union expansion

The Czech Republic, Slovenia and the Slovak Republic acceded to the EU in May 2004. We currently anticipate that
Romania will accede in 2007 and Croatia is currently in accession negotiations. Accession to the EU is likely to bring certain
positive developments. All countries joining the EU become subject to EU legislation and we believe that the ongoing
progress towards EU entry reduces the political and economic risks of operating in the emerging
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markets of Central and Eastern Europe. The reduction in political risk factors may encourage increased foreign investment
that will be supportive of economic growth. Accession to the EU may also bring certain negative developments. The adoption
of EU compliant legislation in connection with accession may result in the introduction of new standards affecting industry
and employment, and compliance with such new standards may require increased spending.

Television advertising markets

We derive almost all of our revenue from the sale of television advertising, most of which is sold through media houses and
independent agencies. Like other television operators, we experience seasonality, with advertising sales tending to be lowest
during the third quarter of each calendar year due to the summer holiday period (typically July and August), and highest
during the fourth quarter of each calendar year. For the year ended December 31, 2005, 90% of our total Segment Net
Revenue came from television advertising.

The per capita GDP in our markets is lower than that of Western markets. As a result of the lower GDP and weaker domestic
consumption total advertising expenditure spending and consequently, television advertising spending per capita tends to be
lower than in Western markets. However, because television was commercialized at the same time as other media in our
markets, television advertising spending tends to be higher as a proportion of total advertising spending in Central and
Eastern European markets compared to Western markets, where newspapers and magazines and radio were established as
advertising media well before the advent of television advertising.

Country

 

Population
(in millions)(1)

 

Per capita
GDP 2005(2)

 

Total
advertising

spending per
capita 2005

(US$)(3)

 

Total
advertising

spending as a
% of GDP

2005(3)

 

TV
advertising

spending per
capita (US$)(3)

 

TV
advertising

spending as a
% of total

advertising
spending(3)

Croatia  4.3  $ 8,176  $ 57.95  0.71%  $ 27.54  48%
Czech Republic  10.2  $ 11,148  $ 73.59  0.66%  $ 34.76  47%
Romania  21.3  $ 4,460  $ 12.24  0.27%  $ 7.32  60%
Slovak Republic  5.4  $ 9,312  $ 35.63  0.38%  $ 17.84  50%
Slovenia  2.0  $ 17,050  $ 55.85  0.33%  $ 33.29  59%
Ukraine  47.4  $ 1,715  $ 8.35  0.49%  $ 3.92  47%

(1) Source: Global Insight Country Analysis (2005 data). 

(2) Source: ING (September 2005 data). 

(3) Source: CME estimates.
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For purposes of comparison, the following table shows the advertising market statistics for other Central and Eastern
European markets and selected Western markets.

Country

 

Population
(in millions)(1)

 

Per capita
GDP 2005(1)

 

Total
advertising

spending per
capita 2005

(US$)(2)

 

Total
advertising

spending as a
% of GDP

2005(2)

 

TV
advertising

spending per
capita (US$)(2)

 

TV
advertising

spending as a
% of total

advertising
spending(2)

Greece  11.1 $ 19,685 $ 213 1.09% $ 71 33%
Hungary  10.1 $ 10,713 $ 122 1.14% $ 81 66%
Italy  58.0 $ 29,567 $ 166 0.56% $ 92 55%
Poland  38.6 $ 6,622 $ 28 0.42% $ 14 51%
Russia  143.9 $ 4,279 $ 34 0.79% $ 16 46%
Turkey  72.2 $ 4,345 $ 23 0.52% $ 13 56%
UK  59.5 $ 37,333 $ 322 0.86% $ 95 30%
USA  295.4 $ 42,471 $ 507 1.19% $ 188 37%

(1) Source: ZenithOptimedia (December 2005). 

(2) Source: CME estimates.

There is no objective source for reliable information on the size of television advertising spending in our markets. The
following table sets out our current estimates of the development of television advertising spending by market in US$
millions.

Country
 

2001
 

2002
 

2003
 

2004
 

2005

Croatia        110 - 120 115 - 125
Czech Republic        335 - 345 350 - 360
Romania  60 - 70 65 - 75 85 - 95 110 - 120 150 - 160
Slovak Republic  35 - 45 40 - 50 60 - 70 80 - 90 90 - 100
Slovenia  45 - 55 45 - 55 45 - 55 55 - 65 60 - 70
Ukraine  70 - 85 85 - 100 100 - 115 130 - 140 180 - 190

Market sizes are quoted at US dollar exchange rates applicable at the end of each year.

Television advertising sales

In the countries in which we operate, advertisers tend to allocate their television advertising budgets among channels based
on each channel's audience share, audience demographic profile and pricing policy. We generally offer two different bases of
pricing to our advertising customers. The first basis is cost per gross rating point (which we refer to as "GRP"). A GRP
represents one percent of the population over the age of four. The second basis is rate-card, which reflects the timing and
duration of an advertisement. Whether advertising is sold on a GRP basis or a rate-card basis depends on the dynamics of a
particular market and our relative audience share.

Cost per GRP pricing:     Advertising priced on a cost per GRP basis allows an advertiser to specify the number of gross
ratings points that it wants to achieve with an advertisement within a defined period of time. We schedule the timing of the
airing of the advertisements during such defined period of time in a manner that enables us both to meet the advertiser's GRP
target and to maximize the use and profitability of our available advertising programming time. The price per GRP package
varies depending on the demographic group that the advertisement is
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targeting, the flexibility given to us by advertisers in scheduling their advertisements and the rebates offered by us to
advertising agencies and their clients. GRP package sales generally allow for better inventory control than rate-card pricing
and optimize the net price per GRP achieved.

Rate-card pricing:     Advertising priced on a rate-card basis is applied to advertisements scheduled at a specific time.
Consistent with industry practice, we provide an incentive rebate on rate-card prices to a number of advertising agencies and
their clients.

The majority of our advertising customers commit to annual minimum spending levels. We usually schedule specific
advertisements one month in advance of broadcasting them. Prices paid by advertisers, whether they purchase advertising
time on a GRP package or rate-card basis, tend to be higher during peak viewing months, particularly during the fourth
quarter, than during off-peak months such as July and August. We recognize our advertising revenue at the time the relevant
advertisement is broadcast. As is common in the television broadcasting industry, we provide some advertising agencies and
advertisers with incentive rebates. We recognize advertising revenue net of these rebates. For the purposes of management
discussion and analysis total advertising revenue net of rebates is referred to as "net spot revenue'. Non-spot revenue refers to
revenue from sponsorship, game shows, program sales, text messaging, cable subscriptions as well as barter transactions.

Occasionally, we enter into barter transactions pursuant to which we exchange advertising time for goods and services. We
record barter transactions at the fair market value of the goods or services received. Barter transactions represented 2% of our
Segment Net Revenue for 2005 and 3% for 2004.

Our goal is to increase revenues from advertising in local currency year-on-year in every market through disciplined
management of our advertising inventory. In any given period, revenue increases can be attributable to combinations of price
increases, higher inventory sales, seasonal or time-of-day incentives, target-audience delivery of specific campaigns,
introductory pricing for new clients or audience movements based on our competitors' program schedule.

III. Analysis of segment results

Overview

We manage our business on a country-by-country basis and review the performance of each business segment using data that
reflects 100% of operating and license company results. Our business segments are comprised of Croatia, the Czech
Republic, Romania, the Slovak Republic, Slovenia and Ukraine.

We evaluate the performance of our business segments based on Segment Net Revenues and Segment EBITDA. Segment Net
Revenues and Segment EBITDA include STS and Markiza (our operating and license company affiliates in the Slovak
Republic) for the year ended December 31, 2005 and STS, Markiza and Radio Pro in Romania for the year ended
December 31, 2004. These entities are not consolidated under US GAAP.

We acquired our Croatian operations on July 16, 2004. Therefore, comparable 2004 financial information is included from
the date of acquisition only. We acquired our Czech operations on May 2, 2005. Therefore, 2005 results are from the date of
acquisition. We do not include any
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detailed year-on-year comparisons of financial results for our Croatian operations and provide only qualified limited
comparisons for our Czech operations.

Our key performance measure of the efficiency of our business segments is EBITDA margin. We define Segment EBITDA
margin as the ratio of Segment EBITDA to Segment Net Revenues.

Segment EBITDA is determined as segment net income/loss, which includes costs for program rights amortization, before
interest, taxes, depreciation of property, plant and equipment and amortization of intangible assets. Items that are not
allocated to our segments for purposes of evaluating their performance, and therefore are not included in Segment EBITDA,
include:

• expenses presented as corporate operating costs in our Consolidated Statement of Operations; 

• foreign currency exchange gains and losses; and 

• certain unusual or infrequent items (e.g., extraordinary gains and losses, impairments on assets or investments).

We use Segment EBITDA as a component in determining management bonuses.

For a full reconciliation of our Segment Net Revenues and Segment EBITDA by operation to our consolidated US GAAP
results for the years ended December 31, 2005, 2004 and 2003 see Part II, Item 8, Note 17, "Segment Data" in our Annual
Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus.

A summary of our total Segment Net Revenues, Segment EBITDA and Segment EBITDA margin showing the relative
contribution of each Segment, is as follows.

  For the years ended December 31, (US $000's)

Segment financial information
 

2005
 

(1)
 

2004
 

(1)
 

2003
 

(1)

Segment Net Revenue                
Croatia (NOVA TV)  $ 22,030 5% $ 9,757 4% $ — —%
Czech Republic (TV NOVA, GALAXIE
SPORT)   154,010 33%  — —%  — —%
Romania(2)   103,321 22%  76,463 31%  51,177 29%
Slovak Republic (MARKIZA TV)   64,266 14%  61,576 25%  50,814 29%
Slovenia (POP TV and KANAL A)   48,770 10%  45,388 18%  37,168 21%
Ukraine (STUDIO 1+1)   72,847 16%  53,351 22%  36,633 21%
  
Total Segment Net Revenue  $ 465,244  100%  $ 246,535  100%  $ 175,792  100%
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Segment EBITDA

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Croatia (NOVA TV)  $ (15,866) (10)% $ (3,756) (5)% $ — —%
Czech Republic (TV NOVA, GALAXIE
SPORT)   71,544 45%  — —%  — —%
Romania(2)   43,803 28%  25,198 34%  12,206 27%
Slovak Republic (MARKIZA TV)   17,240 11%  18,975 25%  11,657 26%
Slovenia (POP TV and KANAL A)   19,337 12%  19,077 26%  13,173 29%
Ukraine (STUDIO 1+1)   21,803 14%  14,729 20%  7,999 18%
  
Total Segment EBITDA  $ 157,861  100%  $ 74,223  100%  $ 45,035  100%
  
Segment EBITDA Margin(3)   34%     30%     26%   

(1) Percentage of Total Segment Net Revenue / Total Segment EBITDA 

(2) Romanian networks are PRO TV, PRO CINEMA, ACASA and PRO TV INTERNATIONAL for the year ended December 31, 2005 and PRO TV,
PRO CINEMA, ACASA, PRO TV INTERNATIONAL, PRO FM and INFOPRO for the years ended December 31, 2004 and 2003. 

(3) We define Segment EBITDA margin as the ratio of Segment EBITDA to Segment Net Revenue.

Analysis by geographic segment

(A) Croatia

 

  

For the years ended December 31,
(US $000's)  

Segment financial information
 

2005
 

2004(1)
 

Movement
 
 

Croatian Net Revenues  $ 22,030 $ 9,757 $ 12,273 
Croatian EBITDA  $ (15,866) $ (3,756) $ (12,110)
Croatian EBITDA Margin   (72)%  (38)%  (34)% 

 

(1) 2004 Results are presented from acquisition in July 2004

Market background:     We acquired our Croatian operations on July 16, 2004. We estimate the television advertising
market in Croatia has shown local currency growth of approximately 4% in 2005 and is expected to show single digit growth
during 2006.

National all day audience share for NOVA TV grew to 13.6% in 2005 compared to 12.0% in the previous year. Prime time
audience share grew from 10.9% to 13.3%. Prime time ratings for the whole market increased from 38.4% in 2004 to 43.8%
in 2005. We believe that this was due to the increased quality of the overall television offering in this market. NOVA TV
prime time ratings increased from 4.1% to 5.8% in this period.

• Net Revenues for the year ended December 31, 2005 were US$ 22.0 million compared to US$ 9.8 million for the
period from acquisition on July 16, 2004 to December 31, 2004. Net revenue for the period from July 2005 fell US$
1.0 million or 10% when compared to the equivalent post acquisition period in 2004. The reduction in revenue was
attributable to lower barter revenues as some of these were forgone in accordance with our policy to minimize
barter transactions. Net spot revenues increased by 19%
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over the period from July to December 2005 when compared to the same period in 2004, driven principally by
growth in the volume of ratings sold.

• Croatian Segment EBITDA for the year ended December 31, 2005 was a loss of US$ 15.9 million, which is
substantially attributable to investment in programming to attract greater audience share.

Costs charged in arriving at Segment EBITDA for 2005 included US$ 20.4 million of programming costs, US$ 9.4 million of
other operating costs and US$ 8.1 million of selling general and administrative expenses.

(B) Czech Republic

Segment financial information
 

For the eight months ended
December 31, (US $000's)

2005(1)

Czech Republic Net Revenues  $ 154,010
Czech Republic EBITDA  $ 71,544
Czech Republic EBITDA Margin   46%

(1) Results are presented from acquisition on May 2, 2005.

Market background:     We acquired our Czech Republic operations on May 2, 2005. During 2005, we estimate the
television advertising market in the Czech Republic grew by approximately 4% in local currency.

After the Office for the Protection of Economic Competition of the Czech Republic began conducting an investigation during
the fourth quarter of 2005 regarding potential infringements of Czech antimonopoly legislation in respect of the sale of
advertising on the TV NOVA channel from 2004, CET 21 has, without acknowledging any infringements alleged by the
Antimonopoly Office, agreed to make certain undertakings in respect of the sale of advertising on TV NOVA. Upon
acceptance of these undertakings by the Antimonopoly Office and subject to observance of them, the investigation will be
terminated.

We have incorporated these undertakings into our new advertising sales strategy, which is designed to address the fact that
the television advertising market in the Czech Republic has shown slow growth over the past several years compared to
general economic growth rates. This is due in part to broadcasters focusing on obtaining an increased share of revenues
committed to television advertising rather than raising advertising prices. The focus of the TV Nova (Czech Republic) group
going forward will be the development of advertising revenues through price increases.
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It is not possible to predict the impact of this change on the advertising revenues of the Czech Republic operations for 2006
on a full-year basis. We expect advertising revenues to decline in the early part of 2006 as the new advertising sales strategy
is introduced. However, we believe that the successful implementation of this policy and continued strong audience share and
ratings for TV NOVA will lead to accelerated growth both in the revenues of the Czech operations and in the television
advertising market generally over the next several years.

TV NOVA (Czech Republic) is ranked first (of four channels) in the market based on its national all day audience share of
41% for 2005.

• Net revenues for the period from acquisition to December 31, 2005 were US$ 154.0 million. We acquired our
Czech Republic operations in May 2005 and accordingly no comparative data from 2004 is available. Galaxie Sport
(acquired on September 1, 2005) contributed US$ 1.6 million to total net revenue. 

• Czech Republic Segment EBITDA for the period from May 2, 2005 to December 31, 2005 was US$ 71.5 million
resulting in an EBITDA margin of 46%.

Costs charged in arriving at Segment EBITDA for the eight months ended December 31, 2005 included
US$ 50.6 million of programming costs, US$ 14.9 million of other operating costs and US$ 16.9 million of selling,
general and administrative expenses.

We do not have audited US GAAP financial statements for the TV Nova (Czech Republic) group for the
four-month period immediately prior to our acquisition. Based on our estimates for this period we believe that net
revenues for the twelve-month period ended December 31, 2005 amounted to approximately US$ 235 million. This
represents an increase of US$ 26.9 million or 13% over the US GAAP net revenues for the TV Nova (Czech
Republic) group for the year ended December 31, 2004 published in Amendment No. 2 to our Registration
Statement No. 333-123822 on Form S-3 filed with the SEC on April 28, 2005. In local currency, our estimates
indicate sales growth of 6%. We estimate that Segment EBITDA for the twelve-month period ended December 31,
2005, excluding one-time adjustments from fair value apportionments on acquisition, amounted to approximately
US$ 110.8 million, an increase of US$ 11.4 million, or 11.5%, over our estimate of US GAAP Segment EBITDA
for 2004. The local currency estimated Segment EBITDA growth was 4% and consequently year on year EBITDA
margin has fallen from 48% to an estimated 47%.

(C) Romania

  
For the years ended December 31, (US $000's)

Segment financial information

 

2005

 

2004

 

Movement

 

2004

 

2003

 

Movement

Romanian Net Revenues  $ 103,321 $ 76,463 $ 26,858  $ 76,463 $ 51,177 $ 25,286
Romanian EBITDA  $ 43,803 $ 25,198 $ 18,605  $ 25,198 $ 12,206 $ 12,992
Romanian EBITDA Margin   42%  33%  9%   33%  24%  9%

Market background:     Romania continues to be one of the fastest growing economies in Central and Eastern Europe. We
estimate the television advertising market grew approximately 36% during 2005. We expect the advertising market to show
continued growth in the range of 30% to 40% in 2006. The combined national all day audience share for our three channels
grew from 23.8% in 2004 to 24.6% in 2005.
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• Net revenues for the year ended December 31, 2005 increased by US$ 26.9 million, or 35%, compared to 2004.
Net spot revenue increased by US$ 25.0 million or 34% and non-spot revenue increased by US$ 1.9 million or
52%, principally due to increased cable tariff revenue. Excluding RADIO PRO, which was included in our results
in 2004 but excluded in 2005, Segment Net Revenues grew US$ 29.5 million or 40%, principally due to net spot
revenue growth of 39%.

The increase in net spot revenues was driven by a 49% increase in the number of thirty-second advertising spots
sold across our three-channel operation. Average revenues per thirty-second spot grew at a double-digit rate for all
three channels. Two thirds of the volume growth arose in PRO CINEMA, which was launched in April 2004 and
where average spot prices are lowest of the three channels. Most of the remaining volume growth arose in ACASA.
Because the increase in the volume of spots sold occurred principally on the channels with the lowest price per spot,
there was an overall 7% reduction in average revenue per thirty-second spot across the three channels.

Net Revenues for 2004 increased by 49% over 2003, reflecting the increase in advertising prices and additional
advertising inventory available following the launch of PRO CINEMA in April 2004.

• Romanian Segment EBITDA for the year ended December 31, 2005 increased by US$ 18.6 million or 74%
compared to 2004, resulting in an EBITDA margin of 42%, which represents a significant increase over the 33%
EBITDA margin delivered in the prior year.

Costs charged in arriving at Segment EBITDA for the year ended December 31, 2005 increased by US$ 8.3 million
or 16% compared to 2004. The cost of programming grew by US$ 5.5 million or 19% due to increased costs of
acquired programming and increased investment in locally produced news and sport programs. We estimate that a
change in the programming amortization policy implemented in 2004 reduced amortization charges in 2005 by
approximately US$ 2.5 million. We do not expect this benefit to continue in future periods. Other operating costs
increased by US$ 1.8 million or 13% due to the appreciation of the New Romanian Lei, compared to the US dollar,
increasing salary and wage costs. Selling, general and administrative expenses increased by US$ 0.9 million or 13%
primarily due to increased rent and office costs of US$ 0.8 million.

Segment EBITDA for 2004 increased by US$ 13.0 million or 106% compared to 2003 as a result of the growth of
the television advertising market and increases in prices for advertising. The EBITDA margin increased from 24%
in 2003 to 33% in 2004.

(D) Slovak Republic

  
For the years ended December 31, (US $000's)

Segment financial information

 

2005

 

2004

 

Movement

 

2004

 

2003

 

Movement

Slovak Republic Net Revenues  $ 64,266 $ 61,576 $ 2,690  $ 61,576 $ 50,814 $ 10,762
Slovak Republic EBITDA  $ 17,240 $ 18,975 $ (1,735) $ 18,975 $ 11,657 $ 7,318
Slovak Republic EBITDA Margin   27%  31%  (4)%   31%  23%  8%
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Market background:     We estimate that the television advertising market grew by approximately 4% in local currency in
2005. Measured in US dollars, the television advertising market grew by an estimated 7% in 2005 with the difference in
growth rates resulting from the weakening of the US dollar in the period. We anticipate that the television advertising market
will show single digit growth in 2006.

The implementation of peoplemeters to measure audience share and ratings in late 2004 had the anticipated effect of reducing
the recorded share of all leading broadcasters. The all day average audience share of MARKIZA TV fell to 31.1% from
39.6% in 2004. The primary beneficiaries of this change in audience share were foreign channels with cross border reception
in the Slovak Republic and small cable channels. The peoplemeter introduction also showed that fewer people watch
television than had previously been believed, with national all day ratings falling from 19.1% in 2004 to 14.3% in 2005 and
prime time ratings falling from 62.8% in 2004 to 40.4% in 2005. This indicated that the amount paid for each rating point was
higher than had previously been believed. All national channels showed ratings losses. For MARKIZA TV, national all day
ratings declined from 7.6% in 2004 to 4.5% in 2005 and national prime time ratings fell from 25.3% in 2004 to 13.3% in
2005.

• Net Revenues for the year ended December 31, 2005 increased by US$ 2.7 million, or 4%, compared to 2004. Spot
revenue increased by US$ 2.9 million, or 5%, however, this was partially offset by a US$ 0.2 million or 4% decline
in non-spot revenue as a result of reduced barter revenue. In local currency, net revenue growth in 2005 was 1%.

The volume of advertising spots sold by MARKIZA TV increased by approximately 22% compared to 2004. The
average revenue per thirty-second spot decreased by 16% in local currency, primarily as a result of the decline in
measured audience share following the move to peoplemeters, but also because two significant local productions
did not perform as well as expected in the fourth quarter and did not achieve expected audience share against strong
competition.

Net Revenues increased 21% in 2004 compared to 2003, largely due to a weakening US dollar but also due to the
expansion of the television advertising market and increases in MARKIZA TV's prices. In local currency, revenues
grew by 7% in 2004 compared to 2003, in line with the growth of the television advertising market in that period.

• Slovak Republic Segment EBITDA for the year ended December 31, 2005 decreased by US$ 1.7 million or 9%
compared to 2004, and the EBITDA margin decreased from 31% in 2004 to 27% in 2005. Local currency EBITDA
decreased by 12% in 2005 compared to 2004.

Costs charged in arriving at Segment EBITDA for the year ended December 31, 2005 increased by US$ 4.4 million
or 10% resulting in the reduction of Segment EBITDA and the corresponding EBITDA margin compared to 2004.
The cost of programming increased by US$ 1.5 million or 7%, reflecting an increase in the volume of higher cost
local production and the costs of producing reality shows. The increase in programming costs was after allowing for
an estimated US$ 2.0 million reduction in programming amortization charges arising from a change in the
programming amortization policy implemented in 2004. We do not expect this benefit to continue in future periods.
Other operating costs increased by US$ 1.1 million, or 8%, due to increased staff and
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social insurance costs. Selling, general and administrative expenses increased by US$ 1.8 million, or 22%,
primarily as a result of the reversal of a US$ 1.1 million provision in 2004 due to resolution of a disagreement with
the other shareholders that had given rise to a provision in 2003 as well as increased facilities costs resulting from
operating an additional studio.

Segment EBITDA in 2004 increased US$ 7.3 million or 63% compared to 2003, with underlying local currency
growth of 43% compared to 2003. The EBITDA margin increased from 23% in 2003 to 31% in 2004.

(E) Slovenia

  
For the years ended December 31, (US $000's)

Segment financial information

 

2005

 

2004

 

Movement

 

2004

 

2003

 

Movement

Slovenian Net Revenues  $ 48,770 $ 45,388 $ 3,382  $ 45,388 $ 37,168 $ 8,220
Slovenian EBITDA  $ 19,337 $ 19,077 $ 260  $ 19,077 $ 13,173 $ 5,904
Slovenian EBITDA Margin   40%  42%  (2)%   42%  35%  7%

Market background:     We estimate the television advertising market showed growth of approximately 3% in US dollars
during 2005, and 2% in local currency. We expect the television advertising market to show low single digit growth in 2006.

The combined national all day audience share of our two channels remained constant by comparison with 2004 at 35.8%.

• Net revenues for the year ended December 31, 2005 increased by US$ 3.4 million, or 7%, compared to 2004. Net
spot revenue increased by US$ 1.8 million, or 4%, and non-spot revenue grew by US$ 1.6 million, or 96%. In local
currency, net revenues increased by 8%.

In local currency, advertising spot revenue increased by 5% as a run of successful locally produced programs led to
an increase in the volume of thirty-second advertising spots sold across our two channels. The average revenue per
thirty-second advertising spot was largely unchanged from 2004. Non-spot revenue grew due to increased internet
and reality show driven revenue from text messaging.

Net revenues increased 22% in 2004 compared to 2003 including the impact of the weakening US dollar. In local
currency, revenues increased by 14% in 2004 compared to 2003 due to higher average spot prices and increased
spending by major advertisers.

• Slovenian Segment EBITDA for the year ended December 31, 2005 increased by US$ 0.3 million or 1%. In local
currency Segment EBITDA increased by 2%. EBITDA margin decreased from 42% in 2004 to 40% in 2005. 

• Costs charged in arriving at Segment EBITDA for the twelve months ended December 31, 2005 increased by
US$ 3.1 million, or 12%, compared to 2004. Programming costs increased by US$ 0.8 million, or 7%, due to an
increase in local production costs from producing more reality shows. We estimate that the change in the
programming amortization policy implemented in 2004 reduced amortization charges in 2005 by approximately
US$ 1.1 million. We do not expect this benefit to
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continue in future periods. Other operating costs increased by US$ 2.2 million, or 23%, primarily as a result of
increased social insurance costs for employers of US$ 1.4 million as well as the reversal of a US$ 0.4 million
provision for broadcasting transmission costs in 2004 resulting in a lower than normal charge in that period.
Selling, general and administrative expenses increased by US$ 0.1 million, or 2%, as a result of general overhead
cost increases.

Segment EBITDA increased by US$ 5.9 million, or 45%, in 2004 compared to 2003 as a result of revenue increases
and the implementation of cost control measures as well as the benefit arising from the provision reversal referred
to above. The EBITDA margin increased from 35% in 2003 to 42% in 2004.

(F) Ukraine

  
For the years ended December 31, (US $000's)

Segment financial information

 

2005

 

2004

 

Movement

 

2004

 

2003

 

Movement

Ukrainian Net Revenues  $ 72,847 $ 53,351 $ 19,496  $ 53,351 $ 36,633 $ 16,718
Ukrainian EBITDA  $ 21,803 $ 14,729 $ 7,074  $ 14,729 $ 7,999 $ 6,730
Ukrainian EBITDA Margin   30%  28%  2%   28%  22%  6%

Market background:     The television advertising market grew approximately 38% for 2005 and we currently anticipate
that it will grow by 25% to 35% in 2006.

STUDIO 1+1's prime time audience share decreased from 26.9% in 2004 to 22.2% in 2005. This was partially as a result of
two very successful series generating significant audience share in the first six months of 2004 as well as STUDIO 1+1's
main competitor Inter broadcasting two successful series in the first half of 2005. STUDIO 1+1 successfully introduced two
co-produced Russian—Ukrainian series in the second half of 2005 to recoup prime time audience share in the important
fourth quarter. On a national all day basis the decline in STUDIO 1+1's audience share was lower, falling from 20.9% in 2004
to 20.0% in 2005.

• Net revenues for the year ended December 31, 2005 increased by US$ 19.5 million or 37% compared to 2004. Net
spot revenue increased by US$ 13.9 million or 28% and non-spot revenue increased by US$ 5.6 million or 165%.

Demand for advertising by multinational companies seeking to establish their brands in the Ukrainian market and
by mobile telephone operators helped increase the average revenue per thirty-second advertising spot by 18%
compared to 2004. The volume of spots sold increased by 8% as a result of the full year impact of the additional
nine hours of broadcast time awarded to the station from September 2004. Non-spot revenue increases were derived
from sales of programming and increased management focus on generating sponsorship revenue.

Net revenues for 2004 increased by 46% compared to 2003 primarily due to television advertising market growth
and increased audience share.

• Ukrainian Segment EBITDA for the year ended December 31, 2005 increased by US$ 7.1 million or 48%
compared to 2004, resulting in an EBITDA margin of 30% compared to 28% in 2004.
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Costs charged in arriving at Segment EBITDA for the twelve months ended December 31, 2005 increased by
US$ 12.4 million, or 32%. Programming costs increased by US$ 5.3 million, or 22%, as a result of the full year cost
of broadcasting for an additional nine hours as well as increases in the cost of popular Russian series. Another
component of the increase in programming costs was due to a US$ 1.1 million cost of writing down the value of
American programming that no longer generates sufficient ratings in Ukraine. We estimate that a change in the
programming amortization policy implemented in 2004 reduced amortization charges in 2005 by approximately
US$ 5.0 million. We do not expect this benefit to continue in future periods. Other operating costs increased by
US$ 5.0 million, or 64%, primarily due to salary increases of US$ 3.0 million partially due to the restructuring of
independent contractor arrangements, resulting in increased employee-related taxation costs of approximately US$
1.1 million, and increased transmission charges of US$ 0.9 million. We estimate that the full year impact of the
increased employee-related taxation costs will add approximately US$ 3.6 million to the cost base in 2006.
Transmission charges from the state transmission agency increased due to the extra cost of transmitting for the
additional nine hours per day as well as due to price increases for transmission. Selling, general and administrative
expenses increased by US$ 2.1 million, or 32%, due to additional facilities costs from an extra studio being
operated since May 2005 to accommodate increased volumes of local production as well as local inflation.

Segment EBITDA for 2004 increased by US$ 6.7 million, or 84%, compared to 2003 as a result of audience share increases
and the growth of the television advertising market. EBITDA margin increased from 22% in 2003 to 28% in 2004.

Programming payments and program amortization

Our consolidated cost of programming for 2005, 2004, and 2003 were as follows:

  
For the Years Ended December 31,

(US$ 000's)

 

2005

 

2004

 

2003

Production expenses  $ 67,366 $ 29,458 $ 20,657
Program amortization   81,471  42,335  30,090
  
Cost of programming  $ 148,837  $ 71,793  $ 50,747

Production expenses represent the cost of in-house productions as well as locally commissioned programming, such as news,
current affairs and game shows. The cost of broadcasting all other purchased programming is recorded as program
amortization.

The amortization of acquired programming for each of our consolidated operations and for our operations in the Slovak
Republic (MARKIZA TV) for 2005, 2004, and 2003 is set out in the table below. For comparison the table also shows the
cash paid for programming by each of our operations in the respective periods. The cash paid for programming by our
operations in
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Croatia, Czech Republic, Romania, Slovenia and Ukraine is reflected within net cash provided by/(used in) continuing
operating activities in our consolidated statement of cash flows.

  
For the Years Ended December 31,

(US$ 000's)

 

2005

 

2004

 

2003

Program amortization:          
 Croatia (NOVA TV)  $ 16,373 $ 3,695 $ —
 Czech Republic (TV NOVA, GALAXIE SPORT)   19,154  —  —

 

Romania (PRO TV, ACASA, PRO CINEMA and PRO TV
INTERNATIONAL)   20,132  18,215  12,413

 Slovenia (POP TV and KANAL A)   5,517  5,117  5,326
 Ukraine (STUDIO 1+1)   20,295  15,308  12,351
  
 Total consolidated program amortization   81,471   42,335   30,090
 Slovak Republic (MARKIZA TV)   6,970  9,038  9,392
  
  $ 88,441  $ 51,373  $ 39,482
  

 
Cash paid for programming:

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 Croatia (NOVA TV)  $ 16,062 $ 3,076 $ —
 Czech Republic (TV NOVA, GALAXIE SPORT)   26,027  —  —

 

Romania (PRO TV, ACASA, PRO CINEMA and PRO TV
INTERNATIONAL)   40,279  22,164  14,876

 Slovenia (POP TV and KANAL A)   6,200  5,177  5,587
 Ukraine (STUDIO 1+1)   27,019  21,022  11,534
  
   115,587   51,439   31,997
 Slovak Republic (MARKIZA TV)   10,692  8,120  9,088
  
  $ 126,279  $ 59,559  $ 41,085

IV. Analysis of the results of consolidated operations

Overview

We consolidate the financial statements of entities in which we hold at least a majority voting interest and also those entities
which are deemed to be a Variable Interest Entity of which we are the primary beneficiary as defined by FIN 46 (R) (For
further discussion, see Part II, Item 8, Note 2, "Summary of Significant Accounting Policies" in our Annual Report on
Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus). We consolidate our operations in
Croatia, the Czech Republic, Romania (with the exception of Radio Pro), Slovenia and Ukraine.

Entities in which we hold less than a majority voting interest but over which we have the ability to exercise significant
influence are accounted for using the equity method. We currently account for our operations in the Slovak Republic and
Radio Pro in Romania in this manner. Following our acquisition of a controlling interest in the Slovak Republic operations on
January 23, 2006, we will be consolidating these operations (See Part II, Item 8, Note 21, "Subsequent Events" in our Annual
Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus).
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IV (a) Net revenues for the years ending December 31, 2005, 2004 and 2003:

  For the years ended December 31, (US $000's)

Consolidated net revenues
 

2005
 

2004
 

Movement
  

2004
 

2003
 

Movement
 

Croatia  $ 22,030 $ 9,757  $ 12,273  $ 9,757 $ — $ 9,757
Czech Republic   154,010  —   154,010   —  —  —
Romania   103,321  73,843   29,478   73,843  51,177  22,666
Slovenia   48,770  45,388   3,382   45,388  37,168  8,220
Ukraine   72,847  53,351   19,496   53,351  36,633  16,718
  
Total Consolidated Net
Revenues  $ 400,978  $ 182,339  $ 218,639  $ 182,339  $ 124,978 $ 57,361

Our consolidated net revenues increased by US$ 218.6 million, or 120%, for the year ended December 31, 2005 compared to
2004 due to:

• The inclusion of US$ 154.0 million of net revenues from our newly acquired Czech Republic operations as
described in "Analysis of Segment Results" above; 

• The inclusion of a full twelve months of revenue from our Croatian operations in 2005 following the acquisition in
July 2004 described in "Analysis of Segment Results" above, which contributed an additional US$ 12.3 million to
net revenues in 2005; 

• A US$ 29.5 million, or 40%, increase in the net revenues of our Romanian operations as described in "Analysis of
Segment Results" above; 

• A US$ 3.4 million, or 7%, increase in the net revenues of Slovenian operations as described above in described in
"Analysis of Segment Results" above; and 

• A US$ 19.5 million, or 37%, increase in the net revenues of our Ukrainian operations as described in "Analysis of
Segment Results" above.

Our consolidated net revenues increased by US$ 57.4 million, or 46%, during 2004 compared to 2003.
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IV (b) Total operating expenses for the years ending December 31, 2005, 2004 and 2003

 
  

 For the years ended December 31, (US $000's)  Consolidated operating
expenses

 
2005

 
2004

 
Movement

  
2004

 
2003

 
Movement

  
 

Operating costs  $ 65,138 $ 33,615  $ 31,523  $ 33,615 $ 26,608 $ 7,007  
Cost of programming   148,837  71,793   77,044   71,793  50,747  21,046  
Station selling, general and
administrative expenses   46,382  22,112   24,270   22,112  14,245  7,867  
Depreciation of station property,
plant and equipment   16,367  6,429   9,938   6,429  5,276  1,153  
Amortization of broadcast
licenses and other intangibles   11,180  465   10,715   465  —  465  
Corporate operating costs   25,374  29,185   (3,811)  29,185  32,512  (3,327)
Impairment Charge   35,331  —   35,331   —  —  —  
   
Total Operating Expenses  $ 348,609  $ 163,599  $ 185,010  $ 163,599  $ 129,388 $ 34,211  

 

Total operating expenses increased by US$ 185.0 million, or 113%, in 2005 compared to 2004.

For the year ended December 31, 2004 total operating expenses increased by US$ 34.2 million, or 26%, compared to 2003.

Further detail on the change in the components of Total Operating Expenses is provided below:

Operating costs:     Total consolidated station operating costs (excluding programming costs, depreciation of station
property, plant and equipment, amortization of other intangibles as well as station selling, general and administrative
expenses) increased by US$ 31.5 million, or 94%, in 2005 compared to 2004 primarily due to:

• The inclusion of US$ 14.9 million of additional station operating costs relating to our newly acquired Czech
Republic operations; 

• A US$ 6.5 million increase in the station operating costs of our Croatian operations, primarily as a result of the
inclusion of expenses in 2004 only from the acquisition in July 2004; 

• Operating costs of our Romanian operations increasing by US$ 3.0 million, or 22%, due to the appreciation of the
New Romanian Lei, compared to the US dollar, as well as increased salary and wage costs as described in
"Analysis of Segment Results" above; 

• Operating costs of our Slovenian operations increasing by US$ 2.2 million, or 23%, as described in "Analysis of
Segment Results" above; and 

• Operating costs of our Ukrainian operations increasing by US$ 5.0 million, or 64%, as described in "Analysis of
Segment Results" above.

Total consolidated station operating costs increased by US$ 7.0 million, or 26%, in 2004 compared to 2003.
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Cost of programming:     Total consolidated programming costs (including amortization of programming rights and
production costs) increased by US$ 77.0 million or 107% in 2005 compared to 2004 primarily due to:

• The inclusion of US$ 50.6 million of additional programming costs relating to our newly acquired Czech Republic
operations; 

• A US$ 14.4 million increase in the programming costs of our Croatian operations primarily as a result of the
inclusion of expenses in 2004 only from the acquisition in July 2004; 

• A US$ 5.9 million, or 20%, increase in the programming costs of our Romanian operations as described in
"Analysis of Segment Results" above; 

• A US$ 0.8 million, or 7%, increase in the programming costs of our Slovenian operations station operating costs
and expenses of our Slovenian operations as described in "Analysis of Segment Results" above; and 

• A US$ 5.3 million, or 22%, increase in the programming costs of our Ukrainian operations as described in
"Analysis of Segment Results" above.

Total consolidated programming costs (including amortization of programming rights and production costs) increased by US$
21.0 million, or 41%, in 2004 compared to 2003.

Station selling, general and administrative expenses:     Total consolidated station selling, general and administrative
expenses increased by US$ 24.3 million, or 110%, in 2005 compared to 2004 primarily due to:

• The inclusion of US$ 16.9 million of station selling, general and administrative expenses from our newly acquired
Czech Republic operations; 

• A US$ 3.6 million, or 79%, increase in the station selling, general and administrative expenses of our Croatian
operations, for which expenses were included in 2004 only from its acquisition in July 2004; 

• A US$ 1.6 million, or 24%, increase in the station selling, general and administrative expenses of our Romanian
operations as described in "Analysis of Segment Results" above; 

• A US$ 0.1 million, or 2%, increase in the station selling, general and administrative expenses of our Slovenian
operations as described in "Analysis of Segment Results" above and 

• A US$ 2.1 million, or 32%, increase in the station selling, general and administrative expenses of our Ukrainian
operations as described in "Analysis of Segment Results" above.

Total consolidated station selling, general and administrative expenses increased by US$ 7.9 million, or 55%, in 2004
compared to 2003.
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Depreciation of station property, plant and equipment:     Total consolidated depreciation of station property, plant and
equipment increased by US$ 9.9 million, or 155%, in 2005 compared to 2004 primarily due to:

• The inclusion of US$ 5.5 million of additional depreciation relating to our newly acquired Czech Republic
operations; 

• A US$ 1.9 million increase in the depreciation costs of our Croatian operations primarily as a result of the inclusion
of expenses in 2004 only from the acquisition in July 2004; 

• A US$ 1.2 million, or 52%, increase in the depreciation costs of our Romanian operations due to depreciation of
newly acquired production equipment assets; 

• A US$ 1.5 million, or 103%, increase in the depreciation costs of our Slovenian operations as a result of
depreciation of newly acquired digital production and editing equipment assets; and 

• A US$ 0.6 million, or 59%, increase in the depreciation costs of our Ukrainian due to depreciation of newly
acquired studio equipment assets.

Total consolidated depreciation of station property, plant and equipment increased by US$ 1.2 million, or 22%, in 2004
compared to 2003.

Amortization of broadcast licenses and other intangibles:     Total consolidated amortization of broadcast licenses and
other intangibles increased by US$ 10.7 million in 2005 compared to 2004 primarily as a result of the amortization of the
broadcast license and customer relationships of our newly acquired Czech Republic operations.

Total consolidated amortization of broadcast licenses and other intangibles increased from nil to US$ 0.5 million in 2004
compared to 2003.

Corporate operating costs (including non-cash stock-based compensation) for the years ending December 31, 2005,
2004, and 2003 were as follows:

 

  For the years ended December 31, (US $000's)  

  
2005

 
2004

 
Movement

  
2004

 
2003

 
Movement

  
 

Corporate operating costs (excluding
non-cash stock-based compensation)  $ 22,420 $ 19,083  3,337  $ 19,083 $ 19,303 (220)
Non-cash stock-based compensation   2,954  10,102  (7,148)  10,102  13,209 (3,107)
   
Corporate operating costs (including
non-cash stock-based compensation)  $ 25,374  $ 29,185  (3,811) $ 29,185  $ 32,512 (3,327)

 

The increase in corporate costs (excluding non-cash stock-based compensation) of US$ 3.3 million in 2005 compared to 2004
was principally due to:

• an increase in staff-related costs caused by an increase in corporate staff from 27 to 41, and temporary staff costs
relating to the acquisition of the TV Nova (Czech Republic) group; and;
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• an increase in professional fees in respect of legal, tax and press and public relations expenses relating to advice in
connection with our investment in Ukraine, legal proceedings in our Ukrainian operations (for further information
see Part II, Item 8, Note 19, "Commitments and Contingencies" in our Annual Report on Form 10-K for the year
ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on
March 15, 2006, which is incorporated by reference into this prospectus) and in connection with the acquisition of
our Czech Republic operations and subsequent listing on the Prague Stock Exchange together with an increase in
investor relations activity;

partly off-set by

• a decrease in business development expenses.

The decrease in corporate costs (excluding non-cash stock-based compensation) in 2004 compared to 2003 was primarily due
to a charge of US$ 3.3 million having been recognized in 2003 relating to the termination of our remaining corporate satellite
contracts. No such charge was recognized in 2004. This decrease was partially offset by an increase in corporate operating
costs of US$ 3.1 million principally due to:

• an increase in staff-related costs caused in part by an increase in corporate staff from 20 to 27 (including three staff
primarily focused on internal audit work related to Sarbanes-Oxley requirements); 

• an increase in travel expenses as a result of implementation of Sarbanes-Oxley certification requirements in respect
of internal controls and travel related to business development and station visits; 

• an increase in press and public relations expenses due to the acquisition of our Croatian operations and the
preparation for the TV Nova (Czech Republic) group acquisition as well as costs associated with our celebration of
the 10th anniversary of our listing on NASDAQ; and 

• increased business development expenses incurred in researching potential acquisition targets;

The reduction in the charge for non-cash stock-based compensation in 2005 compared to 2004 relates primarily to a decline
in the charge for certain options issued in 2000 accounted for under FASB interpretation 44, the last of which were exercised
on May 11, 2005. The reduction in the charge for non-cash stock-based compensation in 2004 compared to 2003 also relates
primarily to a reduction in the charge for the options accounted for under FASB interpretation 44 and was principally due to
the exercise of some of these options during the period as well as different movements in the price of our stock in the two
periods (see Part II, Item 8, Note 15, "Stock-Based Compensation" in our Annual Report on Form 10-K for the year ended
December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15,
2006, which is incorporated by reference into this prospectus).

We expect to relocate our London corporate offices during 2006 and that this will give rise to a one-time expense of US$
1.5 million, including US$ 0.4 million accelerated amortization of leasehold improvements in our current premises.
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Impairment charge:     In the year ended December 31, 2005, we recognized an impairment charge of US$ 35.3 million with
respect to our Croatian operations. This impairment arose as a result of the on-going review of our Croatian operations and
following a strategic assessment of the performance of Nova TV (Croatia) in late June 2005. At the end of the second quarter
of 2005, we performed an analysis of our Croatian business to determine if it was impaired, given that the new strategy would
result in cash flows that differ significantly from those previously forecast. As a result of our analysis, we recognized an
impairment charge of US$ 35.3 million in total, of which, US$ 18.6 million was attributable to the broadcast license, US$
7.0 million to trademarks and US$ 9.7 million to goodwill. Included in provision for income taxes is a US$ 5.1 million credit
representing a release of deferred tax relating to the impairment charge on the license and trademark.

IV (c) Operating income / (loss) for the years ending December 31, 2005, 2004 and 2003

  For the years ended December 31, (US $000's)

  
2005

 
2004

 
Movement

  
2004

 
2003

 
Movement

 

Operating income/(loss)  52,369 18,740  33,629  18,740 (4,410) 23,150

Total consolidated operating income / (loss) increased by US$ 33.6 million or 179% in the year ended December 31, 2005
compared to 2004. Operating margin was 13% compared to 10% in 2004.

Operating income / (loss) improved from a loss of US$ 4.4 million in 2003 to operating income of US$ 18.7 million in 2004.

IV (d) Other expense items for the years ending December 31, 2005, 2004 and 2003

 

  For the years ended December 31, (US $000's)  

  
2005

 
2004

 
Movement

  
2004

 
2003

 
Movement

  
 

Interest income  4,124 4,318  (194) 4,318 5,507 (1,189)
Interest expense  (29,387) (1,203) (28,184) (1,203) (12,010) 10,807  
Foreign currency exchange gain/(loss), net  37,968 (574) 38,542  (574) (10,023) 9,449  
Other income/(expense)  (4,705) (698) (4,007) (698) (2,458) 1,760  
Provision for income taxes  (16,691) (11,089) (5,602) (11,089) (3,760) (7,329)
Minority interest in income of
consolidated subsidiaries  (8,908) (4,106) (4,802) (4,106) (676) (3,430)
Equity in income of unconsolidated
affiliates  8,238 10,619  (2,381) 10,619 3,629 6,990  
Discontinued operations  (513) 2,524  (3,037) 2,524 370,213 (367,689)

 

72



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:25
Created: 15-MAR-2006;13:58

User: OALBERT
File: DISK133:[06NYC7.06NYC2277]DY2277A.;21 Folio: 73Chksum: 552851

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 75

Interest income decreased by US$ 0.2 million in 2005 compared to 2004. Interest income decreased by US$ 1.2 million in
2004 compared to 2003 primarily as a result of a higher average cash balance in 2003 compared to 2004 and investments in
short-term securities.

Interest expense increased by US$ 28.2 million in 2005 compared to 2004 primarily as a result of the issuance of our Senior
Notes (see Part II, Item 8, Note 5, "Senior Notes" in our Annual Report on Form 10-K for the year ended December 31, 2005,
as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is
incorporated by reference into this prospectus). Interest expense decreased by US$ 10.8 million in 2004 compared to 2003.

Foreign currency gain/(loss):     The foreign currency exchange gain of US$ 37.9 million compared to a loss of US$
0.6 million in 2004. The gain arose primarily as a result of the translation of the Euro-denominated Senior Notes into US
dollars at December 31, 2005.

The foreign currency exchange loss in 2004 was US$ 0.6 million compared to US$ 10.0 million in 2003. The reduction was
primarily due to the fact that we had retired in August 2003 the Euro-denominated portion of the senior notes we had issued
in 1997.

Other expense:     The expense of US$ 4.7 million in 2005 was primarily a result of a US$ 3.4 million fee incurred to secure
bridge financing for our acquisition of the TV NOVA (Czech Republic) group in May 2005. We did not ultimately utilize this
bridge financing.

Provision for income taxes:     Provision for income taxes was US$ 16.7 million in 2005, US$ 11.1 million in 2004 and US$
3.8 million in 2003. The increase in 2005 and 2004 is, in both cases, primarily due to our operations having higher taxable
profits. In addition, the 2005 charge includes a deferred tax credit of US$ 5.1 million with respect to the impairment of our
Croatian operations (For further information see Part II, Item 8, Note 4, "Goodwill and Intangible Assets, Impairment" in our
Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the
Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus) offset by a
provision for income taxes of US$ 8.0 million in respect of our newly acquired Czech Republic operations. For further
information on taxes, see Part II, Item 8, Note 14, "Income Taxes" in our Annual Report on Form 10-K for the year ended
December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15,
2006, which is incorporated by reference into this prospectus.

Minority interest in income of consolidated subsidiaries:     Minority interest in the income of consolidated subsidiaries
was US$ 8.9 million in 2005 compared to US$ 4.1 million in 2004 and US$ 0.7 million in 2003. This is as a result of higher
profitability of our Romanian and Ukrainian operations.

Equity in income of unconsolidated affiliates:     As explained in "Business" above, some of our broadcasting licenses are
held by unconsolidated affiliates which we account for using the equity method.
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Equity in income of unconsolidated affiliates was US$ 8.2 million for 2005 compared to US$ 10.6 million for 2004 and US$
3.6 million for 2003 as detailed below:

  For the years ended December 31, (US $000's)

  
2005

 
2004

 
Movement

  
2004

 
2003

 
Movement

 

Slovak Republic operations  $ 8,240 $ 10,382  $ (2,142) $ 10,382 $ 4,521 $ 5,861
Romanian operations   (2)  237   (239)  237  (215)  452
Slovenian operations   —  —   —   —  (677)  677
  
Equity in income of unconsolidated
affiliates  $ 8,238  $ 10,619  $ (2,381) $ 10,619  $ 3,629 $ 6,990

Discontinued operations:     The amounts charged to the consolidated statements of operations in respect of discontinued
operations are as follows:

 

  For the years ended December 31, (US $000's)  

  
2005

 
2004

 
Movement

 
2004

 
2003

 
Movement

 
 

Gain on disposal of discontinued operations  $ 164 $ 146  18  $ 146 $ 384,213 (384,067)
Tax on disposal of discontinued operations   (677)  2,378  (3,055)  2,378  (14,000) 16,378  
   
Discontinued operations  $ (513) $ 2,524  (3,037) $ 2,524  $ 370,213 (367,689)

 

On June 19, 2003, our Board of Directors decided to withdraw from operations in the Czech Republic. On October 23, 2003
we sold our 93.2% participation interest in CNTS, our former Czech operating company, for US$ 53.2 million.

The revenues and expenses of our former Czech operations and the award income and related legal expenses have therefore
all been treated as discontinued operations for each year.

The amounts charged to discontinued operations in 2005 largely represent additional payments we expect to make to the
Dutch tax authorities pursuant to the agreement we entered into on February 9, 2004.

For additional information, see Part II, Item 8, Note 18, "Discontinued Operations" in our Annual Report on Form 10-K for
the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on
March 15, 2006, which is incorporated by reference into this prospectus.
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IV (e) Consolidated balance sheet as at December 31, 2005 compared to December 31, 2004

Following the acquisition of the TV Nova (Czech Republic) group, the principal components of our Consolidated Balance
Sheet at December 31, 2005 have increased compared to December 31, 2004. These increases are summarized below:

Summarized consolidated balance sheet
(US$ '000's)

 

December 31,
2005

 

December 31,
2004

 
Movement

Current assets  $ 286,926 $ 265,049 $ 21,877
Non-current assets   1,101,924  179,590  922,334
Current liabilities   206,961  109,745  97,216
Non-current liabilities   488,099  18,965  469,134
Minority interests in consolidated
subsidiaries   13,237  4,861  8,376
Shareholders' equity  $ 680,553 $ 311,068 $ 369,485

Current assets:     Our current assets increased US$ 21.9 million at December 31, 2005 compared to December 31, 2004,
primarily a result of the acquisition of the TV Nova (Czech Republic) group. Total current assets of the TV Nova (Czech
Republic) group were US$ 102.7 million at December 31, 2005.

The effect of the addition of the TV Nova (Czech Republic) group was partially offset by a US$ 80.9 million decrease in cash
and cash equivalents, a result of the acquisition of the TV Nova (Czech Republic) group and other acquisitions during 2005.

Non-current assets:     Our non-current assets increased US$ 922.3 million at December 31, 2005 compared to
December 31, 2004, primarily a result of the acquisition of the TV Nova (Czech Republic) group, whose total non-current
assets were US$ 915.0 million at December 31, 2005, including US$ 707.6 million of goodwill.

Current liabilities:     Total current liabilities increased US$ 97.2 million at December 31, 2005 compared to December 31,
2004, primarily a result of the acquisition of the TV Nova (Czech Republic) group, whose total current liabilities were US$
96.1 million at December 31, 2005.

Non-current liabilities:     Total non-current liabilities have increased US$ 469.1 million at December 31, 2005 compared to
December 31, 2004, a result of additional borrowings in 2005 and the acquisition of the TV Nova (Czech Republic) group.
As part of the financing of the acquisition of the TV Nova (Czech Republic) group, we issued Senior Notes in the aggregate
principal amount of Euro 370.0 million (US$ 436.4 million at December 31, 2005). Additionally, total non-current liabilities
of the TV Nova (Czech Republic) group were US$ 33.8 million at December 31, 2005.

Minority interests in consolidated subsidiaries:     Minority interests in consolidated subsidiaries at December 31, 2005
increased US$ 8.4 million compared to December 31, 2004, primarily as a result of increased profitability of our Romanian
and Ukrainian operations.

Shareholders' Equity:     Total shareholders' equity increased US$ 369.5 million compared to December 31, 2004, primarily
a result of shares issued as partial consideration for and to finance the acquisition of the TV Nova (Czech Republic) group. As
part of the consideration for
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the acquisition of the TV Nova (Czech Republic) group, we issued 3.5 million shares of our Class A Common Stock, valued
at US$ 120.9 million. We also issued an additional 5.4 million shares of our Class A Common Stock for US$ 230.6 million to
raise cash used for the acquisition.

The remaining movement in shareholders' equity relates to proceeds from the exercise of stock options (US$ 5.9 million),
movement in accumulated other comprehensive income and net income for the year.

V. Liquidity and capital resources

V (a) Summary of cash flows:

Cash and cash equivalents decreased by US$ 80.9 million during the year ended December 31, 2005. The change in cash and
cash equivalents is summarized as follows:

 

  For the years ended December 31,  
(US$ '000s)

 
2005

 
2004

 
2003

 
 

Net cash generated from/(used in) continuing operating
activities  $ 3,544 $ 2,415 $ (7,450)
Net cash used in continuing investing activities   (298,803)  (57,009)  (12,110)
Net cash received from/(used in) financing activities   225,359  1,886  (199,471)
Net cash (used in)/received from discontinued
operations—operating activities   (2,000)  (9,463)  343,358 
Net cash received from discontinued operations—investing
activities   —  20,349  15,000 
Impact of exchange rate fluctuations on cash   (9,010)  2,144  1,146 
   
Net (decrease) / increase in cash and cash equivalents  $ (80,910) $ (39,678) $ 140,473 

 

Operating activities

Cash generated from continuing operations increased US$ 1.1 million, or 47%, to US$ 3.5 million in 2005, after having made
a US$ 41.6 million partial repayment of the settlement liability of the TV Nova (Czech Republic) group. The settlement
liability represents an amount owed by CET 21 under a settlement agreement among CET 21, Ceska nezavisla televizni
spolecnost, spol. s.r.o. ("CNTS") and the PPF Group dated December 19, 2003. This liability was assumed as part of the TV
Nova (Czech Republic) group acquisition and has been refinanced at lower interest rates using our credit facilities from Ceska
Sporitelna, a.s. US$ 10.0 million remained payable at December 31, 2005 and has been settled in January 2006.

Excluding the payment of the settlement liability, cash generated from operating activities was US$ 45.2 million. This reflects
the level of cash generated by our Czech operations, improved station performance in Romania and Ukraine, and an increase
in dividends received from our unconsolidated affiliate STS. These have been offset by negative cash flows of our Croatian
operations.

In 2004, net cash generated by continuing operations of US$ 2.4 million was after decreases in working capital for increased
accounts receivable (US$ 9.1 million), increased investment in
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program rights (US$ 45.4 million) and other assets (US$ 4.6 million) and decreased accounts payable and accrued liabilities
(US$ 13.6 million).

In 2003, net cash used in continuing operations of US$ 7.5 million was after decreases in working capital for increased
accounts receivable (US$ 3.5 million), increased investment in program rights (US$ 33.0 million) decreased accounts payable
and accrued liabilities (US$ 7.6 million), and decreased income and other taxes payable (US$ 1.6 million), offset by
decreased other assets (US$ 1.2 million).

Investing activities

Cash used in investing activities increased US$ 241.8 million, or 424%, to US$ 298.8 million in 2005. Cash flows from
investing activities consist primarily of the following in 2005:

• Total cash payments of US$ 218.1 million (net of cash acquired of US$ 35.6 million) for the acquisition of the TV
Nova (Czech Republic) group in May 2005. The remainder of the total purchase price of US$ 909.5 million
consisted of non-cash items, including: 

• the issuance of 3.5 million shares of Class A Common Stock (US$ 120.9 million); 

• the incurrence of US$ 491.7 million of short-term indebtedness to PPF (which was repaid in cash on May 5,
2005); 

• forgiveness of a US$ 18.5 million balance categorized as "Other Receivable" in our Consolidated Balance
Sheet as at December 31, 2004; and 

• the placement of US$ 24.7 million of cash into escrow as the second and final payment to Mr. Krsak (see
Part II, Item 8, Note 3, "Acquisitions and Disposals, Czech Republic" in our Annual Report on Form 10-K for
the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus); 

• A payment of US$ 20.0 million in connection with the 5% increase in our holding of our Romanian operations (for
further information, see Part II, Item 8, Note 3, "Acquisitions and Disposals, Romania" in our Annual Report on
Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus); 

• A payment of US$ 2.1 million in connection with our acquisition of Galaxie Sport (for further information, see
Part II, Item 8, Note 3, "Acquisitions and Disposals, Czech Republic" in our Annual Report on Form 10-K for the
year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus); 

• A payment of Euro 4.7 million (approximately US$ 5.7 million) to acquire the remaining 3.15% interest in Pro Plus
(for further information, see Part II, Item 8, Note 3, "Acquisitions and Disposals, Slovenia" in our Annual Report
on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the
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Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus);

• Advance payments of US$ 5.1 million with respect to our acquisition of a 65.5% interest in Ukrpromtorg 2003 LLC
(for further information, see Part II, Item 8, Note 21, "Subsequent Events" in our Annual Report on Form 10-K for
the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus); 

• Capital expenditures of approximately US$ 26.5 million. Capital expenditures during 2005 primarily related to
upgrades of broadcasting facilities and production equipment; and 

• A net increase in restricted cash of $18.6 million, of which $24.6 million was a result of the acquisition of the TV
Nova (Czech Republic) group, $0.7 million of other increases, and a reduction of $6.7 million being the second
payment for our acquisition of our Croatian operations (for further information, see Part II, Item 8, Note 3,
"Acquisitions and Disposals" in our Annual Report on Form 10-K for the year ended December 31, 2005, as
amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is
incorporated by reference into this prospectus).

In 2004, net cash used in investing activities of US$ 57.0 million was due to investments in subsidiaries and unconsolidated
affiliates, primarily in Croatia and Romania, of US$ 35.8 million, investment in property, plant and equipment of US$
10.8 million, and increased restricted cash of US$ 10.1 million relating to cash held in escrow for the acquisition of our
Croatian operations.

In 2003, net cash used in investing activities of US$ 12.1 million was due to investment in property, plant and equipment of
US$ 7.8 million, investment in Slovenian intangible assets of US$ 6.0 million, offset by a decrease in restricted cash of US$
1.8 million.

Financing activities

Net cash received from financing activities was US$ 225.4 million in 2005 compared to US$ 1.9 million in 2004. Net
proceeds from financing activities consist primarily of the following:

• Net proceeds of approximately US$ 465.1 million from the issuance of Senior Notes in the aggregate principal
amount of Euro 370.0 million, consisting of Euro 245.0 million of 8.25% Senior Notes due May 2012 and Euro
125.0 million of floating rate Senior Notes due May 2012 (for further information, see Part II, Item 8, Note 5,
"Senior Notes" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by
reference into this prospectus). The proceeds from this loan were used to finance part of the acquisition of the TV
Nova (Czech Republic) group; 

• Net proceeds from the issuance of Class A Common Stock of approximately US$ 236.5 million, of which US$
230.6 million was raised from the issuance of
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5.4 million shares of Class A Common Stock, the proceeds of which were used for our acquisition of the TV Nova
(Czech Republic) group (for further information, see Part II, Item 8, Note 3, "Acquisitions and Disposals" in our
Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with
the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into this
prospectus) and approximately US$ 5.9 million from stock option exercises;

• Proceeds from borrowing of our Czech Republic operations (US$ 42.7 million) and our Slovenian operations (US$
23.2 million). US$ 41.6 million of the proceeds from the borrowings of our Czech Republic operations were used to
repay the settlement liability discussed in Operating Activities above; 

• Repayments of indebtedness by our Czech Republic operations (US$ 8.0 million), our Slovenian operations (US$
31.7 million) and our Croatian operations (US$ 0.3 million); 

• Repayments of short-term indebtedness to PPF for the purchase of the TV Nova (Czech Republic) group (US$
491.7 million) and Galaxie Sport (US$ 3.0 million).

In 2004, net cash received from financing activities of US$ 1.9 million was due to the issuance of shares of Class A Common
Stock of US$ 4.2 million relating to warrants and stock options being exercised, offset by net repayments under certain credit
facilities and capital leases (US$ 2.3 million).

In 2003, net cash used in financing activities of US$ 199.5 million was due to the repurchase of US$ and Euro senior notes of
US$ 183.7 million, net repayments of US$ 17.9 million under certain credit facilities with GoldenTree Asset Management
and Ceska Sporitelna, a.s., offset by proceeds of US$ 2.5 million received on a loan from STS.

Discontinued operations

In 2005, we paid taxes of US$ 2.0 million to the Dutch tax authorities pursuant to the agreement we entered into with them on
February 9, 2004.

In 2004, we paid taxes of US$ 9.0 to the Dutch tax authorities pursuant to the agreement we entered into with them on
February 9, 2004 and incurred US$ 0.5 of other expenses in connection with the disposal of our former Czech Republic
operations. We also received a second payment (of US$ 20.3 million) from PPF in respect of the sale of CNTS, our former
Czech operating company.

In 2003, we received US$ 358.6 million from the Czech government in final settlement of the UNCITRAL Arbitration and
incurred US$ 15.2 million of arbitration-related legal costs. We also received US$ 15.0 million from PPF in respect of the
sale of CNTS, our former Czech operating company.

V (b) Sources and uses of cash

Our ongoing source of cash at the operating stations is primarily the receipt of payments from advertisers and advertising
agencies. This may be supplemented from time to time by local borrowing. Surplus cash generated in this manner, after
funding the ongoing station operations, may be remitted to us, or to other shareholders where appropriate. Surplus cash is
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remitted to us in the form of debt interest payments and capital repayments, dividends, and other distributions and loans from
our subsidiaries and equity accounted investments.

Corporate law in the Central and Eastern European countries in which we operate stipulates generally that dividends may be
declared by the partners or shareholders out of yearly profits subject to the maintenance of registered capital, required
reserves and after the recovery of accumulated losses. In the case of our Dutch and Netherlands Antilles subsidiaries, our
voting power is sufficient to compel the making of distributions.

In the case of Nova TV (Croatia), distributions may be paid from net profits subject to a reserve of 5% of annual profits until
the aggregate reserves equal 5% of the registered capital of Nova TV (Croatia). In the case of CET 21 and CME Media
Services, distributions may be paid from net profits subject to a reserve of 5% of net profits until the aggregate reserves equal
10% of the registered capital of CET 21 and CME Media Services. In the case of Pro TV, distributions may be paid from the
profits of Pro TV subject to a reserve of 5% of annual profits until the aggregate reserves equal 20% of Pro TV's registered
capital. A majority vote is required in order for Pro TV to make distributions and we have sufficient voting power to compel
distributions of dividends. In the case of STS, distributions may be paid from net profits subject to an initial reserve
requirement of 10% of net profits until the reserve fund equals 5% of registered capital. Subsequently, the reserve
requirement is equal to 5% of net profits until the reserve fund equals 10% of registered capital. As of January 23, 2006, we
have sufficient majority to compel the distributions of dividends by STS. In the case of Pro Plus, distributions may be paid
from the profits of Pro Plus, subject to a reserve equal to 10% of registered capital being established from accumulated
profits. In the case of Studio 1+1, distributions may be paid from net profits subject to a reserve of 5% of net profits until the
aggregate reserves equals 25% of the registered capital of Studio 1+1. We do not have a sufficient majority in Studio 1+1 to
compel the distribution of dividends. In the case of Intermedia, Innova and IMS, distributions may be paid from their profits
and there is no reserve requirement for these companies. Our voting power in Innova and IMS is sufficient to compel the
distribution of dividends.

STS made dividend distributions to us in 2005, 2004, and 2003; Pro TV made dividend distributions to us in 2005, and Pro
Plus made dividend distributions to us in 2004.

As at December 31, 2005 and 2004 the operations had the following unsecured intercompany balances owing to their
respective holding companies:

Operating segment (US $ 000's)
 

December 31,
2005

 

December 31,
2004

Croatia  $ 40,166 $ 11,087
Czech Republic   441,569  —
Romania   28,873  37,109
Slovak Republic   88  —
Slovenia   39  1,590
Ukraine   10,617  13,459
  
Total  $ 521,352 $ 63,245
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V (c) Contractual obligations, commitments and off-balance sheet arrangements

Our future contractual obligations as at December 31, 2005 were as follows:

  Payments due by period (US$ 000's)

Contractual Obligations
 

Total
 

Less than
1 year

 
1-3 years

 
3-5 years

 

More than
5 years

Long-Term Debt—principal  $ 480,262 $ 43,081 $ 317 $ 348 $ 436,516
Long-Term Debt—interest   227,240  35,794  71,262  71,230  48,954
Capital Lease Obligations   5,906  694  1,118  930  3,164
Operating Leases   20,206  7,841  8,053  2,782  1,530
Unconditional Purchase Obligations   52,715  45,836  6,783  96  —
Other Long-Term Obligations   18,062  12,818  4,244  1,000  —
  
Total Contractual Obligations  $ 804,391  $ 146,064  $ 91,777  $ 76,386  $ 490,164

Long-term debt

As at December 31, 2005 we had the following debt outstanding:

(US$ '000s)
 

December 31,
2005

CME Ltd.(1)  $ 436,424
Czech Republic Operations(2)-(3)   42,703
Slovenian Operations(4)   —
Croatian operations(5)-(7)   1,135
  
Total  $ 480,262

(1) In May 2005, we issued Senior Notes in the aggregate principal amount of Euro 370.0 million consisting of Euro 245.0 million of 8.25% Senior Notes
due May 2012 and Euro 125.0 million of floating rate Senior Notes due May 2012, which bear interest at six-month Euro Inter-Bank Offered Rate
("EURIBOR") plus 5.5% (8.0% at December 31, 2005). Interest is payable semi-annually in arrears on each May 15 and November 15, commencing
November 15, 2005. 

The Senior Notes are secured senior obligations and rank pari passu with all existing and future senior indebtedness and are effectively subordinated to
all existing and future indebtedness of our subsidiaries. The amounts outstanding are guaranteed by certain of our subsidiaries. The terms of our
indebtedness restrict the manner in which our business is conducted, including the incurrence of additional indebtedness, the making of investments,
the payment of dividends or the making of other distributions, entering into certain affiliate transactions and the sale of assets.

In the event that (A) there is a change in control by which (i) any party other than our present shareholders becomes the beneficial owner of more than
35% of our total voting power; (ii) we agree to sell substantially all of our operating assets; or (iii) there is a change in the composition of a majority of
our Board of Directors; and (B) on the 60th day following any such change of control the rating of the Senior Notes is either withdrawn or downgraded
from the rating in effect prior to the announcement of such change of control, we can be required to repurchase the Senior Notes at a purchase price in
cash equal to 101% of the principal amount of the Senior Notes plus accrued and unpaid interest to the date of purchase. 

At any time prior to May 15, 2008, we may redeem up to 35% of the fixed rate Senior Notes with the proceeds of any public equity offering at a price of
108.250% of the principal amount of the Senior Notes, plus accrued and unpaid interest, if any, to the redemption date. In addition, prior to May 15,
2009, we may redeem all or a part of the fixed rate Senior Notes at a redemption price equal to 100% of the principal amount of the Senior Notes, plus
a "make-whole" premium and accrued and unpaid interest to the redemption date. 

As of December 31, 2005, Standard & Poor's senior unsecured debt rating for our Senior Notes was B+ (Standard & Poor had assigned us a long-term
corporate credit rating of BB- with a stable outlook). At December 31, 2005, Moody's Investors Service's rating of our Senior Notes was B1 (Moody's
senior implied rating for us was B1; positive outlook). 

(2) CET 21 has a four-year credit facility of CZK 1.2 billion (approximately US$ 48.8 million) with Ceska Sporitelna, a.s. ("CS"). The final repayment
date is October 31, 2009. This facility may, at the option of CET 21, be drawn in CZK, USD or Euro and bears interest at the three-month, six-month
or twelve-month LIBOR, EURIBOR or Prague Inter-Bank Offered Rate ("PRIBOR") rate plus 1.95%. This facility is secured by a guarantee of CME
Media Services and a pledge of receivables under a factoring
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agreement between CME Media Services and Factoring Ceska Sporitelna, a.s., a subsidiary of CS. As at December 31, 2005, CZK 800 million
(approximately US$ 32.5 million) has been drawn under this facility and bears interest at 4.12% (PRIBOR three-month rate at December 31, 2005 was
2.17%). Following the merger of CET 21 with CME Media Services, scheduled for 2006, this loan will be renegotiated.

(3) CET 21 and CME Media Services have a working capital credit facility of CZK 250 million (approximately US$ 10.2 million) with CS, expiring
October 31, 2006. This working capital facility bears interest at the three-month PRIBOR rate plus 1.65%. This facility is secured by a pledge of
receivables under the factoring agreement between CME Media Services and Factoring Ceska Sporitelna. As at December 31, 2005, CZK 250 million
(approximately US$ 10.2 million) was drawn under this facility and bears interest at 3.82% (PRIBOR three-month rate at December 31, 2005 was
2.17%). 

(4) A revolving five-year facility agreement (the "Revolving Facility") was entered into for up to Euro 37.5 million (approximately US$ 44.2 million) in
aggregate principal amount among Pro Plus, ING Bank N.V., Nova Ljubljanska Banka d.d., Ljubljana and Bank Austria Creditanstalt d.d., Ljubljana.
The facility availability amortizes by 10% each year for four years commencing one year after signing, with 60% repayable after five years. This
facility is secured by a pledge of the bank accounts of Pro Plus, the assignment of certain receivables, a pledge of our interest in Pro Plus and a
guarantee of our wholly-owned subsidiary CME Media Enterprises B.V. Loans drawn under this facility will bear interest initially at EURIBOR plus
3.6%. The applicable margin may be reduced (by increments of 0.5% to a minimum of 2.1%) if Pro Plus exceeds certain benchmarks for the ratio of
net debt to broadcasting cash flow. As at December 31, 2005, nil had been drawn down and was outstanding. 

(5) A total of Euro 0.8 million (approximately US$ 0.9 million) was drawn down on three loan agreements our Croatian operations have with Hypo
Alpe-Adria-Bank d.d. These loans bear a variable interest rate of the three-month EURIBOR plus 2.5% and are repayable in quarterly installments
until April 1, 2011. As at December 31, 2005 a rate of 4.75% applied to these loans. These loan facilities are secured by the real property and fixed
assets of OK, which as at December 31, 2005 have a carrying amount of approximately US$ 0.3 million. 

(6) Euro 0.01 million (approximately US$ 0.01 million) was drawn down on a loan agreement our Croatian operations have with Hypo Alpe-Adria-Bank
d.d. This loan bears a fixed interest rate of 7.25% and is repayable on July 31, 2006. 

(7) Euro 0.2 million (approximately US$ 0.2 million) was drawn down by our Croatian operations under a loan agreement with BKS Bank fur Karnten
and Steiermark AG. This loan bears a variable interest rate of the three-month EURIBOR plus 3.0% and is repayable on October 1, 2006. As at
December 31, 2005 a rate of 5.25% applied to this loan.

Capital lease obligations

Capital lease obligations include future interest payments of US$ 1.4 million. For more information on our capital lease
obligations see Part II, Item 8, Note 12, "Credit Facilities and Obligations under Capital Leases" in our Annual Report on
Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus.

Operating leases

For more information on our operating lease commitments see Part II, Item 8, Note 19 "Commitments and Contingencies,
Commitments" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A
filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into this
prospectus.

Unconditional purchase obligations

Unconditional purchase obligations largely comprise future programming commitments. For more information on our
programming commitments see Part II, Item 8, Note 19 "Commitments and Contingencies, Commitments" in our Annual
Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus.

Other long-term obligations

Included in Other Long-Term Obligations are our commitments to the Dutch tax authorities of US$ 7.0 million (see Part II,
Item 8, Note 19, "Commitments and Contingencies" in our Annual
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Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus) and the settlement
liability of CZK 246 million (approximately US$ 10.0 million) among the PPF Group, CET 21 and CNTS. The balance of the
settlement liability was paid in January 2006.

In addition to the amounts disclosed in the table above, we have entered into an agreement with Adrian Sarbu that would
require us to purchase his remaining 10% shareholding in Pro TV and MPI at a price that will be determined by an
independent valuation and is subject to a floor price of US$ 1.45 million for each 1% interest sold. Mr. Sarbu can exercise
this put from March 1, 2009 for a twenty-year period thereafter.

V (d) Cash outlook

The issuance of the Euro 370.0 million (approximately US$ 480 million at the time of issuance) Senior Notes for the
acquisition of the TV Nova (Czech Republic) group has increased our leverage and we have significant debt service
obligations in respect of the Senior Notes and other debt facilities entered into by certain operating subsidiaries. In addition,
the terms of our indebtedness, particularly the Senior Notes, restrict the manner in which our business is conducted, including
the incurrence of additional indebtedness, the making of investments, the payment of dividends or the making of other
distributions, entering into certain affiliate transactions and the sale of assets.

Our future cash needs will depend on our overall financial performance, our ability to service the indebtedness incurred under
the Senior Notes as well as other indebtedness incurred by us and any future investment and development decisions. Our
ability to raise further funds through external debt facilities depends on our satisfaction of a leverage ratio under the Senior
Notes. In the short-term we are able to fund our operations from our current cash resources.

On February 17, 2006 we paid US$ 27.2 million for an additional 5% interest in our Romanian operations (see Part II, Item 8,
Note 21, "Subsequent Events" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus).

In connection with our on-going review of our Croatian operations and following a strategic assessment of the performance of
Nova TV (Croatia) undertaken during the second quarter, we modified our strategy for Croatia in late June 2005. This new
strategy requires higher current expenditures than had been planned prior to the strategic assessment in order to secure our
audience and market share targets. In order to achieve these targets, we increased our budget for the acquisition of higher
quality foreign and domestic programming for 2005 and 2006, for marketing and promotion (including improvements to the
on-air look of Nova TV (Croatia)) and accelerated investment for the extension of our technical reach. We expect the increase
in funding required to support Nova TV (Croatia) to be in excess of US$ 20.0 million during 2006.
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We expect that, taken together, our current cash balances, internally generated cash flow, committed bank facilities, and local
financing of broadcast operations should result in us having adequate cash resources to meet our debt service and other
existing financial obligations for the next 12 months. The acquisition of additional shareholdings in our current operations,
further investment in the expansion of existing operations or investment in the development of new revenue opportunities will
require further financing, part of which is being raised through this offering. To the extent we will need additional financing,
we would expect to raise such financing through issuing debt or additional equity. To this end, we have applied for a loan
from the European Bank for Reconstruction and Development ("EBRD") for up to Euro 100 million, and EBRD's board of
directors approved our application on March 7, 2006.

V (e) Tax inspections

Pro Plus has been the subject of an income tax inspection by the Republic of Slovenia tax authorities for the years 1995 to
1998. As a result of these inspections the Slovenian tax authorities had levied an assessment seeking unpaid income taxes,
customs duties and interest charges of SIT 1,073.0 million (approximately US$ 5.3 million). The Slovenian authorities have
asserted that capital contributions and loans made by us to Pro Plus in 1995 and 1996 should be extraordinary revenue to Pro
Plus. On this basis, the Slovenian authorities claim that Pro Plus made a profit in 1995 and 1996 for which it owes income
taxes and interest. Additionally, the Slovenian tax authorities claim that the fixed assets imported as capital contributions
were subject to customs duties, which were not paid. On February 9, 2001, the Slovenian tax authorities concluded that the
cash capital contributions for 1995 and 1996 were not extraordinary income. This has reduced the assessment to
SIT 636.8 million (approximately US$ 3.1 million) in aggregate principal amount. Pro Plus appealed this decision to the
Administrative Court in Ljubljana and requested the tax authorities defer the demand for payment until a final judgment has
been issued. The tax authorities agreed to defer its demand for payment until a final decision on the matter had been reached.
On April 18, 2005, the Administrative Court issued a decision in favor of Pro Plus and dismissed the claims of the tax
authorities. The tax authorities filed an appeal with the Slovenian Supreme Court in May 2005. We do not have a provision in
our financial statements in relation to this legal action.

V (f) Off-balance sheet arrangements

None.

VI. Critical accounting policies and estimates

Our accounting policies affecting our financial condition and results of operations are more fully described in Note 2 to our
consolidated financial statements that are included in Part II, Item 8 in our Annual Report on Form 10-K for the year ended
December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange Commission on March 15,
2006, which is incorporated by reference into this prospectus. The preparation of these financial statements requires us to
make judgments in selecting appropriate assumptions for calculating financial estimates, which inherently contain some
degree of uncertainty. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis of making judgments
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about the carrying values of assets and liabilities and the reported amounts of revenues and expenses that are not readily
apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

We believe the following critical accounting policies affect our more significant judgments and estimates used in the
preparation of our consolidated financial statements:

Program rights

Program rights consist of programming acquired from third parties and programming produced locally and forms an
important component of our station broadcasting schedules. Program rights and the related liabilities are recorded at their
gross value when the license period begins and the programs are available for use. Program rights are amortized on a
systematic basis over their expected useful lives. Both films and series are amortized as shown with the amortization charged
in respect of each airing calculated in accordance with a schedule that reflects our estimate of the relative economic value of
each run. For program rights acquired under a standard two-run license, we amortize 65% after the first run and 35% after the
second run. The program library is evaluated at least annually to determine if expected revenues are sufficient to cover the
unamortized portion of each program. To the extent that the revenues we expect to earn from broadcasting a program are
lower than the book value, the program rights are written down to their net realizable value by way of recording an additional
amortization charge. Accordingly, our estimates of future advertising and other revenues, and our future broadcasting
schedules have a significant impact on the value of our program rights on the Consolidated Balance Sheet and the annual
programming amortization charge recorded in the Consolidated Statement of Operations.

Goodwill and intangible assets

In accordance with FAS No. 141, "Business Combinations," we allocate the purchase price of our acquisitions to the tangible
assets, liabilities and identifiable intangible assets acquired based on their estimated fair values, with the excess purchase
price over those fair values being recorded as goodwill. The fair value assigned to intangible assets acquired is supported by
valuations using estimates and assumptions provided by management. If we had made different estimates, the amount of the
purchase price attributable to intangible assets and goodwill would have changed, resulting in changes to the annual
amortization charge recorded in the Consolidated Statement of Operations as well as reclassifications between goodwill and
intangible assets.

We assess the carrying value of intangible assets with indefinite lives and goodwill on an annual basis, or more frequently if
events or changes in circumstances indicate that such carrying value may not be recoverable. Other than our annual review,
factors we consider important which could trigger an impairment review are: under-performance of operating segments or
changes in projected results, changes in the manner of utilization of the asset, and negative market conditions or economic
trends. Therefore, our judgment as to the future prospects of each business has a significant impact on our results and
financial condition.

Our annual assessment of the carrying values of intangible assets with indefinite lives and goodwill is based on discounted
projected future cash flows. When an impairment review is undertaken, whether it be our annual assessment or if events or
changes in circumstances indicate such carrying value may not be recoverable, significant judgment is required in estimating
projected future cash flows including the determination of certain variables:

85



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:26
Created: 15-MAR-2006;13:48

User: OALBERT
File: DISK133:[06NYC7.06NYC2277]EC2277A.;14 Folio: 86Chksum: 271289

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 88

discount rates, terminal values, the number of years on which to base the cash flow projections as well as the assumptions and
estimates used to determine the cash inflows and outflows. We believe that our assumptions are appropriate. If future cash
flows do not materialize as expected or there is a future adverse change in market conditions, we may be unable to recover
the carrying amount of an asset, resulting in future impairment losses.

Impairment tests are performed at the reporting unit level. If potential for goodwill impairment exists, the fair value of the
reporting unit is subsequently measured against the fair value of its underlying assets and liabilities, excluding goodwill, to
estimate an implied fair value of the reporting unit's goodwill. Determination of a reporting unit requires judgment, and if we
were to change our business structure we could change the number and nature of the reporting units we use to assess potential
impairment. An impairment loss is recognized for any excess of the carrying value of the reporting unit's goodwill over the
implied fair value. We recognized an impairment loss during 2005 in our Croatian operations. There was no such impairment
in any of our operations during 2004 or 2003.

Impairment or disposal of long-lived assets

Long-lived assets, such as property, plant & equipment and intangible assets subject to amortization, including customer
relationships and certain broadcast licenses, are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Factors that are considered important which could
trigger an impairment review include the following: significant underperformance relative to expected historical or projected
future operating results; significant changes in the manner of the use of the acquired assets or the strategy for the overall
business; and significant negative industry or economic trends.

Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated
undiscounted future cash flows expected to be generated by the respective asset. The same estimates are also used in planning
for our long-and short-range business planning and forecasting. We assess the reasonableness of the inputs and outcomes of
our undiscounted cash flow analysis against available comparable market data. If the carrying amount of an asset exceeds its
estimated undiscounted future cash flows, an impairment charge is recognized by the amount by which the carrying amount
exceeds the fair value of the respective asset.

Assets to be disposed are required to be separately presented in the Consolidated Balance Sheet and reported at the lower of
the carrying amount or fair value less costs to sell, and are no longer depreciated. The assets and liabilities of a disposal group
classified as held-for-sale are required to be presented separately in the appropriate asset and liability sections of the
Consolidated Balance Sheet.

Reviewing long-lived assets for impairment requires considerable judgment. Estimating the future cash flows requires
significant judgment. If future cash flows do not materialize as expected or there is a future adverse change in market
conditions, we may be unable to recover the carrying amount of an asset, resulting in future impairment losses.

Revenue recognition

Net revenues primarily comprise revenues from the sale of advertising time less discounts and agency commissions. Net
revenues are recognized when the advertisement is aired as long as there is persuasive evidence that an arrangement with a
customer exists; the price of the
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delivered advertising time is fixed or determinable, and collection of the arrangement fee is reasonably assured. Agency
commissions, where applicable, are calculated based on a stated percentage applied to gross billing revenue. Advertisers
remit the gross billing amount to the agency and the agency remits gross billings, less their commission, to us when the
advertisement is not placed directly by the advertiser. Payments received in advance of being earned are recorded as deferred
income.

We maintain a bad debt provision for estimated losses resulting from the inability of our customers to make required
payments. If the financial condition of our customers were to deteriorate additional allowances may be required in future
periods. We periodically review the accounts receivable balances and our historical bad debt, customer concentrations and
customer creditworthiness when evaluating the adequacy of our provision.

Income taxes

The provision for income taxes includes local and foreign taxes. Deferred tax assets and liabilities are recognized for the
estimated future tax consequences of temporary differences between the financial statement carrying amounts and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the year in which the temporary differences are expected to be recovered or settled. We evaluate the realizability of
our deferred tax assets and establish a valuation allowance when it is more likely than not that all or a portion of deferred tax
assets will not be realized.

The realization of our deferred tax assets is primarily dependent on future earnings. Any reduction in estimated forecasted
results may require that we record additional valuation allowances against our deferred tax assets. Once a valuation allowance
has been established, it will be maintained until there is sufficient positive evidence to conclude that it is more likely than not
that such assets will be realized. An ongoing pattern of sustained profitability will generally be considered as sufficient
positive evidence. If the allowance is reversed in a future period, our income tax provision will be reduced to the extent of the
reversal. Accordingly, the establishment and reversal of valuation allowances has had and could continue to have a significant
negative or positive impact on our future earnings.

We measure deferred tax assets and liabilities using enacted tax rates that, if changed, would result in either an increase or
decrease in the provision for income taxes in the period of change.

Reporting exchange differences on intercompany foreign currency transactions that are long-term in nature

On May 2, 2005, we made an intercompany loan of US$ 465.5 million to a 100% wholly-owned subsidiary holding our
investment in the Czech Republic. This loan was converted to CZK 11,425 million during the second quarter and
CZK 738 million (US$ 30.5 million at August 25, 2005) of this balance was capitalized as equity on August 25, 2005. The
loan has a balance of CZK 10,687 million (US$ 434.7 million) as at December 31, 2005.

During the year ended December 31, 2005, a foreign exchange adjustment of negative US$ 17.8 million arose on
inter-company foreign currency transactions, primarily consisting of this inter-company loan. As these transactions are
long-term in nature as contemplated by FAS 52 "Foreign Currency Translation" paragraph 20(b), the foreign exchange
adjustments are reported in the same manner as translation adjustments in "Other Comprehensive Income", a separate
component of equity. Foreign exchange adjustments on inter-company transactions
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that are not long-term in nature are included in our determination of net income, and accordingly if we determined that the
loan was no longer long-term in nature we would be required to record subsequent foreign exchange adjustments as income
or expense in our Consolidated Statement of Operations.

Contingencies

We are currently involved in certain legal proceeding and, as required, accrue our estimate of the probable costs for the
resolution for these claims. These estimates have been developed in consultation with legal counsel and are based upon an
analysis of potential results, assuming a combination of litigation and settlement strategies. It is possible, however, that future
results of operations for any particular period could be materially affected by changes in our assumptions or the effectiveness
of our strategies related to these proceedings. See Part II, Item 8, Note 19, "Commitments and Contingencies" in our Annual
Report on Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and
Exchange Commission on March 15, 2006, which is incorporated by reference into this prospectus, for more detailed
information on litigation exposure.

VII. Related party matters

Overview

There is a limited local market for many specialist television services in the countries in which we operate, many of which are
provided by parties known to be connected to our local shareholders. As stated in FAS 57 "Related Party Disclosures"
transactions involving related parties cannot necessarily be presumed to be carried out on an arm's-length basis, as the
requisite conditions of competitive, free-market dealings may not exist. We will continue to review all of these arrangements.

We consider related parties to be those shareholders who have direct control and/or influence and other parties that can
significantly influence management; a "connected" party is one in which we are aware of a family or business connection to a
shareholder.

Related party transactions

Croatia

We have no related party transactions in Croatia.

Czech Republic

We have no related party transactions in the Czech Republic.

Romania

The total purchases from companies related or connected with Adrian Sarbu in 2005 were approximately US$ 12.0 million
(2004: US$ 6.9 million). The purchases were mainly for programming rights and for various technical, production and
administrative related services. The total sales to companies related or connected with Adrian Sarbu in 2005 were
approximately US$ 0.4 million (2004: US$ 0.1 million). At December 31, 2005, companies connected to Mr. Sarbu had an
outstanding balance due to us of US$ 1.4 million which includes a prepayment of US$ 0.6 million (2004: US$ 0.6 million).
At December 31, 2005, companies related to Mr. Sarbu had an outstanding balance due to them of US$ 0.5 million (2004:
US$ 0.6 million).
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On February 28, 2005 we acquired 2% of Pro TV and MPI from Mr. Sarbu for US$ 5.0 million and on July 29, 2005 we
acquired an additional 3% of Pro TV and MPI from Mr. Sarbu for US$ 15.0 million. (see Part II, Item 8, Note 3 "Acquisitions
and Disposals, Romania" in our Annual Report on Form 10-K for the year ended December 31, 2005, as amended by our
Form 10-K/A filed with the Securities and Exchange Commission on March 15, 2006, which is incorporated by reference into
this prospectus). Under a put option agreement with Mr. Sarbu entered into in July 2004, Mr. Sarbu has the right to sell his
remaining shareholding in Pro TV and MPI to us at a price, to be determined by an independent valuation and is subject to a
floor price of US$ 1.45 million for each 1% interest sold. This put is exercisable from March 1, 2009 for a twenty-year period
thereafter.

On February 17, 2006, we purchased an additional 5% of Pro TV, MPI and Media Vision from Mr. Sarbu for consideration of
US$ 27.2 million (for further information, see Part II, Item 8, Note 21, "Subsequent Events" in our Annual Report on
Form 10-K for the year ended December 31, 2005, as amended by our Form 10-K/A filed with the Securities and Exchange
Commission on March 15, 2006, which is incorporated by reference into this prospectus). We now own a 90% voting and
economic interest in Pro TV and MPI and a 75% voting and economic interest in Media Vision.

Slovenia

On June 24, 2005, we acquired from Marijan Jurenec, director of our Adriatic regional operations, his remaining 3.15%
interest in Pro Plus for Euro 4.7 million (approximately US$ 5.7 million at the date of acquisition).

Slovak Republic

On December 1, 2005 we repaid STS, our equity-accounted affiliate in the Slovak Republic, SKK 228 million (approximately
US$ 7.1 million at the time of repayment) in settlement of the principal and interest due on a loan that had been advanced to
us in 2002 and 2003. The loan bore interest at a rate of three-month Bratislava Inter-Bank Offered Rate ("BRIBOR") plus
2.2%.

STS has a number of contracts with companies connected to Jan Kovacik, a shareholder in Markiza, and indirectly STS, for
the provision of television programs. Many of these contracts are for the production of programs that require specialist
studios and specific broadcast rights. Total purchases from these companies in 2005 amounted to US$ 0.5 million (2004:
US$ 0.4 million, 2003: US$ nil).

STS also sold advertising time through an advertising agency controlled by Jan Kovacik. The total 2005 advertising sales of
STS placed through Mr. Kovacik's advertising agency were US$ 0.2 million (2004: US$ 1.9 million, 2003: US$ 2.5 million),
and the total amount due to STS from this agency at December 31, 2005 was US$ nil (2004: US$ 0.4 million).

We have received contractual management fees from STS since 1998. The value of these fees was US$ 0.4 million in each of
2005, 2004 and 2003,. In 2003, the other local shareholders suggested that they were also entitled to fees for their services to
STS. Consequently, we made a provision of US$ 0.7 million in our Consolidated Statement of Operations (representing our
70% share of a potential US$ 1.1 million charge against STS). During 2004, this issue was resolved and our 2004 results
include a write-back of the provision taken in 2003.
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Ukraine

We contract with Contact Film Studios for the production of certain television programs. This is a company connected to
Boris Fuchsmann, the 40% shareholder and joint Managing Director of Innova, which is one of the operating companies for
the Studio 1+1 Group. Our total purchases from Contact Film Studios in 2005 were US$ 0.1 million (2004: US$ 0.1 million,
2003: US$ nil). This amount is included in prepaid programming as at December 31, 2004.

In 1998 we made a loan to Mr. Fuchsmann with a total balance outstanding at December 31, 2005 of US$ 2.5 million (2004:
US$ 2.8 million). The interest rate on this loan is US$ three-month LIBOR+3%, subject to a minimum of 5% and has a final
due date of November 2006.

Alexander Rodnyansky, the former general director and current Honorary President of Studio 1+1, continues as the 70%
shareholder in the license company. Mr. Rodnyansky is also the general director of the Russian broadcaster CTC based in
Moscow. Our total purchases from CTC in 2005 were US$ 0.2 million (2004: US$0.1 million, 2003: US$0.4 million).

We acquire legal and consulting services from LLC Legal Company Varlamov and Partners, headed by the Deputy General
Director of Studio 1+1. The total amount of services rendered by the company in 2005 was US$ 0.3 million (2004:
US$ 0.2 million).

We contract with Vabank for the provision of banking services. This is a bank connected to the minority shareholder and joint
Managing Director of Innova Boris Fuchsmann through his presence on the bank's Supervisory Board. Our balance on the
current account with the bank was US$ 5.0 million as of December 31, 2005 (2004: US$1.2 million). Commission and other
expenses carried by us in respect of the banking services rendered by Vabank amount to US$ 0.1 million for the twelve
months ended December 31, 2005. Interest of US$0.1 million was earned on funds on deposit with Vabank.

We contract with Kino-Kolo magazine for advertising Studio 1+1. Kino Kolo is 75% owned by Alexander Rodnyansky, who
is 70% shareholder in the license company. Purchases of services from Kino-Kolo in 2005 amounted to US$ 0.1 million.

Innova Marketing is a company fully owned and headed by Boris Fuchsmann. Innova Marketing renders consulting services
to Innova. The amount of such services provided in 2005 was US$ 0.1 million (2004: US$ 0.2 million).

Corporate

On May 27, 2003 we paid US$ 4.7 million to Ronald S. Lauder, our non-executive Chairman and controlling shareholder,
reimbursing costs previously incurred by him in pursuing his Czech Republic arbitration. The payment was approved
unanimously by our independent directors following a review of the ways in which the Lauder arbitration contributed to our
success in the UNCITRAL Arbitration against the Czech Republic.
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Legal proceedings 

General

We are, from time to time, a party to litigation that arises in the normal course of our business operations. Other than those
claims discussed below, we are not presently a party to any such litigation which could reasonably be expected to have a
material adverse effect on our business or operations.

We present below a summary of our more significant proceedings by country.

Croatia

On October 29, 2004, OK filed suit against Global Communications d.o.o. claiming approximately HRK 53 million
(approximately US$ 8.6 million) in damages. Global Communications is a company controlled by Ivan Caleta, who had
previously operated Nova TV (Croatia) through OK. Global Communications, together with GRP Media d.o.o., another
company controlled by Mr. Caleta, had provided certain goods and services to OK and Nova TV (Croatia) in exchange for
advertising time. Global Communications and GRP Media were functionally managing the advertising inventory of Nova TV
(Croatia). On December 31, 2003, Global Communications entered into an agreement by which OK acknowledged that
Global Communications was entitled to approximately 375,000 seconds of advertising time for goods and services previously
provided. Following our acquisition of Nova TV (Croatia) and OK in July 2004, OK concluded that Global Communications
had used all of its seconds by June 2004 based on a substantial discrepancy discovered between the utilization of advertising
time recorded by Global Communications and that recorded by AGB Puls, an independent television audience measurement
service operating in Croatia. In the course of its investigation of the usage of seconds by Global Communications, OK
discovered that computer records of advertising seconds kept for OK may have been altered. OK brought a suit to recover
amounts for advertising time used by Global Communications in excess of the 375,000 seconds agreed. Global
Communications filed a counterclaim in January 2005 for HRK 68 million (approximately US$ 11.0 million), claiming that
the AGB data is unreliable and that it is entitled to additional seconds under the previous agreement. We do not believe that
these counterclaims will prevail.

Czech Republic

Claims relating to the Vilja shareholding in CET 21

On May 20, 2002, Vilja, now our wholly-owned subsidiary, acquired its ownership interest in CET 21 from Messrs. Alan,
Huncik and Venclik. On July 19, 2002, Peter Krsak, a shareholder of CET 21, filed a claim with the City Court in Prague
challenging a number of CET 21 shareholder resolutions adopted by written consent (the "Krsak 2002 Petition"). In relevant
part, his complaint included challenges to (1) a decision of the CET 21 shareholders of April 22, 2002 to approve the transfer
by Messrs. Alan and Venclik of their ownership interests in CET 21 to Vilja and (2) a written resolution of the CET 21
shareholders on the redistribution of a 60% interest in CET 21 then held by the company itself. (This 60% interest had
previously been held by Vladimir Zelezny, who had been forced to relinquish it in an enforcement proceeding against him
following his default on a judgment adverse to him in another proceeding). These claims,
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in effect, constituted a challenge to the ownership by Vilja of a 52.075% ownership interest in CET 21.

On June 18, 2003, before the City Court had issued a decision in the Krsak 2002 Petition, CET 21 petitioned the City Court to
approve, among other things, the registration of Vilja in the commercial register maintained by the City Court (the
"Commercial Register") as the owner of 52.075% of CET 21 (the "CET 21 Petition").

On February 24, 2005, we entered into the Agreement on the Settlement of Disputes and Transfer of Ownership Interest with
Peter Krsak (the "Krsak Agreement"). The Krsak Agreement provides that Mr. Krsak will file petitions to withdraw all of his
claims in respect of the TV Nova (Czech Republic) group following the satisfaction of specified conditions precedent. Those
conditions were satisfied in April 2005 and Mr. Krsak filed the necessary petitions in May 2005. The City Court in Prague
accepted a petition to withdraw the Krsak 2002 Petition on May 24, 2005 and issued a resolution confirming that the
proceedings in respect of the Krsak 2002 Petition have been terminated. This decision has become final.

In connection with an extraordinary appeal filed by Mr. Krsak on August 8, 2003, the Commercial Register file of CET 21
was lodged with the Supreme Court. Pursuant to the Krsak Agreement, Mr. Krsak filed a petition on May 31, 2005 to
withdraw this claim, and the court has confirmed that the proceedings in respect of this claim have been terminated. The
Commercial Register file of CET 21 was returned to the City Court in Prague as a result of the termination of the proceedings
before the Supreme Court. On October 14, 2005, the City Court in Prague confirmed the registration of Vilja in the
Commercial Register as the owner of 52.075% of CET 21. The decision became final on December 17, 2005.

Disposition of the CET 21 interest held by CET 21

Following an enforcement proceeding against Vladimir Zelezny in another matter, his 60% interest passed to CET 21. The
CET 21 shareholder resolution based on a proposal dated July 4, 2002 provided for the redistribution of this 60% interest
among Vilja, Krsak, CEDC and CS, the four remaining shareholders of CET 21. Only Vilja elected to participate in the
redistribution of that interest; it acquired its pro rata portion of the 60% interest and thereby increased its ownership in CET
21 to 52.075% (from a 20.83% interest of an aggregate 40% interest then held by the four remaining shareholders). Neither
Mr Krsak, who previously held a 16.67% interest in CET 21, or CS or CEDC, which each holds a 1.25% interest, participated
in the redistribution. As a result, their pro rated portions of the 60% interest (equal to an aggregate 28.755% interest in CET
21) continue to be held by CET 21 itself. The preliminary injunction which had previously prohibited the disposition of this
28.755% interest ceased to exist as a result of termination of one of the lawsuits previously launched by Mr. Krsak. On
October 14, 2005, the City Court in Prague confirmed the registration of CET 21 in the Commercial Register as the owner of
this 28.755% interest. The decision became final on December 17, 2005.

Claims brought by Alan, Huncik, Venclik and Gal

On May 7, 2003, Messrs. Alan, Huncik, Venclik and Gal, former shareholders of CET 21, filed a claim against Krsak,
Zelezny, CET 21, CEDC and CS with the City Court in Prague. The substance of this challenge concerns the basis on which
Zelezny purported to increase his ownership interest in CET 21 to 60% in 1997. The claim was withdrawn by Messrs. Alan,
Huncik, Venclik
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and Gal on November 18, 2005. Subsequently, the proceedings were terminated by a court resolution dated November 25,
2005. This decision has become final.

Claims relating to the interests of CS and CEDC in CET 21

On April 2, 2003, CS entered into an agreement with Vilja to transfer its 1.25% interest in CET 21 to Vilja. This transfer was
approved by a resolution of the CET 21 shareholders adopted by written consent on May 16, 2003. Mr. Krsak filed a petition
against CET 21 in the City Court in Prague on August 8, 2003 to declare the shareholders resolution invalid. Pursuant to the
Krsak Agreement, Mr. Krsak filed a petition in May 2005 with the High Court in Prague to withdraw this claim. The High
Court in Prague decided on June 22, 2005 to return the file to the City Court in Prague for a formal decision on the
withdrawal of the claim and termination of the proceedings. On January 11, 2006, the City Court in Prague issued a
resolution confirming that the proceedings in respect of this petition have been terminated. This decision has become final.

CET 21 adopted a shareholder resolution by written consent on January 5, 2004 to approve the transfer of the 1.25% interest
of CEDC in CET 21 to PPF (Cyprus) Ltd. Mr. Krsak filed a petition against CET 21 in the City Court in Prague on
February 3, 2004 to declare this shareholders resolution invalid. Pursuant to the Krsak Agreement, Mr. Krsak filed a petition
in May 2005 with the High Court in Prague to withdraw this claim. The City Court in Prague issued a resolution on August 1,
2005 confirming that the proceedings in respect of this petition have been terminated. This decision has become final.

The consent of the Czech Media Council to the transfer of each of these 1.25% interests, which is necessary for such transfers
to become effective, has been requested but has not yet been issued.

Other claims

On January 25, 2005, Mr. Krsak filed on his own behalf and on behalf of CET 21 an action in the City Court in Prague
against 25 parties, including PPF and its affiliates, CP 2000, Vilja, and certain former and current members of management.
In his filing, Mr. Krsak claimed damages to himself in the amount of approximately CZK 1.25 billion (approximately US$
50.9 million) and on behalf of CET 21 in the amount of approximately CZK 7.5 billion (approximately US$ 305.7 million).
The substance of this claim is that various entities and persons controlling CET 21 caused CET 21 damage by entering into
agreements on disadvantageous terms with service companies related to such controlling person (such as CP 2000 and Mag
Media, which have subsequently been merged into CME Media Services).

Pursuant to the Krsak Agreement, Mr. Krsak filed a petition to withdraw this claim in May 2005 with the City Court in
Prague. The City Court in Prague accepted this petition on May 31, 2005 and issued a resolution confirming that the
proceedings have been terminated. This decision has not yet become final.

In December 2002, the Czech Republic Union of Authors ("OSA"), a collective administrator of copyright, filed an action
against CET 21, claiming payment of CZK 46.8 million (approximately US$ 1.9 million) plus interest for alleged
unauthorized use of works from the OSA library. CET 21 has been attempting to negotiate a revised pricing structure with
OSA since 2002 and has been paying advances on the licensing fee to OSA on an estimated basis pending final
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agreement of the amounts payable. At a hearing on September 19, 2005, the Municipal Court in Prague upheld OSA's claim.
On December 21, 2005, CET 21 entered into a settlement agreement with OSA to pay CZK 39.6 million (approximately US$
1.6 million) as full payment for all amounts claimed by OSA for the period from 2002 through 2005. CET 21 also entered
into a contract with OSA to fix payments for the period from 2006 through 2008.

Antimonopoly office

Following an investigation that the Office for the Protection of Economic Competition of the Czech Republic began
conducting during the fourth quarter of 2005 regarding potential infringements of Czech antimonopoly legislation in respect
of the sale of advertising on the TV NOVA channel from 2004, CET 21 has, without acknowledging any infringements
alleged by the Antimonopoly Office, agreed to make certain undertakings in respect of the sale of advertising on TV NOVA.
Upon acceptance of these undertakings by the Antimonopoly Office and subject to observance of them, the investigation will
be terminated.

Romania

There are no significant outstanding legal actions that relate to our business in Romania.

Slovenia

On November 20, 2002, we received notice of a claim filed by Mrs. Zdenka Meglic, the founder and a former shareholder of
MMTV 1 d.o.o (MMTV), against MMTV, a subsidiary of CME Media Enterprises BV. In her claim against MMTV,
Mrs. Meglic is seeking an amount equal to SIT 190 million (approximately US$ 1.0 million) for repayment of monies
advanced to MMTV from 1992 to 1994 (in the amount of approximately SIT 29 million (approximately US$ 0.1 million) plus
accrued interest. On September 9, 2004, the court of first instance found against MMTV and issued a judgment requiring
MMTV to pay SIT 190 million (approximately US$ 1.0 million) plus interest as well as costs. On September 24, 2004,
MMTV filed an appeal against the judgment. On December 15, 2004, the appellate court vacated the judgment of the lower
court and returned the case for further proceedings. We do not believe that Mrs. Meglic will prevail and will continue to
defend the claim. Accordingly, we have made no provision for this claim in our Consolidated Balance Sheets as at
December 31, 2005.

Slovak Republic

There are no significant outstanding legal actions that relate to our business in the Slovak Republic.

Ukraine

On October 11, 2005, Igor Kolomoiski filed a lawsuit against Alexander Rodnyansky and Studio 1+1 in a district court in
Kiev. Our Ukrainian affiliate Intermedia has been joined in the proceedings as a third party. Mr. Kolomoiski is attempting to
enforce what he alleges was a binding agreement with Mr. Rodnyansky to purchase the latter's 70% interest in Studio 1+1 for
consideration of US$ 70.0 million and to transfer that interest to Mr. Kolomoiski on receipt of a prepayment of US$
2.0 million. The lawsuit arises from abortive negotiations among Mr. Kolomoiski, Mr. Rodnyansky and Boris Fuchsmann for
the acquisition by Mr. Kolomoiski of
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the totality of interests in the Studio 1+1 Group held by Mr. Rodnyansky and Mr. Fuchsmann, subject to Mr. Kolomoiski
assuming all of their obligations under our existing partnership arrangements. Following a series of initial hearings,
proceedings on the merits were suspended pending the resolution of a procedural matter that has been appealed to the
Supreme Court of Ukraine. This appeal is currently pending. An acceptance of this appeal would automatically suspend
proceedings in the district court in Kiev; however, the filing of such an appeal with the Supreme Court does not impact the
proceedings. As a result, the hearings on the case in the district court have resumed. A hearing has been scheduled for Marchc
20, 2006. In the event the appeal to the Supreme Court is accepted, the hearings in the court will be suspended during the
pendency of this appeal.

We believe the lawsuit is without merit primarily because there was no agreement with Mr. Kolomoiski and because any
transfer would, in any event, breach Intermedia's statutory and contractual consent and pre-emptive rights. In the event of an
adverse outcome which results in the ownership of 70% of Studio 1+1 being transferred from Mr. Rodnyanksy to
Mr. Kolomoiski pursuant to a court decision, we may not be able to secure and enforce our contractual rights to a 60%
economic interest in Studio 1+1 or rights related to the governance of Studio 1+1 against Mr. Kolomoiski. A reduction in our
right to future distributable cash from Studio 1+1 would have an adverse impact on our financial position and results of
operations.

On December 23, 2005, we initiated proceedings against our partners Alexander Rodnyansky and Boris Fuchsmann in order
to enforce our contractual rights and compel a restructuring of the ownership of Studio 1+1 in order to permit us to hold a
60% interest in Studio 1+1 through a subsidiary organized in Ukraine. Initiation of this proceeding followed protracted
negotiations with our partners to restructure following confirmation from the Ukraine Media Council that our proposed
ownership structure would not be in violation of restrictions on foreign ownership contained in the Ukraine Media Law,
which restricts direct (but not indirect) investment by foreign persons in Ukrainian broadcasters to 30%. On January 12, 2006,
the Ukraine parliament adopted an amended version of the Ukraine Media Law that clarifies the absence of any restriction on
indirect foreign ownership of television broadcasters. This amended Ukraine Media Law is expected to come into force in
March 2006. Following adoption of these amendments, our partners have confirmed they are prepared to proceed with the
restructuring. Upon successful completion of the restructuring, we will terminate the proceedings initiated in December 2005.
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Principal security holders 

The following table sets forth certain information as of March 6, 2006 with respect to the beneficial ownership of our Class A
Common Stock and Class B Common Stock by each shareholder known by us to beneficially own more than 5% of any class
of our outstanding voting securities.

  Common stock

  

Beneficial
ownership of

Class A common
stock(a)  

Beneficial
ownership of

Class B common
stock

Name of beneficial owner
 

Number
 

Percent
 

Number
 

Percent
 

% of
voting

power(b)
 

%
owner-
ship(b)

Ronald S. Lauder(1)(2)  — — 6,031,965(3) 85.02% 59.13% 15.81%
Leonard A. Lauder(4)(5)  — — 721,673 10.36% 7.16% 1.90%
Federated Investors, Inc.(6)(7)  3,002,088 9.67% — — 2.98% 7.90%
Eric Semler(8)(9)  2,365,497 7.62% — — 2.35% 6.22%
Testora Ltd(10)  3,500,000 11.28% — — 3.47% 9.20%

(a) Does not include 6,966,533 shares of Class A Common Stock issuable upon conversion of shares of Class B Common Stock. Shares of Class B
Common Stock are convertible at any time into shares of Class A Common Stock for no additional consideration on a share-for-share basis. 

(b) Represents the percentage of total voting power and the percentage ownership of the Class A Common Stock and the Class B Common Stock currently
beneficially owned by each identified shareholder. The Class A Common Stock and the Class B Common Stock are the only authorized classes of the
Company's capital stock with shares outstanding. 

1. The address of Ronald S. Lauder is Suite 4200, 767 Fifth Avenue, New York, New York 10153. 

2. 57,799 of the shares of Class B Common Stock listed are owned directly by Ronald S. Lauder, 3,385,417 of the shares of Class B Common Stock are
owned by RSL Investments Corporation, 1,672,500 of the shares of Class B Common Stock are owned by RSL Capital LLC and 577,788 of the shares
of Class B Common Stock are owned by TV Holdings Ltd., all of which are owned by Mr. Lauder. 210,461 of the shares of Class B Common Stock
are held by RAJ Family Partners L.P., which Mr. Lauder may be deemed to beneficially own. In addition, Mr. Lauder directly owns currently
exercisable options to purchase 128,000 shares of Class B Common Stock. 

3. Includes (i) 100,000 shares of Class B Common Stock underlying options which are currently exercisable at an exercise price of $23.925 per share and
which expire on August 1, 2007; (ii) 8,000 shares of Class B Common Stock underlying options which are currently exercisable at a price of $0.2625
per share and which expire on May 18, 2011; (iii) 9,600 shares of Class B Common Stock underlying options which are currently exercisable at a price
of $2.0558 per share and which expire on May 15, 2012; (iv) 6,400 shares of Class B Common Stock underlying options which are currently
exercisable, at a price of $11.44 per share and which expire on May 21, 2013; and (v) 4,000 shares of Class B Common Stock underlying options
which are currently exercisable at an exercise price of $23.22 per share and which expire on June 1, 2014. Does not include (i) 2,000 shares of Class B
Common Stock underlying options with an exercise price of $0.2625 per share which are not currently exercisable within 60 days, and expire May 18,
2011; (ii) 6,400 shares of Class B Common Stock underlying options with an exercise price of $2.0558 per share which are not currently exercisable
and will not become exercisable within 60 days, and expire on May 15, 2012; (iii) 9,600 shares of Class B Common Stock underlying options with an
exercise price of $11.44 per share which are not currently exercisable and will not become exercisable within 60 days, and expire on May 21, 2013;
(iv) 12,000 shares of Class B Common Stock underlying options with an exercise price of $23.22 per share which are not currently exercisable and
will not become exercisable within 60 days, and expire on June 1, 2014; and (v) 6,000 shares of Class B Common Stock underlying options with an
exercise price of $46.725 which are not currently exercisable and will not become exercisable within 60 days and expire on June 1, 2015. 

4. Information in respect of the beneficial ownership of Leonard A. Lauder (other than percentage ownership) is based upon a statement on Schedule 13D
filed by him. The address of Mr. Leonard A. Lauder is c/o The Estée Lauder Companies Inc., 767 Fifth Avenue, New York, New York 10153. 

5. 285,239 of the shares of Class B Common Stock listed are owned directly by Leonard A. Lauder and 436,434 of the shares of Class B Common Stock
are held by LWG Family Partners L.P., a partnership whose managing partner is a corporation which is one-third owned by Mr. Leonard A. Lauder. 

6. Information in respect of the beneficial ownership of Federated Investors, Inc. (other than percentage ownership) is based upon a statement on
Schedule 13G filed on February 14, 2006 jointly by Federated Investors, Inc., Voting Shares Irrevocable Trust, John F. Donahue, Rhodora J. Donahue
and J. Christopher Donahue. The address of Federated Investors, Inc., Voting Shares Irrevocable Trust, John F. Donahue, Rhodora J. Donahue and J.
Christopher Donahue is Federated Investors Tower, Pittsburgh, Pennsylvania 15222-3779.
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7. Federated Investors, Inc. ("Parent") is the parent holding company of Federated Equity Management Company of Pennsylvania and Federated Global
Investment Management Corp. (the "Investment Advisors"), which act as investment advisors to registered investment companies and separate
accounts that own shares of common stock in Central European Media Enterprises, Ltd. The Investment Advisors are wholly owned subsidiaries of FII
Holdings, Inc., which is a wholly owned subsidiary of Parent. All of Parent's outstanding voting stock is held in the Voting Shares Irrevocable Trust
for which John F. Donahue, Rhodora J. Donahue and J. Christopher Donahue act as trustees. The trustees have collective voting control over Parent
and shared voting power over the shares listed. 

8. Information in respect of the beneficial ownership of Eric Semler (other than percentage ownership) is based upon a statement on Schedule 13G/A
filed by him on January 18, 2006. The address of Mr. Semler is 888 Seventh Avenue, Suite 1504, New York, New York 10019. 

9. Mr. Semler has sole power to vote and to dispose of these shares which consist of (i) 1,459,491 shares of Class A Common Stock held for the account
of TCS Capital Investments; (ii) 123,405 shares of Class A Common Stock held for the account of TCS Capital; (iii) 780,601 shares of Class A
Common Stock held for the account of TCS Capital II; and (iv) 2,000 shares of Class A Common Stock held for the account of TCS Select. TCS
Capital Management, LLC, a Delaware limited liability company ("TCS Capital Management") is the investment manager of each TCS Capital
International, TCS Capital and TCS Capital II. Mr. Semler is the investment manager of TCS Capital Management. 

10. Information in respect of the beneficial ownership of Testora Limited (other than percentage ownership) is based upon a statement on Schedule 13G
filed by it on January 11, 2006. The address of Testora Limited is Grigori Afxentiou, 8, El.Pa. Livadioti, Flat/Office 401, P.C. 6023, Larnaca, Cyprus.

Description of capital stock 

As of March 6, 2006, our authorized share capital was 120,000,000 shares, which consists of (i) 100,000,000 Class A
common shares, par value $0.08 per share (which we refer to as "Class A Common Stock"), (ii) 15,000,000 Class B common
shares, par value $.08 per share (which we refer to as "Class B Common Stock"), and (iii) 5,000,000 preferred shares, par
value $.08 per share (which we refer to as "Preferred Stock"). As of March 6, 2006 there were 31,057,994 shares of Class A
Common Stock issued and outstanding, 6,966,533 shares of Class B Common Stock issued and outstanding and no shares of
Preferred Stock issued and outstanding. The following statements are summaries of certain provisions of our Memorandum of
Association, bye-laws and the Companies Act 1981, as amended, of Bermuda. These summaries do not purport to be
complete and are qualified in their entirety by reference, to all of the provisions of our memorandum of association and
bye-laws, copies of which have been incorporated by reference as exhibits to the registration statement of which this
prospectus forms a part. Prospective investors are urged to read the exhibits for a complete understanding of our
memorandum of association and bye-laws.

Class A common stock

The holders of Class A Common Stock are entitled to one vote per share and are entitled to vote as a single class together
with the holders of Class B Common Stock on all matters subject to shareholder approval, except that the holders of Class A
Common Stock and the holders of Class B Common Stock will each vote as a separate class with respect to any proposed
"going private" transactions (as defined in our bye-laws and summarized below) between us and Ronald S. Lauder or any of
his Affiliates (as defined below); and with respect to any matter requiring class voting by the Companies Act. The holders of
issued shares of Class A Common Stock are entitled to receive dividends as and when declared by our Board of Directors,
pari passu with the holders of Class B Common Stock, out of funds legally available therefor, subject to any preferred
dividend right of the holders of any preferred stock. Under Bermuda law, a company's board of directors may declare and pay
dividends from time to time unless there are reasonable grounds for believing that the company is or would, after the
payment, be unable to pay its liabilities as they become due or that the realizable value of its assets would thereby

97



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:26
Created: 15-MAR-2006;13:58

User: OALBERT
File: DISK133:[06NYC7.06NYC2277]EG2277A.;13 Folio: 98Chksum: 90472

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 100

be less than the aggregate of its liabilities and issued share capital and share premium accounts. The holders of Class A
Common Stock have no preemptive or cumulative voting rights and no rights to convert their shares of Class A Common
Stock into any other securities. All of the issued shares of Class A Common Stock prior to this offering are fully paid and all
of our shares of Class A Common Stock to be issued in this offering will be issued fully paid. In the event of our dissolution
or winding up, the holders of Class A Common Stock are entitled to receive and share ratably and equally in our remaining
assets, if any, pari passu with the holders of the Class B Common Stock, after the payment of all of our debts and liabilities
and subject to any liquidation preference on any issued and outstanding preferred stock.

Our bye-laws provide that our board may in its absolute discretion and without assigning any reason refuse to register the
transfer of any Class A Common Stock to more than 4 (four) joint holders, or if the transfer of such stock is restricted by an
employee plan. Our board may decline to recognise any instrument of transfer unless it is accompanied by the relevant share
certificate and such other evidence of the transferor's right to make the transfer as our board shall reasonably require. Subject
to the foregoing, a holder of Class A Common Stock may transfer the title to all or any of his shares by an instrument of
transfer in the usual or common form or in any other form approved by the Board. The instrument of transfer must be signed
by the transferor and the transferee, although our Board may accept the instrument signed only by the transferor.

Our bye-laws further provide that nothing in the bye-laws shall impair the settlement of transactions entered into through the
facilities of the Nasdaq except as provided by such exchange.

On March 15, 2006, our Board of Directors authorized the issuance of up to an aggregate of 4.0 million shares of our Class A
Common Stock in connection with this offering.

A register of holders of the Class A Common Stock is maintained by Codan Services Limited in Bermuda, and a branch
register is maintained in the United States by our transfer agent, American Stock Transfer and Trust Company.

Class B common stock

The holders of Class B Common Stock are entitled to ten votes per share and are entitled to vote as a single class together
with the holders of Class A Common Stock on all matters which are subject to shareholder approval, except that the holders
of the Class A Common Stock and the holders of Class B Common Stock will each vote as a separate class with respect to
any proposed "going private" transactions (as defined in our bye-laws and summarized below) between us and Ronald S.
Lauder or any of his Affiliates (as defined below) and any matter requiring class voting by the Companies Act. The holders of
the issued shares of Class B Common Stock are entitled to receive dividends as and when declared by the Board of Directors,
pari passu with the holders of Class A Common Stock, out of funds legally available therefor, subject to any preferred
dividend right of the holders of any preferred stock. Under Bermuda law, a company's board of directors may declare and pay
dividends from time to time unless there are reasonable grounds for believing that the company is or would, after the
payment, be unable to pay its liabilities as they become due or that the realizable value of its assets would thereby be less than
the aggregate of its liabilities and issued share capital and share premium accounts. The holders of the Class B Common
Stock have no preemptive or
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cumulative voting rights. The holders of the Class B Common Stock have the right to convert their shares of Class B
Common Stock into shares of Class A Common Stock at their election and on a one to one basis, and all shares of Class B
Common Stock will automatically convert into shares of Class A Common Stock on a one to one basis when the number of
shares of Class B Common Stock represent less than 10% of the combined total number of shares of Class A Common Stock
and Class B Common Stock issued and outstanding. As of March 6, 2006, all of the issued and outstanding shares of Class B
Common Stock are fully paid. Shares of Class B Common Stock may be transferred only to (i) other original holders of
Class B Common Stock; (ii) to members of the immediate family of the original holder by gift, devise or otherwise through
laws of inheritance, descent or distribution; to a trust established by the holder for the holder's family members, to
corporations of which the majority of beneficial owners are or will be owned by the holders of Class B Common Stock and to
a corporation or other entity the majority of the beneficial owners of which are or will be owned by holders of Class B
Common Stock; (iii) in the case where the holder of Class B Common Stock is a corporation, to its shareholders; (iv) in the
case where the holder of Class B Common Stock is a partnership, to its partners; and (v) to any person who would be a
Permitted Transferee through a series of permitted transfers (all of the foregoing referred to as a "Permitted Transferee"). Any
other transfer of Class B Common Stock is void. However, as discussed above, a holder of Class B Common Stock may
convert his or her shares into Class A Common Stock as permitted by our bye-laws and transfer such Class A Common Stock
as permitted by law. A transfer by an original holder of Class B Common Stock which is either a corporation or a partnership
of more than 50% of the equity interest in such corporation or partnership to other than a Permitted Transferee shall result in
an automatic conversion of all shares of Class B Common Stock held by such corporation or partnership into an equal number
of shares of Class A Common Stock. We are entitled to seek specific enforcement of such conversion of shares of Class B
Common Stock into shares of Class A Common Stock upon the failure of any holder and/or transferee of shares of Class B
Common Stock to comply with such conversion. In such event, we are entitled to recover from the holder and the transferee
who failed to comply with such conversion, jointly and severally, the court costs, reasonable attorneys' fees and other costs
and expenses incurred by it in connection with the obtaining of such specific enforcement. In the event of our dissolution or
winding up, the holders of Class B Common Stock are entitled to receive and share ratably and equally in our remaining
assets, if any, pari passu with the holders of our Class A Common Stock, after the payment of all of our debts and liabilities
and subject to any liquidation preference on any issued and outstanding preferred stock.

A "going private" transaction is any "Rule 13e-3 Transaction," as that term is defined in Rule 13e-3 promulgated under the
U.S. Securities Exchange Act of 1934 between us and (i) Ronald S. Lauder, (ii) any Affiliate of Mr. Lauder, as defined below
or (iii) any group consisting of Mr. Lauder or Affiliates of Mr. Lauder.

An Affiliate of Ronald S. Lauder is (i) any individual or entity who or that, directly or indirectly, controls, is controlled by, or
is under direct or indirect common control with, Mr. Lauder, (ii) any corporation or organization (other than CME or a
majority owned subsidiary of CME) of which Mr. Lauder is an officer or a partner or is, directly or indirectly, the beneficial
owner of 10% or more of any class of voting securities, or in which Mr. Lauder has a substantial beneficial interest, (iii) any
trust or other estate in which the Mr. Lauder has a substantial beneficial interest or as to which Mr. Lauder serves as trustee or
in a similar fiduciary capacity
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or (iv) any relative or spouse of Mr. Lauder, or any relative of such spouse, who has the same residence as Mr. Lauder.

The transfer agent and registrar for our Class B Common Stock is Codan Services Limited of Hamilton, Bermuda.

Preferred stock

Subject to the Companies Act and our memorandum of association and bye-laws, our Preferred Stock may be issued from
time to time as determined by our Board of Directors, without shareholder approval. Such Preferred Stock may be issued in
such series and with such preferences, conversion or other rights, voting powers, restrictions, limitations as to dividends,
qualifications or other provisions, as may be fixed by our Board of Directors. While our Board of Directors has no current
intention of doing so, our Board of Directors, without shareholder approval, could issue preferred stock with voting and
conversion rights which could adversely affect the benefit of any voting power and the benefit of other rights of the holders of
Class A Common Stock and which could be used by us as an anti-takeover measure such as a "poison pill" without any
further action by the holders of Class A Common Stock. This may have the effect of delaying, deferring or preventing a
change of control of CME by increasing the number of shares necessary to gain control of us. At the date of this prospectus,
the Board of Directors has not authorized the issuance of any shares of preferred stock and we have no agreements or
understanding for the issuance of any shares of preferred stock.

Meetings of shareholders

Under Bermuda law, a company is required to convene at least one general meeting of shareholders each calendar year.
Bermuda law provides that a special general meeting of shareholders may be called by the board of directors of a company
and must be called upon the request of shareholders holding not less than 10% of the paid-up capital of the company carrying
the right to vote at general meetings. Bermuda law also requires that shareholders be given at least five days' advance notice
of a general meeting, but the accidental omission to give notice to any person does not invalidate the proceedings at a
meeting. Our bye-laws provide that our Board of Directors may convene an annual general meeting or a special general
meeting. Under our bye-laws, in general, at least 14 clear days' notice of an annual general meeting or a special general
meeting must be given to each shareholder entitled to vote at such meeting. This notice requirement is subject to the ability to
hold such meetings on shorter notice if such notice is agreed: (i) in the case of an annual general meeting by all of the
shareholders entitled to attend and vote at such meeting; or (ii) in the case of a special general meeting by a majority in
number of the shareholders entitled to attend and vote at the meeting holding not less than 95% in nominal value of the shares
entitled to vote at such meeting. The quorum required for a general meeting of shareholders is such number of shareholders
holding a majority of the total issued gvoting shares and present in person or by proxy.

Variation of rights

If at any time we have more than one class of shares, the rights attaching to any class, unless otherwise provided for by the
terms of issue of the relevant class, may be varied either: (i) with the consent in writing of the holders of at least 75% of the
issued shares of that class; or
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(ii) with the sanction of a resolution passed by at least 75% of the votes cast at a separate general meeting of the relevant class
of shareholders at which a quorum consisting of at least two persons holding or representing one-third of the issued shares of
the relevant class is present. Our bye-laws specify that the creation or issue of shares ranking equally with existing shares will
not, unless expressly provided by the terms of issue of existing shares, vary the rights attached to existing shares.

Capitalization of profits and reserves

Pursuant to our bye-laws, our Board of Directors may (i) capitalize any part of the amount of our share premium or other
reserve accounts or any amount credited to our profit and loss account or otherwise available for dividend or distribution by
applying such sum in paying up unissued shares to be allotted as fully paid bonus shares pro-rata to the shareholders; or
(ii) capitalize any sum standing to the credit of a reserve account or sums otherwise available for dividend or distribution by
paying up in full partly paid shares of those shareholders who would have been entitled to such sums if they were distributed
by way of dividend or distribution.

Anti-takeover protections

Our bye-laws contain provisions that could make it more difficult for a third party to acquire us without the consent of our
Board of Directors. These provisions provide for discretion conferred upon our Board of Directors to determine the powers,
preferences and rights of our preference shares and to issue the preference shares without shareholder approval. This could
impede the ability of one or more shareholders (acting in concert) to acquire sufficient influence over the election of directors
and other matters to effect a change in control of our management. Our bye-laws also establish an advance notice procedure
for the nomination, other than by or at the direction of our Board of Directors, of candidates for election as directors. In
general, notice of intent to nominate a director or raise business at such meeting must be received by us not less than 90 nor
more than 120 days prior to the meeting, and must contain certain specified information concerning the person to be
nominated or the matter to be brought before the meeting and concerning the shareholder submitting the proposal. These
provisions could make it more difficult for a third party to acquire us, even if the third party's offer may be considered
beneficial by many shareholders. As a result, shareholders may be limited in their ability to obtain a premium for their shares.

Amendment of memorandum of association and bye-laws

Bermuda law provides that the memorandum of association of a company may be amended by a resolution passed at a
general meeting of shareholders. Our bye-laws provide that no bye-law shall be rescinded, altered or amended, and no new
bye-law shall be made, unless it shall have been approved by a resolution of our Board of Directors and by an ordinary
resolution of the holders of Class A Common Stock and Class B Common Stock.

Under Bermuda law, the holders of an aggregate of not less than 20% in par value of the company's issued share capital or
any class thereof have the right to apply to the Supreme Court of Bermuda for an annulment of any amendment of the
memorandum of association adopted by shareholders at any general meeting, other than an amendment which alters or
reduces a company's share capital as provided in the Companies Act. Where such an application
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is made, the amendment becomes effective only to the extent that it is confirmed by the Bermuda court. An application for an
annulment of an amendment of the memorandum of association must be made within twenty-one days after the date on which
the resolution altering the company's memorandum of association is passed and may be made on behalf of persons entitled to
make the application by one or more of their number as they may appoint in writing for the purpose. No application may be
made by shareholders voting in favor of the amendment.

Differences in corporate law

Bermuda law and the Companies Act differ in certain respects from laws generally applicable to United States corporations
and their shareholders. Set forth below is a summary of certain material differences between Bermuda law and Delaware
corporate law. The following statements are summaries, and do not purport to deal with all aspects of Bermuda law that may
be relevant to us or our shareholders.

Fiduciary Duty; Interested Directors. Under Bermuda law, at common law, the directors of a Bermuda company owe a
fiduciary duty to the company to act in good faith in their dealings with or on behalf of the company and to exercise their
powers and fulfill the duties of their office honestly. This duty includes the following elements: (i) a duty to act in good faith
in the best interests of the company; (ii) a duty not to make a personal profit from opportunities that arise from the office of
director; (iii) a duty to avoid conflicts of interest; and (iv) a duty to exercise powers for the purpose for which such powers
were intended. In addition, the Companies Act imposes a specific duty on directors and officers of a Bermuda company to act
honestly and in good faith with a view to the best interests of the company and requires them to exercise the care, diligence
and skill that a reasonably prudent person would exercise in comparable circumstances. The Companies Act also imposes
various duties on officers of a company with respect to certain matters of management and administration of the company.
Our bye-laws provide that no director or officer shall be disqualified by his office from entering into a contract or
arrangement with us nor can such director be liable to us for any profit realized pursuant to such a transaction provided the
nature of such director's or officer's interest is disclosed at the first opportunity at a meeting of directors, or in writing to the
directors. Under Delaware law no such transaction would be voidable if (i) the material facts as to such interested director's
relationship or interests are disclosed or are known to the board of directors and the board in good faith authorizes the
transaction by the affirmative vote of a majority of the disinterested directors, (ii) such material facts are disclosed or are
known to the stockholders entitled to vote on such transaction and the transaction is specifically approved in good faith by
vote of the stockholders or (iii) the transaction is fair as to the corporation as of the time it is authorized, approved or ratified.
Under Delaware law, such interested director could be held liable for any transaction for which such director derived an
improper personal benefit.
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Amalgamation, Merger and Other Business Combinations. We may acquire the business of another Bermuda company
similarly exempt from Bermuda taxes or a company incorporated outside Bermuda and carry on such business when it is
within the objects of our memorandum of association. We may amalgamate with another Bermuda company or with a
company incorporated in another jurisdiction which permits such a company to amalgamate with a Bermuda company,
subject to board and certain shareholder approval (except for an amalgamation between certain affiliates). Under Bermuda
law, in the event of an amalgamation of a Bermuda company with another company or corporation, a shareholder of the
Bermuda company who is not satisfied that fair value has been offered for such shareholder's shares may, within one month
of notice of the shareholders meeting to consider the amalgamation, apply to the Supreme Court of Bermuda to appraise the
fair value of such shareholder's shares. Under Delaware law, with certain exceptions, any merger, consolidation or sale of all
or substantially all the assets of a corporation must be approved by the board of directors and a majority of the issued shares
entitled to vote. Under Delaware law, a stockholder of a corporation participating in certain major corporate transactions may,
under varying circumstances, be entitled to appraisal rights pursuant to which such stockholder may receive cash in the
amount of the fair market value of the shares held by such stockholder (as determined by a court or by agreement of the
corporation and the stockholder) in lieu of the consideration such stockholder would otherwise receive in the transaction.
Delaware law does not provide stockholders of a corporation with voting or appraisal rights when the corporation acquires
another business through the issuance of its stock or other consideration (i) in exchange for the assets of the business to be
acquired, (ii) in exchange for the issued stock of the corporation to be acquired or (iii) in a merger of the corporation to be
acquired with a subsidiary of the acquiring corporation.

Takeovers. Under Bermuda law, an acquiring party is generally able to acquire compulsorily the shares of minority
shareholders in the following ways:

• By a procedure under the Companies Act 1981 known as a "scheme of arrangement". A scheme of arrangement
could be effected by obtaining the agreement of the company and of holders of shares, representing in the aggregate
a majority in number and at least 75% in value of the shareholders present and voting at a court ordered meeting
held to consider the scheme or arrangement. The scheme of arrangement must then be sanctioned by the Bermuda
Supreme Court. If a scheme of arrangement receives all necessary agreements and sanctions, upon the filing of the
court order with the Registrar of Companies in Bermuda, all holders of shares could be compelled to sell their
shares under the terms of the scheme or arrangement. 

• If the acquiring party is a company, it may compulsorily acquire all the shares of the target company by acquiring
pursuant to a tender offer 90% of the shares or class of shares not already owned by, or by a nominee for, the
acquiring party (the offeror), or any of its subsidiaries. If an offeror has, within four months after the making of an
offer for all the shares or class of shares not owned by, or by a nominee for, the offeror, or any of its subsidiaries,
obtained the approval of the holders of 90% or more of all the shares to which the offer relates, the offeror may, at
any time within two months beginning with the date on which the approval was obtained, by notice require any
nontendering shareholder to transfer its shares on the same terms as the original offer. In those circumstances,
nontendering shareholders will be compelled to sell their
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shares unless the Supreme Court of Bermuda (on application made within a one-month period from the date of the
offeror's notice of its intention to acquire such shares) orders otherwise.

• Where one or more parties holds not less than 95% of the shares or a class of shares of a company, such holder(s)
may, pursuant to a notice given to the remaining shareholders or class of shareholders, acquire the shares of such
remaining shareholders or class of shareholders. When this notice is given, the acquiring party is entitled and bound
to acquire the shares of the remaining shareholders on the terms set out in the notice, unless a remaining
shareholder, within one month of receiving such notice, applies to the Supreme Court of Bermuda for an appraisal
of the value of their shares. This provision only applies where the acquiring party offers the same terms to all
holders of shares whose shares are being acquired. Delaware law provides that a parent corporation, by resolution
of its board of directors and without any shareholder vote, may merge with any 90% or more owned subsidiary.
Upon any such merger, dissenting stockholders of the subsidiary would have appraisal rights.

Shareholder's Suit. The rights of shareholders under Bermuda law are not as extensive as the rights of shareholders under
legislation or judicial precedent in many United States jurisdictions. Class actions and derivative actions are generally not
available to shareholders under the laws of Bermuda.

However, the Bermuda courts ordinarily would be expected to follow English case law precedent, which would permit a
shareholder to commence an action in our name to remedy a wrong done to us where the act complained of is alleged to be
beyond the corporate power of the Company or is illegal or would result in the violation of our memorandum of association
or bye-laws.

Furthermore, consideration would be given by the court to acts that are alleged to constitute a fraud against the minority
shareholders or where an act requires the approval of a greater percentage of our shareholders than that which actually
approved it. When the affairs of a company are being conducted in a manner which is oppressive or prejudicial to the interests
of some part of the shareholders, one or more shareholders may apply to the Supreme Court of Bermuda, which may make
such order as it sees fit, including an order regulating the conduct of the company's affairs in the future or ordering the
purchase of the shares of any shareholders by other shareholders or by the company. Class actions and derivative actions
generally are available to stockholders under Delaware law for, among other things, breach of fiduciary duty, corporate waste
and actions not taken in accordance with applicable law. In such actions, the court has discretion to permit the winning party
to recover attorney fees incurred in connection with such action.

Indemnification of Directors and Officers. Section 98 of the Companies Act provides generally that a Bermuda company may
indemnify its directors, officers and auditors against any liability which by virtue of any rule of law would otherwise be
imposed on them in respect of any negligence, default, breach of duty or breach of trust, except in cases where such liability
arises from fraud or dishonesty of which such director, officer or auditor may be guilty in relation to the company. Section 98
further provides that a Bermuda company may indemnify its directors, officers and auditors against any liability incurred by
them in defending any proceedings, whether civil or criminal, in which judgment is awarded in their favour or in which they
are
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acquitted or granted relief by the Supreme Court of Bermuda pursuant to section 281 of the Companies Act. Our bye-laws
provide that our directors, officers, any person appointed to any committee by the board of directors and certain other persons
(and their respective heirs, executors or administrators) in their capacity as such shall be indemnified and held harmless by us
in respect of their acts or omissions, except in respect of their fraud or dishonesty. Under Delaware law, a corporation may
adopt a provision eliminating or limiting the personal liability of a director to the corporation or its stockholders for monetary
damages for breach of fiduciary duty as a director, except for breaches of the director's duty of loyalty, for acts or omissions
not in good faith or which involve intentional misconduct or knowing violations of law, for improper payment of dividends or
for any transaction from which the director derived an improper personal benefit. Delaware law has provisions and limitations
similar to Bermuda regarding indemnification by a corporation of its directors or officers, except that under Delaware law the
statutory rights to indemnification may not be as limited.

Our bye-laws also provide that our shareholders waive any claim or right of action that they might have, both individually
and on our behalf, against any of our directors or officers in relation to any act or failure to act in the performance of such
director's or officer's duties, except in respect of any fraud or dishonesty of such director or officer. Our bye-laws provide that
the indemnity and waiver of claims provided in our bye-laws shall extend, as a matter of contract, between each shareholder
and each former director and officer of the Company (and their respective heirs, executors or administrators) to any act done,
purported to be done, concurred in or omitted in or about the execution of their duty, or supposed duty, or in their respective
offices or trust by the former directors or officers of the Company. The indemnification provided in our bye-laws is not
exclusive of other indemnification rights to which a director or officer may be entitled, provided these rights do not extend to
his or her fraud or dishonesty.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers or
persons controlling the registrant pursuant to the foregoing provisions, the registrant has been informed that in the opinion of
the Securities and Exchange Commission such indemnification is against public policy as expressed in the Act and is
therefore unenforceable.

Inspection of Corporate Records. Members of the general public have the right to inspect our public documents available at
the office of the Registrar of Companies in Bermuda which will include our memorandum of association (including its
objects and powers) and any alteration to the memorandum of association and documents relating to an increase or reduction
of authorized capital. The shareholders have the additional right to inspect the bye-laws, minutes of general meetings and
audited financial statements, which must be presented to the annual general meeting of shareholders. Our register of members
is also open to inspection by shareholders without charge, and to members of the general public for a fee. We are required to
maintain our register of members in Bermuda but may, subject to the provisions of the Companies Act, establish a branch
register outside Bermuda. We are required to keep at our registered office a register of our directors and officers which is
open for inspection to shareholders and to members of the public without charge. Bermuda law does not, however, provide a
general right for shareholders to inspect or obtain copies of any other corporate records. Delaware law permits any
shareholder to inspect or obtain copies of a corporation's
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shareholder list and its other books and records for any purpose reasonably related to such person's interest as a shareholder.

Certain other provisions of Bermuda law

We have been designated by the Bermuda Monetary Authority as a non-resident for Bermuda exchange control purposes.
This designation allows us to engage in transactions in currencies other than the Bermuda dollar, and there are no restrictions
on our ability to transfer funds (other than funds denominated in Bermuda dollars) in or out of Bermuda or to pay dividends
to United States residents who are holders of our Class A Common Stock. General permission under the Exchange Control
Act 1972 (and its related regulations) has been obtained from the Bermuda Monetary Authority for the issue and transfer of
the Class A Common Stock to and between non-residents of Bermuda for exchange control purposes provided our shares of
Class A Common Stock remain listed on an appointed stock exchange, which includes the National Association of Security
Dealers Automated Quotations System (NASDAQ). This Prospectus will be filed with the Registrar of Companies in
Bermuda in accordance with Bermuda law.

In granting such permission and in accepting this Prospectus for filing, neither the Bermuda Monetary Authority nor the
Registrar of Companies in Bermuda accepts any responsibility for our financial soundness or of the correctness of any of the
statements made or opinions expressed in this Prospectus.

The Bermuda Monetary Authority has also granted consent for the issue and transfer of up to 20% of our Class A Common
Stock in issue from time to time to persons resident in Bermuda for exchange control purposes without the need to obtain
prior approval.

In accordance with Bermuda law, share certificates are only issued in the names of companies, partnerships or individuals. In
the case of a shareholder acting in a special capacity (for example as a trustee), certificates may, at the request of the
shareholder, record the capacity in which the shareholder is acting. Notwithstanding the recording of any such special
capacity we are not bound to investigate or incur any responsibility in respect of the proper administration of any such trust.

We will take no notice of any trust applicable to any of our shares whether or not we had notice of such trust.

Material United States
federal income and Bermuda tax considerations 

The following discussion is a general summary of the material tax consequences of an investment in the Class A Common
Stock under Bermuda law and United States federal income tax laws. This discussion is intended only as a summary and does
not address all potential tax considerations relating to an investment in the Class A Common Stock. In particular, this
discussion does not address the tax consequences of an investment in the Class A Common Stock under state, local or other
(i.e., non-United States or Bermuda) tax laws. Accordingly, you must consult your own tax advisor regarding the tax
consequences to you of an investment in the Class A Common Stock.
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Bermuda

As of the date hereof, neither we nor holders of our Class A Common Stock (who or which holders are not persons ordinarily
resident in Bermuda) are subject to any Bermuda income or profits tax, withholding tax, capital gains tax, capital transfer tax,
estate duty or inheritance tax, in respect of our shares of Class A Common Stock.

We have obtained an assurance from the Minister of Finance of Bermuda under the Exempted Undertakings Tax Protection
Act 1966, as amended, that, in the event there is enacted in Bermuda any legislation imposing tax computed on profits,
income, capital assets, gain or appreciation or any tax in the nature of an estate duty or inheritance tax, such tax shall not,
until March 28, 2016, be applicable to us or to our Class A Common Stock, except insofar as such tax applies to persons
ordinarily resident in Bermuda or is payable by us in respect of real property owned or leased by us in Bermuda.

United States federal income taxation

The following are the material United States federal income tax consequences of the acquisition, ownership and disposition of
the Class A Common Stock. This discussion only applies to holders that hold the Class A Common Stock as capital assets.

This discussion does not describe all of the tax consequences that may be relevant to a holder in light of its particular
circumstances or to holders subject to special rules, such as:

• persons that own, or are deemed to own, 10% or more of the voting power of all of our outstanding stock; 

• certain financial institutions; 

• insurance companies; 

• tax-exempt organizations; 

• dealers in securities or foreign currencies; 

• persons holding Class A Common Stock as a hedge or as part of a straddle, constructive sale or conversion
transaction; 

• persons holding Class A Common Stock through partnerships or other entities classified as partnerships for U.S.
federal income tax purposes; 

• persons subject to the alternative minimum tax; or 

• U.S. Holders whose functional currency is not the U.S. dollar.

As used herein, the term "U.S. Holder" means a beneficial owner of Class A Common Stock that is, for U.S. federal income
tax purposes:

• a citizen or individual resident of the United States; 

• a corporation, or other entity taxable as a corporation for U.S. federal income tax purposes, or a partnership, or
other entity taxable as a partnership for U.S. federal
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income tax purposes, created or organized in or under the laws of the United States or of any political subdivision
thereof;

• an estate, the income of which is subject to United States federal income taxation regardless of its source; or 

• a trust if (i) a court within the United States is able to exercise primary supervision over the administration of the
trust and one or more U.S. persons have the authority to control all substantial decisions of the trust, or (ii) the trust
was in existence on August 20, 1996 and has properly elected to continue to be treated as a U.S. person.

A Non-U.S. Holder is any beneficial owner of Class A Common Stock that is not a U.S. Holder.

The discussion below is based on the Internal Revenue Code of 1986, as amended to the date hereof (the "Code"),
administrative pronouncements, judicial decisions and final, temporary and proposed Treasury regulations, changes to any of
which subsequent to the date of this Prospectus may affect the tax consequences described herein. This discussion is not
intended to constitute a complete analysis of all tax considerations relevant to an investment in the Class A Common
Stock. It does not take into account the individual circumstances of any particular prospective investor, nor does it
address any aspect of estate or gift tax laws or of state, local or foreign tax laws. No rulings have been or will be
requested from the Internal Revenue Service concerning any of the tax matters discussed below. We strongly urge you
to consult your own tax advisor for advice concerning the application of the U.S. federal income tax laws to your
particular situation, as well as any tax consequences arising under state, local or foreign tax laws.

U.S. Holders

Taxation of distributions on Class A Common Stock

If we make any distributions on our Class A Common Stock (other than certain pro rata distributions of Class A Common
Stock), you generally will be required to include the amount of such distribution in gross income as a taxable dividend to the
extent such distribution is paid from our current or accumulated earnings and profits as determined applying United States
federal income tax principles. Subject to the rules described below under "—Passive Foreign Investment Company,"
distributions in excess of our earnings and profits generally will first be treated as a nontaxable return of capital to the extent
of your adjusted tax basis in your Class A Common Stock, and then as gain from the sale or exchange of a capital asset. The
taxable amount of the dividend will be treated as foreign source dividend income to you and will generally constitute passive
income for foreign tax credit purposes. The dividend will not be eligible for the dividends received deduction generally
allowed to U.S. corporations under the Code. Subject to the rules described below under "—Passive Foreign Investment
Company," for non-corporate U.S. Holders, such dividends, if received in taxable years beginning before January 1, 2009,
will qualify for preferential rates of taxation provided that our common stock continues to trade on the NASDAQ or another
established United States securities market and the U.S. Holder satisfies certain holding period requirements.

Sale, exchange or redemption of Class A Common Stock

Upon the sale, exchange, redemption or other taxable disposition of our Class A Common Stock, you generally will recognize
capital gain or loss (subject to the rules discussed below
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under "—Passive Foreign Investment Company") equal to the difference between the amount of cash and the fair market
value of any property received by you upon such disposition, and your adjusted tax basis in the Class A Common Stock. Such
capital gain or loss will be treated as United States source gain or loss for purposes of computing your foreign tax credit
limitation, and will be long-term capital gain or loss if your holding period in the Class A Common Stock is more than one
year, and otherwise will be short-term capital gain or loss. Long-term capital gains of non-corporate U.S. Holders are eligible
for reduced rates of taxation. The deductibility of capital losses is subject to limitations.

Controlled foreign corporation

We currently are a controlled foreign corporation (CFC). This generally will not be relevant to you unless you hold directly,
indirectly, or through certain constructive ownership rules, shares of our common stock representing 10% or more of the
voting power of all of our outstanding stock. We do not anticipate that this will occur if you own only Class A Common
Stock purchased in this offering.

Passive foreign investment company

We were not classified as a "passive foreign investment company" (PFIC) under U.S. tax laws for 2005, and we believe, but
cannot assure, that we will not be so classified for the current or future years. We will be classified as a PFIC if, for any of
our taxable years during which you own Class A Common Stock, either 75% or more of our annual gross income is passive
income, or 50% or more of the average quarterly value of our assets produce or are held for the production of passive income.
Passive income for purposes of the PFIC rules generally includes dividends, interest and other types of investment income,
and generally would include amounts derived by reason of the temporary investment of excess funds. In applying the income
and asset tests, we will be treated as receiving a proportionate share of the income and as owning a proportionate share of the
assets of each foreign corporation in which we own 25% or more in value of the stock.

If we become a PFIC at any time while you hold Class A Common Stock, then, unless you make a special tax election
(described below) for the year in which we become a PFIC (or unless your Class A Common Stock is otherwise required to
be marked-to-market for U.S. federal income tax purposes), you will be subject to special rules generally intended to
eliminate any benefits from the deferral of U.S. federal income tax that you might otherwise derive from investing in a
foreign corporation that does not distribute all of its earnings on a current basis. Upon a disposition of our Class A Common
Stock, any gain recognized by you would be allocated ratably over your holding period for our Class A Common Stock. The
amounts allocated to the taxable year of the sale or other disposition and to any year before we became a PFIC would be
taxed as ordinary income. The amount allocated to each other taxable year would be taxed to you at the highest tax rate in
effect for such year, and an interest charge would be imposed on your resulting tax liability allocated to such taxable year.
Also, if we are a PFIC in the taxable year in which such distributions are paid or in the preceding taxable year, distributions
on our Class A Common Stock would not be eligible for preferential rates of taxation as described in "—Taxation of
Distributions on Class A Common Stock." Further, any distribution in respect of our Class A Common Stock in excess of
125 percent of the average annual distributions received by you during the preceding three years or your holding period in our
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Class A Common Stock, whichever is shorter, would be subject to taxation as described above with respect to the sale or
other disposition of Class A Common Stock.

If you own Class A Common Stock in the year (if any) in which we become a PFIC, then you would be eligible to make a
mark-to-market election. If you were to make the mark-to-market election, then you would include each year, as ordinary
income, the excess, if any, of the fair market value of your Class A Common Stock at the end of the taxable year over your
adjusted tax basis, and would be permitted an ordinary loss in respect of the excess, if any, of your adjusted tax basis in your
Class A Common Stock over the fair market value of your Class A Common Stock at the end of the taxable year (but only to
the extent of the net amount of income previously included as a result of the mark-to-market election). Your tax basis in your
Class A Common Stock would be adjusted to reflect any such income or loss amounts. Any gain recognized on the sale or
other disposition of your Class A Common Stock would be treated as ordinary income.

Alternatively, you could elect to treat us as a "qualified electing fund" (QEF) for U.S. federal income tax purposes. By
making this election, you would be required to include in your income each year, a pro rata share of our income other than net
capital gain as ordinary income and a pro rata share of our net capital gain as long-term capital gain. If you were to make this
election for the year in which we become a PFIC, then your gain (if any) on a disposition of your Class A Common Stock
generally would be treated as capital gain rather than as ordinary income. If we become a PFIC, we intend to comply with the
requirements necessary to enable you to elect to treat us as a QEF.

We intend to notify you if we conclude at any time that we have become or are about to become a PFIC.

Special rules apply to determine the foreign tax credit with respect to withholding taxes imposed on distributions on shares in
a PFIC. Also, if you own Class A Common Stock during any year in which we are a PFIC, you must file Internal Revenue
Service (IRS) Form 8621 with the IRS.

You are urged to consult your tax advisor concerning the potential application of the PFIC rules, including the availability
and consequences of making the elections discussed above.

Backup withholding and information reporting

Unless you are an "exempt recipient" (generally, corporations and certain other persons who, when required, demonstrate
their exempt status), you generally will be subject to information reporting with respect to payments of dividends on our
Class A Common Stock and proceeds from the sale, exchange or other disposition of our Class A Common Stock. You will
also be subject to backup withholding on such payments at the applicable statutory rate (currently, 28%) if you fail to supply
an accurate taxpayer identification number or otherwise fail to comply with applicable certification requirements. Backup
withholding tax is not an additional tax, and may be credited against your regular U.S. federal income tax liability or refunded
by the IRS. You should consult your tax advisor regarding the application of these rules.
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Non-U.S. Holders

Income and gain on the Class A Common Stock

If you are a Non-U.S. Holder, subject to the discussion below under "—Backup Withholding and Information Reporting,"
you generally will not be subject to U.S. federal income or withholding tax on dividends (if any) paid to you on Class A
Common Stock or on your gain (if any) upon the disposition of Class A Common Stock, unless:

• the income or gain is "U.S. trade or business income," which means income or gain that is effectively connected
with your conduct of a trade or business, and if required by an applicable income tax treaty, is attributable to a
permanent establishment in the United States; or 

• you are an individual who is present in the United States for 183 days or more in the taxable year of disposition and
certain other conditions are met.

If the first subparagraph above applies, then you generally will be subject to regular U.S. income tax in the same manner as if
such income or gain were realized by a U.S. Holder. In addition, if you are a corporation, then such income or gain may be
subject to a branch profits tax at a rate of 30%, or such lower rate provided by an applicable income tax treaty. If the second
subparagraph applies, then you generally will be subject to tax at a rate of 30%, subject to reduction by an applicable income
tax treaty.

Backup withholding and information reporting

If you hold your Class A Common Stock through a non-U.S. office of a non-U.S. related broker or financial institution, then
information reporting and backup withholding generally will not be required. Information reporting, and possibly backup
withholding, may apply if you hold your Class A Common Stock through a U.S. or U.S.-related broker or financial institution
or a U.S. office of a non-U.S. broker or financial institution and you fail to provide appropriate identifying information. You
should consult your tax advisor regarding the application of these rules.

111



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:26
Created: 15-MAR-2006;15:39

User: SMENEZE
File: DISK133:[06NYC7.06NYC2277]EK2277A.;19 Folio: 112Chksum: 142739

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 114

Underwriting 

The underwriters named below will enter into an underwriting agreement with respect to the Class A Common Stock being
offered. Subject to certain conditions, each underwriter will severally agree to purchase the number of shares indicated in the
following table. J.P. Morgan Securities Ltd., Lehman Brothers Inc. and ING Bank N.V., London Branch are the joint
book-running managers for this offering and the representatives of the underwriters.

Underwriters
 

Number of shares

J.P. Morgan Securities Ltd.    
Lehman Brothers Inc.   
ING Bank N.V., London Branch   
Ceska sporitelna, a.s.   
Jefferies & Company, Inc.   
ThinkEquity Partners LLC   
Total   

The underwriters are committed to take and pay for all of the shares being offered, if any are taken, other than the shares
covered by the option described below unless and until this option is exercised.

The underwriters initially propose to offer part of the shares of common stock directly to the public at the public offering
price listed on the cover page of this prospectus, and to selected dealers, which may include the underwriters, at such offering
price less a selling concession not in excess of US$[    ] per share. After the initial offering of the shares of common stock, the
offering price and other selling terms may from time to time be varied by the representative.

If the underwriters sell more shares than the total number set forth in the table above, the underwriters have an option to buy
up to an additional 330,000 shares from us to cover such sales. They may exercise that option for 30 days. If any shares are
purchased pursuant to this option, the underwriters will severally purchase such shares in approximately the same proportion
as set forth in the table above.

The following tables show the per share and total underwriting discounts and commissions to be paid to the underwriters by
us. The amounts assume both no exercise and full exercise of the underwriters' option to purchase additional shares.

  
No exercise

 
Full exercise

Per Share  $   $  
Total  $   $  

Our directors and our executive officers will enter into lock-up agreements with the underwriters prior to the commencement
of this offering pursuant to which, with limited exceptions, for a period of 90 days after the date of this prospectus they may
not, without the prior written consent of J.P. Morgan Securities Ltd., Lehman Brothers Inc. and ING Bank N.V., London
Branch (1) offer, pledge, announce the intention to sell, contract to sell, grant any option, right or warrant to purchase, or
otherwise transfer or dispose of, directly or indirectly,
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any shares of our common stock or any securities convertible into or exercisable or exchangeable for any of our common
stock (including, without limitation, common stock which may be deemed to be beneficially owned by such directors and
executive officers in accordance with the rules and regulations of the U.S. Securities and Exchange Commission and
securities which may be issued upon exercise of a stock option or warrant) or (2) enter into any swap or other agreement that
transfers, in whole or in part, any of the economic consequences of ownership of the common stock, whether any such
transaction described in clause (1) or (2) above is to be settled by delivery of common stock or such other securities, in cash
or otherwise.

Our Class A Common Stock is quoted on the Nasdaq National Market and the Prague Stock Exchange under the symbol "
CETV ".

In connection with the offering, the underwriters may purchase and sell shares of Class A Common Stock in the open market.
These transactions may include short sales, stabilizing transactions and purchases to cover positions created by short sales.
Short sales involve the sale by the underwriters of a greater number of shares than they are required to purchase in the
offering. "Covered" short sales are sales made in an amount not greater than the underwriters' option to purchase additional
shares in the offering. The underwriters may close out any covered short position by either exercising their option to purchase
additional shares or purchasing shares in the open market. In determining the source of shares to close out the covered short
position, the underwriters will consider, among other things, the price of shares available for purchase in the open market as
compared to the price at which they may purchase additional shares pursuant to the option granted to them. "Naked" short
sales are any sales in excess of such option. The underwriters must close out any naked short position by purchasing shares in
the open market. A naked short position is more likely to be created if the underwriters are concerned that there may be
downward pressure on the price of the Class A Common Stock in the open market after pricing that could adversely affect
investors who purchase in the offering. Stabilizing transactions consist of various bids for or purchases of Class A Common
Stock made by the underwriters in the open market prior to the completion of the offering.

The underwriters may also impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a
portion of the underwriting discount received by it because the representatives have repurchased shares sold by or for the
account of such underwriter in stabilizing or short covering transactions.

Purchases to cover a short position and stabilizing transactions may have the effect of preventing or retarding a decline in the
market price of our Class A Common Stock, and together with the imposition of the penalty bid, may stabilize, maintain or
otherwise affect the market price of our Class A Common Stock. As a result, the price of our Class A Common Stock may be
higher than the price that otherwise might exist in the open market. If these activities are commenced, they may be
discontinued at any time.

In connection with the offering, underwriters and selling group members may engage in passive market making transactions
in the common stock on the Nasdaq National Market in accordance with Rule 103 of Regulation M under the Securities
Exchange Act of 1934 during the period before the commencement of offers or sales of common stock and extending
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through the completion of distribution. A passive market maker must display its bids at a price not in excess of the highest
independent bid of the security. However, if all independent bids are lowered below the passive market maker's bid, that bid
must be lowered when specified purchase limits are exceeded.

A prospectus in electronic format will be made available on the website maintained by one or more of the representatives and
may also be made available on a website maintained by other underwriters. The representatives may agree to allocate a
number of shares to underwriters for sale to their online brokerage account holders. Internet distributions will be allocated by
the representatives to underwriters that may make Internet distributions on the same basis as other allocations.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities under the Securities Act
of 1933.

Certain of the underwriters and their respective affiliates have, from time to time, performed, and may in the future perform,
various financial advisory and investment banking services for us and our affiliates, for which they received or will receive
customary fees and expenses.

Until and unless we publish a Czech language prospectus in the Czech Republic in compliance with all relevant Czech
securities laws, we may offer or sell our shares of common stock in the Czech Republic only in circumstances in which such
an offer and sale do not constitute an offering to the public as defined in the relevant Czech securities laws. This document on
its own does not constitute a public offer of securities in the Czech Republic or any announcement thereof.

Legal matters 

Certain legal matters relating to the validity of the issuance of the shares of Class A Common Stock offered by this
prospectus will be passed upon for Central European Media Enterprises Ltd. by our special Bermuda counsel, Conyers Dill &
Pearman, Hamilton, Bermuda. Certain legal matters will be passed upon for Central European Media Enterprises Ltd. by
Katten Muchin Rosenman LLP, and for the underwriters by Simpson Thacher & Bartlett LLP. Michael Ashford of Codan
Services Limited, an affiliate of Conyers Dill & Pearman, serves as our Assistant Secretary.
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Experts 

The consolidated financial statements and related financial statement schedules of Central European Media Enterprises Ltd.
and subsidiaries as of December 31, 2005 and 2004, and for each of the three years in the period ended December 31, 2005,
and management's report on the effectiveness of internal control over financial reporting as of December 31, 2005,
incorporated by reference in this prospectus, have been audited by Deloitte & Touche LLP, an independent registered public
accounting firm, as stated in their reports, which are also incorporated by reference herein, and have been so incorporated in
reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.

The consolidated financial statements of Slovenska televizna spolocnost, s.r.o. and subsidiaries as of December 31, 2005 and
2004, and for each of the three years in the period ended December 31, 2005, incorporated by reference in this prospectus,
have been audited by Deloitte Audit s.r.o, an independent registered public accounting firm, as stated in their report, which is
incorporated by reference herein, and have been so incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing.

The combined financial statements of TV Nova as of December 31, 2004 and 2003, and for each of the years in the two-year
period ended December 31, 2004, have been incorporated by reference herein in reliance upon the report of KPMG Ceska
republika, s.r.o., independent auditors, incorporated by reference herein, and upon the authority of said firm as experts in
accounting and auditing.
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Unaudited condensed pro forma
consolidated financial information 

Introduction

On May 2, 2005, CME acquired from PPF (Cyprus) Ltd ("PPF") a controlling interest (85%) in the group of companies that
own and operate the TV Nova channel in the Czech Republic (the "TV Nova Group"). The TV Nova Group includes 100% of
Ceska Produkcni 2000 a.s ("CP 2000") and its subsidiaries and the consolidated results of 100% of Vilja a.s ("Vilja"), where
Vilja controls 73% of CET 21 s.r.o ("CET 21"). CP 2000 was merged into CME Media Services s.r.o on December 31, 2005.

On May 27, 2005, CME acquired from Peter Krsak his 16.67% interest in CET 21 in accordance with the agreement on the
settlement of disputes and transfer of ownership interest dated February 24, 2005. In addition, on May 31, 2005, CME
exercised its call option and acquired PPF's remaining 15% interest in the TV Nova Group (together with the acquisition of
Mr Krsak's 16.67% minority interest in CET 21, the "Additional Interest Acquisition").

The unaudited condensed pro forma consolidated income statement has been prepared in accordance with accounting
principles generally accepted in the United States of America ("US GAAP") and is based on the audited consolidated
financial statements of CME for the year ended December 31, 2005 (included in our Form 10-K/A filed with the Securities
and Exchange Commission on March 15, 2006) and the unaudited TV Nova combined income statement for the period
January 1, 2005 through May 2, 2005 (the "period ended May 2, 2005").

The TV Nova combined income statement includes the combination of the consolidated results of 100% of CP 2000 and its
subsidiaries and the consolidated results of 100% of Vilja, where Vilja controls 73% of CET 21.

The unaudited condensed pro forma consolidated income statement gives effect to:

1. The acquisition of 85% of PPF's ownership interest in the TV Nova Group on May 2, 2005 (the "TV Nova Initial
Acquisition"); 

2. The issuance to PPF of 3.5 million shares of our Class A Common Stock, valued at US$120.9 million, as part of the
purchase price for the TV Nova Initial Acquisition; 

3. The sale of Euro 245 million (US$317.5 million at the date of issuance) 8.25% senior notes and Euro 125 million
(US$162.0 million at the date of issuance) floating rate senior notes at an interest rate of 180 day EURIBOR (which
was 2.17% at May 5, 2005) plus 5.5%, each due 2012, and the use of the net proceeds from the sale, to finance the
TV Nova Initial Acquisition; 

4. The issuance to the public of 5.405 million shares of our Class A Common Stock, valued at US$231.8 million (net
of underwriting discounts and commissions) and the use of the majority of the net proceeds from the issue to
finance the acquisition of PPF's remaining 15% ownership interest in the TV Nova Group;

S-1



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:28
Created: 15-MAR-2006;10:33

User: WWASSER
File: DISK133:[06NYC7.06NYC2277]EM2277A.;12 Folio: S-2Chksum: 34381

Doc # 1Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 119

5. The acquisition of Mr Krsak's 16.67% minority interest in CET 21 on May 27, 2005. This represents 23.4% voting
and economic interest in CET 21 as CET 21 itself holds an undistributed 28.755% interest that is not entitled to
voting rights or dividends; and 

6. The acquisition of PPF's remaining 15% ownership interest in the TV Nova Group on May 31, 2005 (together with
the TV Nova Initial Acquisition and the purchase of the Krsak interest, the "TV Nova Acquisition")

As a result of the TV Nova Initial Acquisition (in point 1 above) and the acquisition of PPF's remaining 15% interest in the
TV Nova Group (in point 6 above), we acquired a 100% interest in CP 2000 and its subsidiaries and a 100% interest in Vilja,
which owns a 52.075% interest in CET 21. When aggregated with the acquisition of Mr Krsak's 16.67% minority interest in
CET 21, we own 68.745% of CET 21. Our voting and economic interest in CET 21 is effectively 96.50% because CET 21
itself holds an undistributed 28.755% interest that is not entitled to voting rights or dividends.

The unaudited condensed pro forma consolidated income statement for the year ended December 31, 2005 has been prepared
to give effect to the transactions set out in points 1 through 6 above ("the TV Nova Transaction") as if they had occurred on
January 1, 2005.

In accordance with Article 11 of Regulation S-X, we have presented the unaudited condensed pro forma consolidated income
statement for the year ended December 31, 2005 as the TV Nova Transaction is not reflected in the audited consolidated
financial statements of CME for the entire fiscal year ended December 31, 2005.

The pro forma adjustments are based on available information and assumptions that we believe are reasonable. The unaudited
condensed pro forma consolidated income statement is for information purposes only and does not purport to present what
our results of operations and financial information would have been had these transactions actually occurred as at such dates,
nor does it project our results of operations for any future period or our financial condition at any future date. The historical
audited consolidated financial statements of CME and unaudited TV Nova combined financial statements are presented in
U.S. dollars.
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Unaudited condensed pro forma consolidated income statement for the year ended December 31,
2005 (US$'000)

 

  

Year ended
December

31, 2005
audited

CME

 

Period ended
May 2, 2005

unaudited
TV Nova

 

Pro forma
adjustments
for TV Nova
Transaction

 

Pro forma
total

 
 

Net revenues  400,978  82,124  — 483,102  
 Operating costs  65,138 25,440 — 90,578  
 Cost of programming  148,837 5,050 — 153,887  

 

Station selling, general and administrative
expenses  46,382 10,587 — 56,969  

 

Depreciation of station property, plant &
equipment  16,367 1,707 300 (c) 18,374  

 

Amortization of broadcast licenses and
other intangibles  11,180 809 5,746 (b) 17,735  

 Corporate operating costs  25,374 — — 25,374  
 Impairment charge  35,331 — — 35,331 
   
Total operating expenses  348,609  43,593  6,046  398,248  
   
Operating income  52,369  38,531  (6,046) 84,854  
 Interest income  4,124 140 — 4,264 
 Interest expense  (29,387) (1,585) (13,422)(a) (44,394)
 Foreign currency exchange gain/(loss), net  37,968 (378) — 37,590 
 Other income/(expense)  (4,705) 747 — (3,958)
   
Income from continuing operations before
provision for income taxes, minority
interest and equity in income of
unconsolidated affiliates  60,369  37,455  (19,469) 78,356  
 Provision for income taxes  (16,691) (9,668) 5,569 (d) (20,790)
   
Income from continuing operations before
minority interests, equity in income of
unconsolidated affiliates  43,678  27,787  (13,899) 57,566  
Minority interest in income of consolidated
subsidiaries  (8,908) (6,087) 10,029 (e) (4,965)
Equity in income of unconsolidated affiliates  8,238 — — 8,238 
   
Net income from continuing operations  43,008  21,701  (3,870) 60,839  
   
Net loss from discontinued operations  (513) —  — (513)
   
Net income  42,495  21,701  (3,870) 60,326  
   
EPS—Basic (Net income from continuing
operations)  1.24     1.62 
EPS—Diluted (Net income from
continuing operations)  1.21     1.58 
EPS—Basic (Net income)  1.23     1.60 
EPS—Diluted (Net income)  1.20     1.57 
Weighted average common shares—Basic  34,664   2,996 (f) 37,660 
Weighted average common
shares—Diluted  35,430   2,996 (f) 38,426 
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Notes to the unaudited condensed pro forma consolidated income statement for the year ended
December 31, 2005

(a) A short-term indebtedness of US$491.7 million was incurred to PPF to complete the TV Nova Initial Acquisition on
May 2, 2005. The unaudited condensed pro forma consolidated income statement used the rates of interest that apply to
the Euro 370 million (US$479.5 million) of fixed and floating rate notes issued on May 5, 2005 rather than the interest
rate on the indebtedness to PPF due to the short-term and non-recurring nature of this indebtedness. The notes were used
to repay the indebtedness to PPF and to pay other costs associated with the TV Nova Initial Acquisition.

Interest adjustments of US$13.4 million reflect:

• Interest charge of Euro 9.9 million (US$12.9 million) on the notes for the period from January 1, 2005 to May 4,
2005, as the audited CME consolidated income statement for the year ended December 31, 2005 already includes
the interest charge on the notes from May 5, 2005 to December 31, 2005. The Euro fixed rate notes of Euro
245 million are due for repayment in 2012 and bear interest at an annual rate of 8.25%. The Euro floating rate notes
of Euro 125 million are due for repayment in 2012 and bear interest at an interest rate of 180 day EURIBOR (which
was 2.17% at May 5, 2005) plus 5.5%. 

• Non-cash amortization of Euro 0.4 million (US$0.5 million) for debt issuance costs for the period from January 1,
2005 to May 4, 2005, as the audited CME consolidated income statement for the year ended December 31, 2005
already includes the non-cash amortization for debt issuance costs from May 5, 2005 to December 31, 2005. The
debt issuance costs on the Euro fixed and floating rate notes of Euro 8.8 million (US$11.5 million) are amortized
over 7 years (84 months). 

(b) The amortization charge of US$5.7 million relates to the amortization charge on our share of the fair value uplift of the
intangible assets subject to amortization recognized on the acquisition of the TV Nova Group for the five months period
to May 31, 2005. This amortization charge also adjusts for the minority interest impact from May 2, 2005 to May 31,
2005 to reflect the Additional Interest Acquisition.

Following the Additional Interest Acquisition on May 27, 2005 and May 31, 2005, the audited CME consolidated income
statement for the year ended December 31, 2005 reflects this amortization charge (at our effective interest of 96.5% in the
intangible assets of CET 21 and our 100% interest in Mag Media 99, a 100% subsidiary of CP 2000) from May 31, 2005 to
December 31, 2005.

The fair value of the intangible assets subject to amortization of the TV Nova Group are listed below:

• CET 21 broadcasting license: CZK 4,099 million (US$183.3 million). 

• Mag Media 99 customer relationships: CZK 285 million (US$12.7 million). 

• Film libraries: CZK 829 million (US$37.1 million).
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Based on the above fair values, we computed our share of the fair value uplift as follows (utilizing our effective interest of
96.5% in the intangible assets of CET 21 and our 100% interest in Mag Media 99, 100% subsidiary entity of CP 2000):

• CET 21 broadcasting license: CZK 3,553 million (US$158.9 million). 

• Mag Media 99 customer relationships: CZK 223 million (US$10.0 million). 

• Film libraries: CZK 26 million (US$1.2 million).

Based on the costs and risks involved in renewal of the license, the license is considered to have a finite life of twelve years.
We have therefore amortized the value of the license over its useful life which ends on the expiry date of January 2017.
Customer relationships are amortized over an estimated useful life of 12.2 years. Film libraries are amortized over an
estimated weighted average useful life of 5.7 years.

The fair value of the TV Nova trademark was CZK 445 million (US$19.9 million). Our share of the fair value uplift of the
TV Nova trademark of CZK 417 million (US$18.6 million) has not been amortized as it has been deemed to have an
indefinite life.

An exchange rate at January 1, 2005 of US$ 1 to CZK 22.365 was used to convert the CZK amount to USD.

(c) The depreciation charge of US$0.3 million relates to the depreciation charge for the five month period to May 31, 2005
on our share of the fair value uplift of the tangible fixed assets recognized on the acquisition of the TV Nova Group.
This depreciation charge also adjusts for the minority interest impact from May 2, 2005 to May 31, 2005 to reflect the
Additional Interest Acquisition.

Following the Additional Interest Acquisition in May 27, 2005 and May 31, 2005, the audited CME consolidated income
statement for the year ended December 31, 2005 reflects this depreciation charge (at our effective interest of 96.5% in the
tangible assets of CET 21 and our 100% interest in Mag Media 99, a 100% subsidiary of CP 2000) from May 31, 2005 to
December 31, 2005.

The fair value of the tangible assets that was subject to fair value uplifts on acquisition of the TV Nova Group are listed
below:

• Software: CZK 45 million (US$2.0 million). 

• Other fixed assets: CZK 334 million (US$14.9 million).

Based on the above fair values, we computed our share of the fair value uplift as follows (utilizing our effective interest of
96.5% in the intangible assets of CET 21 and our 100% interest in Mag Media 99, a 100% subsidiary of CP 2000):

• Software: CZK 33 million (US$1.5 million). 

• Other fixed assets: CZK 68 million (US$3.0 million).

The software tangible asset category is amortized over an estimated weighted average useful life of 4.1 years. The fair value
uplift of other fixed assets recognized on the acquisition of the TV Nova Group are amortized over an estimated weighted
average useful life of 5.5 years.
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An exchange rate at January 1, 2005 of US$ 1 to CZK 22.365 was used to convert the CZK amount to USD.

(d) The provision for income tax benefit adjustment of US$5.6 million represents: 

(i) The tax relief on the intercompany indebtedness of US$3.9 million for the period from January 1, 2005 to May 1,
2005, as the audited CME consolidated income statement for the year ended December 31, 2005 already includes
this tax relief from May 2, 2005 to December 31, 2005.

The TV Nova Acquisition was structured in a manner that resulted in intercompany indebtedness with interest expense
that is deductible against our operating income for income tax purposes.

(ii) Deferred tax benefit on the amortization and depreciation expense on the intangibles and tangibles (outlined in item
(b) and (c) above) of US$1.7 million for the five month period to May 31, 2005 as the audited CME consolidated
income statement for the year ended December 31, 2005 already includes this deferred tax benefit (at our effective
interest of 96.5% in the tangible assets of CET 21 and our 100% interest in Mag Media 99, a 100% subsidiary of
CP 2000) from May 31, 2005 to December 31, 2005. 

(e) The income statement benefit to minority interest in income of consolidated subsidiaries of US$10.0 million represents
the adjustment required to reflect a 3.5% minority interest in the TV Nova Group for the period from January 1, 2005 to
May 31, 2005. This minority interest income adjustment also adjusts for the minority interest impact from May 2, 2005
to May 31, 2005 to reflect the Additional Interest Acquisition. The unaudited TV Nova income statement for the period
ended May 2, 2005 included a minority interest of 26.9%.

Following the Additional Interest Acquisition in May 27, 2005 and May 31, 2005, the audited CME consolidated income
statement for the year ended December 31, 2005 reflects a 3.5% minority interest in the TV Nova Group from May 31, 2005
to December 31, 2005.

(f) The shares used in computing earnings per common share have been adjusted to reflect the 3.5 million shares of our
Class A Common Stock issued to PPF as part of the purchase consideration for the TV Nova Initial Acquisition and the
5.405 million shares of our Class A Common Stock issued in a registered public offering to finance the acquisition of
PPF's remaining 15% ownership interest in the TV Nova Group on May 31, 2005 as if these issuances had occurred on
January 1, 2005.
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2,200,000 Shares

Class A Common Stock

Prospectus
JPMorgan  Lehman Brothers  ING

 
Ceska sporitelna, a.s.

 
Jefferies & Company

 
 

 
ThinkEquity Partners LLC

March    , 2006

You should rely only on the information contained in this prospectus. We have not authorized anyone to provide you
with information different from that contained in this prospectus. We are offering to sell, and seeking offers to buy,
common shares only in jurisdictions where offers and sales are permitted. The information contained in this
prospectus is accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or of
any sale of our common shares.

No action is being taken in any jurisdiction outside the United States to permit a public offering of the common shares
or possession or distribution of this prospectus in that jurisdiction. Persons who come into possession of this
prospectus in jurisdictions outside the United States are required to inform themselves about and to observe any
restrictions as to this offering and the distribution of this prospectus applicable to that jurisdiction.
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Part II 
 

Information not required in prospectus 

Item 14. Other expenses of issuance and distribution.

Expenses to be paid by us in connection with the issuance and distribution of the securities being registered are as follows:

 
Registration Fees  $ 17,969.73 
Legal Fees and Expenses  $ 225,000.00*
Accounting Fees and Expenses  $ 250,000.00*
Printing and Engraving  $ 150,000.00*
Transfer Agent and Registrar Fees  $ 5,000.00*
Miscellaneous  $ 27,030.27*
Total  $ 675,000.00*

 

* Estimated

Item 15. Indemnification of directors and officers.

Under Bermuda law and our bye-laws, the Directors, Secretary and other officers (such term to include any person appointed
to any committee by the Board) for the time being and each such person who is or was or had agreed to become a Director or
officer of Central European Media Enterprises Ltd. and each such person who is or was serving or who had agreed to serve as
an employee or agent of Central European Media Enterprises Ltd. or as a Director, officer, employee or agent of another
company, corporation, partnership, joint venture, trust or other enterprise in which Central European Media Enterprises Ltd.
is or was engaged acting in relation to any of the affairs of the Company and every auditor for the time being of Central
European Media Enterprises Ltd. and the liquidator or trustees (if any) for the time being acting in relation to any of the
affairs of Central European Media Enterprises Ltd. and every one of them, and their heirs, executors and administrators, are
indemnified and secured harmless out of the assets and profits of Central European Media Enterprises Ltd. from and against
all actions, costs, charges, losses, damages and expenses which they or any of them, their heirs, executors or administrators,
shall or may incur or sustain by or by reason of any act done, purported to be done, concurred in or omitted in or about the
execution of their duty, or supposed duty, or in their respective offices or trusts, or on behalf of Central European Media
Enterprises Ltd. or purportedly on behalf of Central European Media Enterprises Ltd., none of them shall be answerable for
the acts, receipts, neglects or defaults of the others of them or for joining in any receipts for the sake of conformity, or for any
bankers or other persons with whom any moneys or effects belonging to Central European Media Enterprises Ltd. shall or
may be lodged or deposited for safe custody, or for insufficiency or deficiency of any security upon which any moneys of or
belonging to Central European Media Enterprises Ltd shall be placed out on or invested, or for any other loss, misfortune or
damage which may happen in the execution of their respective offices or trusts, or in relation thereto, provided that this
indemnity shall not extend to any matter in respect of any fraud or dishonesty which may attach to any of said persons.
Subject to the provisions of the Companies Act 1981 of Bermuda and without limiting the generality or the effect of the
foregoing, Central European Media Enterprises Ltd may enter into one or more agreements with any
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person which provide for indemnification greater or different than that provided in our Bye-laws.

Each shareholder agrees under our bye-laws to waive and release any claim or right of action such shareholder might have,
whether individually or by or in the right of Central European Media Enterprises Ltd, against any Director or officer on
account of any act done, purported to be done, concurred in or omitted in or about the execution of their duty, or supposed
duty, or in their respective offices or trusts by such Director or officer, or the failure of such Director or officer to take any
action in the performance of his duties with or for the Company, provided that such waiver shall not extend to any matter in
respect of any fraud or dishonesty which may attach to such Director or officer.

The indemnity provided in our bye-laws shall extend, as a matter of contract between each shareholder and each former
Director and officer of the Company and their heirs, executors and administrators, to any act done, purported to be done,
concurred in or omitted in or about the execution of their duty, or supposed duty, or in their respective offices or trusts by the
former Directors and officers of the Company. The waiver of claims or right of action by each shareholder provided shall
extend, as a matter of contract between each shareholder and each former Director and officer of the Company and their heirs,
executors and administrators, to any act done, purported to be done, concurred in or omitted in or about the execution of their
duty, or supposed duty, or in their respective offices or trusts by the former Directors and officers of the Company.

Any repeal or modification of our bye-laws affecting the above provisions shall not adversely affect any right or protection
existing under our bye-laws immediately prior to such repeal or modification.

Item 16. Exhibits and financial statement schedules.

The following exhibits are included in this report:

Exhibit
Number

 
Description

1.1 Form of Underwriting Agreement.
 

4.1
 
 

 
Form of Class A Common Stock certificate(1)

 
4.2

 
 

 
Memorandum of Association(2)

 
4.3

 
 

 
Bye-Laws(3)

 
4.4

 
 

 
Amendments to Bye-Laws(4)

 
5.1

 
 

 
Opinion of Conyers Dill & Pearman regarding the validity of the Class A
Common Stock being registered

 
23.1

 
 

 
Consent of Conyers Dill & Pearman (contained in Exhibit 5.1)

 
23.2

 
 

 
Consent of Deloitte & Touche LLP

 
23.3

 
 

 
Consent of Deloitte Audit s.r.o.

 
23.4

 
 

 
Consent of KPMG Ceska republika, s.r.o.

 

 
 
 
 

 
 

(1) Incorporated herein by reference to Exhibit 4.01 to Amendment No. 1 to our Registration Statement on Form S-1 (file No. 33-80344) filed with the
Commission on August 19, 1994. 

(2) Incorporated herein by reference to Exhibit 3.01 to our Registration Statement on Form S-1 (file No. 33-80344) filed with the Commission on June 19,
1994. 

(3) Incorporated by reference to Exhibit 3.02 to our Annual Report on Form 10-K for the fiscal year ended December 31, 2000. 

(4) Incorporated by reference to Exhibits A, B and C to our definitive Proxy Statement dated and filed with the Commission on April 18, 2002.
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Item 17. Undertakings.

The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement: 

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933; 

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in this registration statement. Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which
was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the
changes in volume and price represent no more than 20 percent change in the maximum aggregate offering price
set forth in the "Calculation of Registration Fee" table in the effective registration statement; and 

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement;

provided, however, that paragraphs (i), (ii) and (iii) above do not apply if the information required to be included in a
post-effective amendment by those clauses is contained in reports filed with or furnished to the Securities and Exchange
Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are
incorporated by reference in this registration statement, or is contained in a form of prospectus filed pursuant to
Rule 424(b) that is part of this registration statement.

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof. 

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering. 

(4) That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the
initial distribution of the securities, the undersigned registrant undertakes that in a primary offering of securities of the
undersigned registrant pursuant to this registration statement, regardless of the underwriting method used to sell the
securities to the purchaser, if the securities are offered or sold to such purchaser by means of any of the following
communications, the undersigned registrant will be a seller to the purchaser and will be considered to offer or sell such
securities to such purchaser: 

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;
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(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used
or referred to by the undersigned registrant; 

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and 

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933,
each filing of the registrant's annual report pursuant to section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and,
where applicable, each filing of an employee benefit plan's annual report pursuant to Section 15(d) of the Securities Exchange
Act of 1934) that is incorporated by reference in the registration statement shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona
fide offering thereof.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act of 1933, the information omitted from the form of
prospectus filed as part of this registration statement in reliance upon Rule 430A and contained in a form of prospectus
filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h) under the Securities Act of 1933 shall be deemed to be
part of this registration statement as of the time it was declared effective. 

(2) For the purpose of determining any liability under the Securities Act of 1933, each post-effective amendment that
contains a form of prospectus shall be deemed to be a new registration statement relating to the securities offered therein,
and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.
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Signatures 

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable grounds
to believe that it meets all of the requirements for filing on Form S-3 and it has duly caused this Registration Statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of New York, New York on this 15th day of
March 2006.

  CENTRAL EUROPEAN MEDIA ENTERPRISES LTD.
 
 

 
 

 
By:

 
/s/   MICHAEL GARIN       

Michael Garin
Chief Executive Officer

Power of attorney 

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints
Michael Garin, Wallace Macmillan, Daniel Penn and Ana Sallavuard, and each or any of them, his true and lawful
attorney-in-fact and agent, each acting alone, with full power of substitution and resubstitution, for him and in his name,
place, and stead, in any and all capacities, to sign any or all amendments (including post-effective amendments and any
subsequent Registration Statement filed pursuant to Rule 462(b) under the Securities Act) to this Registration Statement, and
to file the same, with all the exhibits thereto, and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys-in-fact and agents, each acting alone, full power and authority to do and perform
each and every act and thing requisite or necessary to be done in and about the premises as fully, to all intents and purposes,
as he might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, each acting
alone, or his substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the
following persons in the capacities and on the dates indicated.

SIGNATURE  TITLE  DATE

 
 

 
 

 
 

 
 

 
 

/s/   MICHAEL GARIN       

Michael Garin

 Chief Executive Officer and Director  March 15, 2006

 
/s/   WALLACE MACMILLAN       

Wallace Macmillan

 
 

 
Vice President-Finance, Chief Financial
and Accounting Officer

 
 

 
March 15, 2006
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/s/   CHARLES R. FRANK, JR.       

Charles R. Frank, Jr.
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   HERBERT A. GRANATH       

Herbert A. Granath
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   HERBERT KLOIBER       

Herbert Kloiber
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   ALFRED W. LANGER       

Alfred W. Langer
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   RONALD S. LAUDER       

Ronald S. Lauder

 
 

 
Non-Executive Chairman of the Board of
Directors

 
 

 
March 15, 2006

 
/s/   BRUCE MAGGIN       

Bruce Maggin
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   ANN MATHER       

Ann Mather
 
 

 
Director

 
 

 
March 15, 2006

 
/s/   ERIC ZINTERHOFER       

Eric Zinterhofer
 
 

 
Director

 
 

 
March 15, 2006
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Exhibit 1.1
 

Central European Media Enterprises Ltd.
 

2,200,000 Shares of Class A Common Stock
 

Underwriting Agreement
 

March [ • ] , 2006
 

J.P. Morgan Securities Ltd.
125 London Wall
London EC2Y 5AJ
 
Lehman Brothers Inc.
745 Seventh Avenue
New York, NY 10019
 
ING Bank N.V. London Branch
60 London Wall
London, EC2M 5TQ
 
Céska sporitelna, a.s.
Olbrachtova 1929/62
140 00
Prague 4
 
Ladies and Gentlemen:
 

Central European Media Enterprises Ltd. a Company organized under the laws of Bermuda (the “Company”),
proposes to issue and sell to the several Underwriters listed in Schedule 1 hereto (the “Underwriters”), for whom you are
acting as representatives (the “Representatives”), an aggregate of 2,200,000 shares of Class A Common Stock, par value
$0.08 per share, of the Company (the “Underwritten Shares”) and, at the option of the Underwriters, up to an additional
330,000 shares of Class A Common Stock of the Company (the “Option Shares”). The Underwritten Shares and the Option
Shares are herein referred to as the “Shares”. The shares of Class A Common Stock of the Company to be outstanding after
giving effect to the sale of the Shares are herein referred to as the “Stock”.

 
The Company hereby confirms its agreement with the several Underwriters concerning the purchase and sale of the

Shares, as follows:
 
1.                                        Registration Statement . The Company has prepared and filed with the Securities and Exchange

Commission (the “Commission”) under the Securities Act of 1933, as amended, and the rules and regulations of the
Commission thereunder (collectively, the “Securities Act”), a registration statement (File No. [ • ] ) including a prospectus,
relating to the Shares. Such registration statement, as amended at the time it becomes effective, including the information, if
any, deemed pursuant to Rule 430A, 430B or 430C under the Securities Act to be part of the registration statement at the time
of its effectiveness (“Rule 430 Information”), is referred to herein as the “Registration Statement”; and as used herein, the
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term “Preliminary Prospectus” means each prospectus included in such registration statement (and any amendments thereto)
before it becomes effective, any prospectus filed with the Commission pursuant to Rule 424(a) under the Securities Act and
the prospectus included in the Registration Statement at the time of its effectiveness that omits Rule 430 Information, and the
term “Prospectus” means the prospectus in the form first used (or made available upon request of purchasers pursuant to Rule
173 under the Securities Act) in connection with confirmation of sales of the Shares. If the Company has filed an abbreviated
registration statement pursuant to Rule 462(b) under the Securities Act (the “Rule 462 Registration Statement”), then any
reference herein to the term “Registration Statement” shall be deemed to include such Rule 462 Registration Statement. Any
reference in this Agreement to the Registration Statement, any Preliminary Prospectus or the Prospectus shall be deemed to
refer to and include the documents incorporated by reference therein pursuant to Item 12 of Form S-3 under the Securities
Act, as of the effective date of the Registration Statement or the date of such Preliminary Prospectus or the Prospectus, as the
case may be and any reference to “amend”, “amendment” or “supplement” with respect to the Registration Statement, any
Preliminary Prospectus or the Prospectus shall be deemed to refer to and include any documents filed after such date under
the Securities Exchange Act of 1934, as amended, and the rules and regulations of the Commission thereunder (collectively,
the “Exchange Act”) that are deemed to be incorporated by reference therein. Capitalized terms used but not defined herein
shall have the meanings given to such terms in the Registration Statement and the Prospectus.

 
The Company has prepared and obtained the approval by the Czech Securities Commission (the “Czech

Commission”) of a prospectus relating to the offering of the Shares (the “Czech Prospectus”), pursuant to Act No. 256/2004
Coll. on Conducting Business on the Capital Markets, as amended.

 
At or prior to the time when sales of the Shares were first made (the “Time of Sale”), the Company had

prepared the following information (collectively [with the number of shares and share price set forth on Annex B] the “Time
of Sale Information”): a Preliminary Prospectus dated March [15], 2006, and each “free-writing prospectus” (as defined
pursuant to Rule 405 under the Securities Act) listed on Annex B hereto.

 
2.                                        Purchase of the Shares by the Underwriters .  The Company agrees to issue and sell the Shares to the

several Underwriters as provided in this Agreement, and each Underwriter, on the basis of the representations, warranties and
agreements set forth herein and subject to the conditions set forth herein, agrees, severally and not jointly, to purchase from
the Company the respective number of Underwritten Shares set forth opposite such Underwriter’s name in Schedule 1 hereto
at a price per share the “Purchase Price” of $ [ • ] .

 
In addition, the Company agrees to issue and sell the Option Shares to the several Underwriters as provided in this

Agreement, and the Underwriters, on the basis of the representations, warranties and agreements set forth herein and subject
to the conditions set forth herein, shall have the option to purchase, severally and not jointly, from the Company the Option
Shares at the Purchase Price.

 
If any Option Shares are to be purchased, the number of Option Shares to be purchased by each Underwriter shall be

the number of Option Shares which bears the same ratio to the aggregate number of Option Shares being purchased as the
number of Underwritten Shares set forth opposite the name of such Underwriter in Schedule 1 hereto (or such number
increased as set forth in Section 9 hereof) bears to the aggregate number of

 
2
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Underwritten Shares being purchased from the Company by the several Underwriters, subject, however, to such adjustments
to eliminate any fractional Shares as the Representatives in their sole discretion shall make.

 
The Underwriters may exercise the option to purchase the Option Shares at any time in whole, or from time to time

in part, on or before the thirtieth day following the date of this Agreement, by written notice from the Representatives to the
Company. Such notice shall set forth the aggregate number of Option Shares as to which the option is being exercised and the
date and time when the Option Shares are to be delivered and paid for which may be the same date and time as the Closing
Date (as hereinafter defined) but shall not be earlier than the Closing Date nor later than the tenth full business day (as
hereinafter defined) after the date of such notice (unless such time and date are postponed in accordance with the provisions
of Section 9 hereof). Any such notice shall be given at least two Business Days prior to the date and time of delivery specified
therein.

 
(b)                                  The Company understands that the Underwriters intend to make a public offering of the Shares in the

United States as soon after the effectiveness of this Agreement as in the judgment of the Representatives is advisable, and
initially to offer the Shares on the terms set forth in the Prospectus. The Company acknowledges and agrees that the
Underwriters may offer and sell Shares to or through any affiliate of an Underwriter and that any such affiliate may offer and
sell Shares purchased by it to or through any Underwriter.

 
(c)                                   Payment for the Shares shall be made by wire transfer in immediately available funds to the account

specified by the Company to the Representatives in the case of the Underwritten Shares, at the offices of Simpson Thacher &
Bartlett LLP no later than [ • ] New York City time on [ • ] , 2006, or at such other time or place on the same or such other
date, not later than the [ • ] business day thereafter, as the Representatives and the Company may agree upon in writing or, in
the case of the Option Shares, on the date and at the time and place specified by the Representatives in the written notice of
the Underwriters’ election to purchase such Option Shares. The time and date of such payment for the Underwritten Shares is
referred to herein as the “Closing Date” and the time and date for such payment for the Option Shares, if other than the
Closing Date, are herein referred to as the “Additional Closing Date”.

 
Payment for the Shares to be purchased on the Closing Date or the Additional Closing Date, as the case may be,

shall be made against delivery to the Representatives for the respective accounts of the several Underwriters of the Shares to
be purchased on such date in definitive form registered in such names and in such denominations as the Representatives shall
request in writing not later than two full business days prior to the Closing Date or the Additional Closing Date, as the case
may be, with any transfer taxes payable in connection with the sale of the Shares duly paid by the Company. The certificates
for the Shares will be made available for inspection and packaging by the Representatives at the office of J.P. Morgan
Securities Ltd. set forth above not later than 1:00 P.M., New York City time, on the business day prior to the Closing Date or
the Additional Closing Date, as the case may be.

 
(d) The Company acknowledges and agrees that the Underwriters are acting solely in the capacity of an arm’s length

contractual counterparty to the Company with respect to the offering of Shares contemplated hereby (including in connection
with determining the terms of the offering) and not as a financial advisor or a fiduciary to, or an agent of, the Company or any
other person. Additionally, neither the Representatives nor any other Underwriter is advising the Company or any other
person as to any legal, tax, investment, accounting or

 
3
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regulatory matters in any jurisdiction. The Company shall consult with its own advisors concerning such matters and shall be
responsible for making its own independent investigation and appraisal of the transactions contemplated hereby, and the
Underwriters shall have no responsibility or liability to the Company with respect thereto. Any review by the Underwriters of
the Company, the transactions contemplated hereby or other matters relating to such transactions will be performed solely for
the benefit of the Underwriters and shall not be on behalf of the Company.

 
3.                                        Representations and Warranties of the Company . The Company represents and warrants to each

Underwriter that:
 
(a)                                   Preliminary Prospectus . No order preventing or suspending the use of any Preliminary Prospectus has

been issued by the Commission, and each Preliminary Prospectus, at the time of filing thereof, complied in all material
respects with the Securities Act and did not contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary in order to make the statements therein, in the light of the circumstances under
which they were made, not misleading; provided that the Company makes no representation and warranty with respect to any
statements or omissions made in reliance upon and in conformity with information relating to any Underwriter furnished to
the Company in writing by such Underwriter through the Representatives expressly for use in any Preliminary Prospectus.

 
(b)                                  Time of Sale Information . The Time of Sale Information, at the Time of Sale did not, and at the Closing

Date and as of the Additional Closing Date, as the case may be, will not, contain any untrue statement of a material fact or
omit to state a material fact necessary in order to make the statements therein, in the light of the circumstances under which
they were made, not misleading; provided that the Company makes no representation and warranty with respect to any
statements or omissions made in reliance upon and in conformity with information relating to any Underwriter furnished to
the Company in writing by such Underwriter through the Representatives expressly for use in such Time of Sale Information.
No statement of material fact included in the Prospectus has been omitted from the Time of Sale Information and no
statement of material fact included in the Time of Sale Information that is required to be included in the Prospectus has been
omitted therefrom.

 
(c)                                   Issuer Free Writing Prospectus. Other than the Preliminary Prospectus and the Prospectus, the Company

(including its agents and representatives, other than the Underwriters in their capacity as such) has not made, used, prepared,
authorized, approved or referred to and will not prepare, make, use, authorize, approve or refer to any “written
communication” (as defined in Rule 405 under the Securities Act) that constitutes an offer to sell or solicitation of an offer to
buy the Shares (each such communication by the Company or its agents and representatives (other than a communication
referred to in clause (i) below) an “Issuer Free Writing Prospectus”) other than (i) any document not constituting a prospectus
pursuant to Section 2(a)(10)(a) of the Securities Act or Rule 134 under the Securities Act or (ii) the documents listed on
Annex B hereto and other written communications approved in writing in advance by the Representatives. Each such Issuer
Free Writing Prospectus complied in all material respects with the Securities Act, has been filed in accordance with the
Securities Act (to the extent required thereby) and, when taken together with the Preliminary Prospectus accompanying, or
delivered prior to delivery of, such Issuer Free Writing Prospectus, did not, and at the Closing Date and as of the Additional
Closing Date, as the case may be, will not, contain any untrue statement of a material fact or omit to state a material fact
necessary in order to make the statements therein, in the light of
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the circumstances under which they were made, not misleading; provided that the Company makes no representation and
warranty with respect to any statements or omissions made in each such Issuer Free Writing Prospectus in reliance upon and
in conformity with information relating to any Underwriter furnished to the Company in writing by such Underwriter through
the Representatives expressly for use in any Issuer Free Writing Prospectus.

 
(d)                                  Registration Statement and Prospectus . The Registration Statement is an “automatic effective registration

statement” as defined under Rule 405 of the Securities Act that has been filed with the Commission on March [15], 2006; and
no notice of objection of the Commission to the use of such registration statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Securities Act has been received by the Company. No order suspending the
effectiveness of the Registration Statement has been issued by the Commission and no proceeding for that purpose has been
initiated or threatened by the Commission; as of the applicable effective date of the Registration Statement and any
amendment thereto, the Registration Statement complied and any amendment thereto will comply in all material respects with
the Securities Act, and the Registration Statement did not and any amendment thereto will not contain any untrue statement of
a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements therein
not misleading; and as of the applicable filing date of the Prospectus and any amendment or supplement thereto and as of the
Closing Date and as of the Additional Closing Date, as the case may be, the Prospectus will not contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not misleading; provided that the Company makes no
representation and warranty with respect to any statements or omissions made in reliance upon and in conformity with
information relating to any Underwriter furnished to the Company in writing by such Underwriter through the
Representatives expressly for use in the Registration Statement and the Prospectus and any amendment or supplement
thereto.

 
(e)                                   Incorporated Documents . The documents incorporated by reference in the Registration Statement, the

Prospectus or the Time of Sale Information, when they became effective or were filed with the Commission, as the case may
be, conformed in all material respects to the requirements of the Securities Act or the Exchange Act of 1934, as amended, and
the rules and regulation of the Commission thereunder (collectively, the “Exchange Act”), as applicable, and none of such
documents contained any untrue statement of a material fact or omitted to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading; and
any further documents so filed and incorporated by reference in the Registration Statement, the Prospectus or the Time of
Sale Information, when such documents become effective or are filed with the Commission, as the case may be, will conform
in all material respects to the requirements of the Act or the Exchange Act, as applicable, and will not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements
therein, in the light of the circumstances under which they were made, not misleading.

 
(f)                                     Financial Statements . The financial statements and the related notes thereto of the Company and its

consolidated subsidiaries included or incorporated by reference in the Registration Statement, the Time of Sale Information
and the Prospectus comply in all material respects with the applicable requirements of the Securities Act and the Exchange
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Act, as applicable, and present fairly the financial position of the Company and its subsidiaries as of the dates indicated and
the results of their operations and the changes in their cash flows for the periods specified; such financial statements have
been prepared in conformity with generally accepted accounting principles applied on a consistent basis throughout the
periods covered thereby, and the supporting schedules included or incorporated by reference in the Registration Statement
present fairly the information required to be stated therein; and the other financial information included or incorporated by
reference in the Registration Statement, the Time of Sale Information and the Prospectus have been derived from the
accounting records of the Company and its subsidiaries and presents fairly the information shown thereby; and the pro forma
financial information and the related notes thereto included or incorporated by reference in the Registration Statement, the
Time of Sale Information and the Prospectus have been prepared in accordance with the applicable requirements of the
Securities Act and the Exchange Act, as applicable, and the assumptions underlying such pro forma financial information are
reasonable and are set forth in the Registration Statement, the Time of Sale Information and the Prospectus.

 
(g)                                  No Material Adverse Change . Since the date of the most recent financial statements of the Company

included or incorporated by reference in the Registration Statement, the Time of Sale Information and the Prospectus, (i)
there has not been any change in the capital stock or long-term debt of the Company or any of its subsidiaries, or any
dividend or distribution of any kind declared, set aside for payment, paid or made by the Company on any class of capital
stock, or any material adverse change in the business, properties, financial position, results of operations, shareholders’
equity, cashflows or prospects of the Company and its subsidiaries taken as a whole; (ii) neither the Company nor any of its
subsidiaries has entered into any transaction or agreement that is material to the Company and its subsidiaries taken as a
whole or incurred any liability or obligation, direct or contingent, that is material to the Company and its subsidiaries taken as
a whole and that would be required to be filed as an Exhibit to the Registration Statement; and (iii) neither the Company nor
any of its subsidiaries has sustained any material loss or interference with its business from fire, explosion, flood or other
calamity, whether or not covered by insurance, or from any labor disturbance or dispute or any action, order or decree of any
court or arbitrator or governmental or regulatory authority, except in each case as otherwise disclosed in the Registration
Statement, the Time of Sale Information and the Prospectus.

 
(h)                                  Organization and Good Standing . The Company and each of its subsidiaries have been duly organized and

are validly existing and in good standing under the laws of their respective jurisdictions of organization, are duly qualified to
do business, and where applicable, are in good standing in each jurisdiction in which their respective ownership or lease of
property or the conduct of their respective businesses requires such qualification, and have all power and authority necessary
to own or hold their respective properties and to conduct the businesses in which they are engaged, except where the failure to
be so qualified or have such power or authority would not, individually or in the aggregate, have a material adverse effect on
the business, properties, financial position, results of operations, shareholders’ equity, cashflow or prospects of the Company
and its subsidiaries taken as a whole (a “Material Adverse Effect”). None of the Company or any of its subsidiaries is in
bankruptcy, liquidation or receivership or subject to any similar proceeding except as described in the Prospectus. The
Company does not own or control, directly or indirectly, any corporation, association or other entity other than the
subsidiaries listed in Exhibit 21 to the Registration Statement.
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(i)                                      Capitalization . The Company has a capitalization as set forth in the Registration Statement, the Time of

Sale Information and the Prospectus under the heading “Capitalization”;  All of the outstanding shares of capital stock or
other equity interests of the Company have been duly and validly authorized and issued, are fully paid and non-assessable and
are not subject to any pre-emptive or similar rights. Except as otherwise disclosed in the Prospectus all the outstanding shares
of capital stock or other equity interests of each direct and indirect subsidiary of the Company are owned directly or indirectly
by the Company, free and clear of any lien, charge, encumbrance, security interest, restriction on voting or transfer or any
other claim of any third party (except for the share pledges in connection with the offering of the notes by the Company,
which offering will be consummated substantially concurrent with the consummation of the sale of the Underwritten Shares),
except as otherwise disclosed in the Prospectus have been duly and validly authorized and issued, are fully paid and
non-assessable and are not subject to any pre-emptive or similar rights; except as described in or expressly contemplated by
the Time of Sale Information and the Prospectus, there are no outstanding rights (including, without limitation, pre-emptive
rights), warrants or options to acquire, or instruments convertible into or exchangeable for, any shares of capital stock or other
equity interest in the Company or any of its subsidiaries, or any contract, commitment, agreement, understanding or
arrangement of any kind to which the Company or any of its subsidiaries is a party relating to the issuance of any capital
stock of the Company or any such subsidiary, any such convertible or exchangeable securities or any such rights, warrants or
options; the capital stock of the Company conforms in all material respects to the description thereof contained in the
Registration Statement, the Time of Sale Information and the Prospectus; and except as otherwise disclosed in the Prospectus
all the outstanding shares of capital stock or other equity interests of each subsidiary of the Company have been duly and
validly authorized and issued, are fully paid and non-assessable and are owned directly or indirectly by the Company, free
and clear of any lien, charge, encumbrance, security interest, restriction on voting or transfer or any other claim of any third
party.

 
(j)                                      Due Authorization . The Company has full right, power and authority to execute and deliver this

Agreement and any other agreement or instrument entered into in respect of the offering of the Shares (collectively, the
“Transaction Documents”) and to perform its obligations hereunder and thereunder; and all action required to be taken for the
due and proper authorization, execution and delivery of each of the Transaction Documents and the consummation of the
transactions contemplated thereby has been duly and validly taken.

 
(k)                                   Underwriting Agreement . This Agreement has been duly authorized, executed and delivered by the

Company.
 
(l)                                      The Shares . The Shares have been duly authorized by the Company and, when issued and delivered and

paid for as provided herein, will be duly and validly issued and will be fully paid and nonassessable and will conform to the
descriptions thereof in the Time of Sale Information and the Prospectus; and the issuance of the Shares is not subject to any
preemptive or similar rights.

 
(m)                                Descriptions and Fair Summaries of the Transaction Documents . Each Transaction Document conforms

in all material respects to the description thereof contained in the Registration Statement, the Time of Sale Information and
the Prospectus. The descriptions in the Prospectus of statutes, legal, governmental and regulatory proceedings and contracts
and other documents are accurate in all material respects; the statements in the
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Prospectus under the headings “Material Bermuda and United States federal income tax considerations” fairly summarize the
matters therein described in all material respects.

 
(n)                                  No Violation or Default . Neither the Company nor any of its subsidiaries is (i) in violation of its charter or

by-laws or similar organizational documents; (ii) in default, and no event has occurred that, with notice or lapse of time or
both, would constitute such a default, in the due performance or observance of any term, covenant or condition contained in
any indenture, mortgage, deed of trust, loan agreement or other agreement or instrument to which the Company or any of its
subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of the property or assets of
the Company or any of its subsidiaries is subject; or (iii) in violation of any law or statute or any judgment, order, rule or
regulation of any court or arbitrator or governmental or regulatory authority, except, in the case of clauses (ii) and (iii) above,
for any such default or violation that would not, individually or in the aggregate, have a Material Adverse Effect.

 
(o)                                  No Conflicts . The authorization, execution, delivery and performance by the Company of each of the

Transaction Documents to which it is a party, the issuance and sale of the Shares and the consummation of the transactions
contemplated by the Transaction Documents will not (i) conflict with or result in a breach or violation of any of the terms or
provisions of, or constitute a default under, or result in the creation or imposition of any lien, charge or encumbrance upon
any property or assets of the Company or any of its subsidiaries pursuant to, any indenture, mortgage, deed of trust, loan
agreement or other agreement or instrument to which the Company or any of its subsidiaries is a party or by which the
Company or any of its subsidiaries is bound or to which any of the property or assets of the Company or any of its
subsidiaries is subject, (ii) result in any violation of the provisions of the charter or by-laws or similar organizational
documents of the Company or any of its subsidiaries or (iii) result in the violation of any law or statute or any judgment,
order, rule or regulation of any court or arbitrator or governmental or regulatory authority, except, in the case of clauses (i)
and (iii) above, for any such conflict, breach or violation that would not, individually or in the aggregate, have a Material
Adverse Effect.

 
(p)                                  No Consents Required . No consent, approval, authorization, order, registration or qualification of or with

any court or arbitrator or governmental or regulatory authority is required for the execution, delivery and performance by the
Company of each of the Transaction Documents to which each is a party, the issuance and sale of the Shares and the
consummation of the transactions contemplated by the Transaction Documents, except for such consents, approvals,
authorizations, orders and registrations or qualifications as may be required under applicable securities laws in connection
with the purchase and distribution of the Shares by the Underwriters.

 
(q)                                  Legal Proceedings . Except as described in the Registration Statement, the Time of Sale Information and

the Prospectus, there are no legal, governmental or regulatory investigations, actions, suits or proceedings pending to which
the Company or any of its subsidiaries is or may be a party or to which any property of the Company or any of its subsidiaries
is or may be the subject that, individually or in the aggregate, if determined adversely to the Company or any of its
subsidiaries, could reasonably be expected to have a Material Adverse Effect or materially and adversely affect the ability of
the Company to perform its obligations under the Transaction Documents; and to the best knowledge of the Company no
such investigations, actions, suits or proceedings are threatened by any governmental or regulatory authority or by others; and
(i) there are no current or pending legal, governmental or regulatory actions, suits or proceedings that are required under the
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Securities Act to be described in the Prospectus or the Registration Statement that are not so described in the Registration
Statement, the Time of Sale Information and the Prospectus and (ii) there are no statutes, regulations or contracts or other
documents that are required under the Securities Act to be filed as exhibits to the Registration Statement or described in the
Registration Statement or the Prospectus that are not so filed as exhibits to the Registration Statement or described in the
Registration Statement, the Time of Sale Information and the Prospectus.

 
(r)                                     Independent Accountants . Deloitte & Touche LLP, who have certified certain financial statements of the

Company and its subsidiaries with the exception of the companies of the TV Nova Group and KPMG Ceska Republika s.r.o.
who have certified certain financial statements of the TV Nova Group, are each independent public accountants with respect
to the Company and its subsidiaries as required by the Securities Act. The audit report of Deloitte & Touche LLP on the
audited financial statements of the Company and its subsidiaries included in the Registration Statement and the Prospectus
does not contain any limitation or restriction on the ability of the Underwriters to rely upon such report. The report of KPMG
Ceska Republika s.r.o. on the audited financial statements of the TV Nova Group included in the Registration Statement and
the Prospectus does not contain any limitation or restriction on the ability of the Underwriters to rely upon such report.

 
(s)                                   Title to Real and Personal Property . The Company and its subsidiaries have good and marketable title in

fee simple to, or have valid rights to lease or otherwise use, all items of real and personal property that are material to the
respective businesses of the Company and its subsidiaries, in each case free and clear of all liens, encumbrances, claims and
defects and imperfections of title except those that (i) do not materially interfere with the use made and proposed to be made
of such property by the Company and its subsidiaries or (ii) could not reasonably be expected, individually or in the
aggregate, to have a Material Adverse Effect.

 
(t)                                     Title to Intellectual Property . The Company and its subsidiaries own or possess adequate rights to use all

material patents, patent applications, trademarks, service marks, trade names, trademark registrations, service mark
registrations, copyrights, licenses and know-how (including trade secrets and other unpatented and/or unpatentable
proprietary or confidential information, systems or procedures) necessary for the conduct of their respective businesses except
where the failure to possess, or own such rights would not have a Material Adverse Effect; and the conduct of their respective
businesses will not conflict in any material respect with any such rights of others, and the Company and its subsidiaries have
not received any notice of any claim of infringement of or conflict with any such rights of others and are unaware of any facts
which would form a reasonable basis for any such claim, except as to such conduct or infringement which would not have a
Material Adverse Effect.

 
(u)                                  No Undisclosed Relationships . No relationship, direct or indirect, exists between or among the Company

or any of its subsidiaries, on the one hand, and the directors, officers, stockholders or other affiliates of the Company or any
of its subsidiaries, on the other, that is required by the Securities Act to be described in the Registration Statement and the
Prospectus and that is not so described.

 
(v)                                  Investment Company Act . The Company is not and, after giving effect to the offering and sale of the

Shares and the application of the proceeds thereof as described in the Registration Statement, the Time of Sale Information
and the Prospectus, will not be required to register as an “investment company” or an entity “controlled” by an “investment
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company” within the meaning of the Investment Company Act of 1940, as amended, and the rules and regulations of the
Commission thereunder (collectively, “Investment Company Act”).

 
(w)                                Taxes . Except as could not reasonably be expected to have a Material Adverse Effect, the Company and its

subsidiaries have paid all national, state, local regional and foreign taxes and filed all tax returns required to be paid or filed
through the date hereof; and except as otherwise disclosed in the Registration Statement, the Time of Sale Information and
the Prospectus, there is no tax deficiency that has been, or could reasonably be expected to be, asserted against the Company
or any of its subsidiaries or any of their respective properties or assets.

 
(x)                                    Licenses and Permits . The Company and its subsidiaries possess all licenses, certificates, permits and

other authorizations issued by, and have made all declarations and filings with, the appropriate national, federal, regional,
state, local or foreign governmental or regulatory authorities that are necessary for the ownership or lease of their respective
properties or the conduct of their respective businesses as described in the Registration Statement, the Time of Sale
Information and the Prospectus, except where the failure to possess or make the same would not, individually or in the
aggregate, have a Material Adverse Effect; and except as described in the Registration Statement, the Time of Sale
Information and the Prospectus, neither the Company nor any of its subsidiaries has received notice of any revocation or
modification of any such license, certificate, permit or authorization or has any reason to believe that any such license,
certificate, permit or authorization will not be renewed in the ordinary course except where receipt of such notice of any
revocation or modification of any such license, certificate, permit or authorization would not have a Material Adverse Effect.

 
(y)                                  No Labor Disputes . No labor disturbance by or dispute with employees of the Company or any of its

subsidiaries exists or, to the best knowledge of the Company, is threatened which could, individually or in the aggregate, have
a Material Adverse Effect; to the best knowledge of the Company, no labor disturbance by or dispute with employees or
agents of suppliers or customers of the Company or any of its subsidiaries is threatened which could, individually or in the
aggregate, have a Material Adverse Effect.

 
(z)                                    Compliance With Environmental Laws . The Company and its subsidiaries (i) are in compliance with any

and all applicable federal, national and international, state, local and foreign laws, rules, regulations, decisions and orders
relating to the protection of human health and safety, the environment or hazardous or toxic substances or wastes, pollutants
or contaminants (collectively, “Environmental Laws”); (ii) have received and are in compliance with all permits, licenses or
other approvals required of them under applicable Environmental Laws to conduct their respective businesses (collectively
“Environmental Permits”); and (iii) have not received notice of any actual or potential liability for the investigation or
remediation of any disposal or release of hazardous or toxic substances or wastes, pollutants or contaminants, except in any
such case for any such failure to comply, or failure to receive required permits, licenses or approvals, or liability as would
not, individually or in the aggregate, have a Material Adverse Effect and the Company and its subsidiaries are not aware of
any pending investigation which might reasonably be expected to lead to a claim of such liability, except any such liability as
would not, individually or in the aggregate, have a Material Adverse Effect.
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(aa)                             Compliance With Employee Arrangements . Except as would not be reasonably expected to have a Material

Adverse Effect, each benefit and compensation plan, agreement, policy and arrangement that is maintained, administered or
contributed to by the Company or any of its subsidiaries for current or former employees or directors of, or independent
contractors with respect to, the Company or any of its subsidiaries, or with respect to which any of such entities could
reasonably be expected to have any current, future or contingent liability or responsibility, has been maintained in compliance
with its terms and the requirements of any applicable statutes, orders, rules and regulations; the Company and each of its
subsidiaries and each of their respective affiliates have complied with all applicable statutes, orders, rules and regulations in
regard to such plans, agreements, policies and arrangements.

 
(bb)                           Insurance . Except as could not reasonably be expected to have a Material Adverse Effect, the Company

and its subsidiaries have insurance covering their respective properties, operations, personnel and businesses, including
business interruption insurance, which insurance is in amounts and insures against such losses and risks as are adequate to
protect the Company and its subsidiaries and their respective businesses; and except as could not reasonably be expected to
have a Material Adverse Effect, neither the Company nor any of its subsidiaries has (i) received notice from any insurer or
agent of such insurer that capital improvements or other expenditures are required or necessary to be made in order to
continue such insurance or (ii) any reason to believe that it will not be able to renew its existing insurance coverage as and
when such coverage expires or to obtain similar coverage at reasonable cost from similar insurers as may be necessary to
continue its business.

 
(cc)                             No Unlawful Payments . Neither the Company nor any of its subsidiaries nor, to the best knowledge of the

Company, any director, officer, agent, employee or other person associated with or acting on behalf of the Company or any of
its subsidiaries has (i) used any corporate funds for any unlawful contribution, gift, entertainment or other unlawful expense
relating to political activity; (ii) made any direct or indirect unlawful payment to any foreign or domestic government official
or employee from corporate funds; (iii) violated or is in violation of any provision of the Foreign Corrupt Practices Act of
1977 or any applicable law or regulation implementing the OECD convention on Combating Bribery of Foreign Public
Officials in International Business Transactions; or (iv) made any bribe, rebate, payoff, influence payment, kickback or other
unlawful payment.

 
(dd)                           Money Laundering. The operations of the Company and its subsidiaries are and have been conducted at all

times in compliance with applicable financial record keeping and reporting requirements of Bermuda and the European
Union, so far as the Company is aware, and any related or similar statutes, rules, regulations or guidelines, issued,
administered or enforced by any governmental agency (collectively, the “Money Laundering Laws”), and no action, suit or
proceeding by or before any court or governmental agency, authority or body or any arbitrator involving the Company or any
of its subsidiaries with respect to the Money Laundering Laws is pending or, to the best knowledge of the Company,
threatened.

 
(ee)                             No Restrictions on Subsidiaries . Except as would not be reasonably expected to have a Material Adverse

Effect no subsidiary of the Company is currently prohibited, directly or indirectly, under any agreement or other instrument to
which it is a party or is subject, from paying any dividends to the Company, from making any other distribution on such
subsidiary’s capital stock, from repaying to the Company any intercompany loans or
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advances to such subsidiary from the Company or from transferring any of such subsidiary’s properties or assets to the
Company or any other subsidiary of the Company.

 
(ff)                                 No Broker’s Fees . Neither the Company nor any of its subsidiaries is a party to any contract, agreement or

understanding with any person (other than this Agreement, and the engagement letter dated [ March 11, 2005 ] among certain
of the Underwriters and the Company) that would give rise to a valid claim against the Company or any of its subsidiaries or
any Underwriter for a brokerage commission, finder’s fee or like payment in connection with the offering and sale of the
Shares.

 
(gg)                           No Registration Rights . No person has the right to require the Company or any of its subsidiaries to

register any securities for sale under the Securities Act by reason of the filing of the Registration Statement with the
Commission or the issuance and sale of the Shares.

 
(hh)                           No Stabilization . The Company has not taken, directly or indirectly, any action designed to or that could

reasonably be expected to cause or result in any stabilization or manipulation of the price of the Shares.
 
(ii)                                   Business With Cuba . The Company has complied with all provisions of Section 517.075, Florida Statutes

(Chapter 92-198, Laws of Florida) relating to doing business with the Government of Cuba or with any person or affiliate
located in Cuba.

 
(jj)                                   Forward-Looking Statements . No forward-looking statement (within the meaning of Section 27A of the

Securities Act and Section 21E of the Exchange Act) contained in the Registration Statement, the Time of Sale Information
and the Prospectus has been made or reaffirmed without a reasonable basis or has been disclosed other than in good faith. The
statements and financial information (including the assumptions described herein) included in the Registration Statement, the
Time of Sale Information and the Prospectus relating to financial and other projections or incorporated by reference therein
from the Company’s Annual Report on Form 10-K for the year ended December 31, 2005 (under the heading “Management’s
Discussion and Analysis of Financial Condition and Results of Operations – Future Trends”) (the “Projections”) (i) are within
the coverage of the safe harbor for forward looking statements set forth in Section 27A of the Securities Act, Rule 175(b)
under the Securities Act or Rule 3b-6 under the Exchange Act, as applicable, (ii) were made by the Company with a
reasonable basis and in good faith and reflect the Company’s good faith best estimate of the matters described therein, and
(iii) have been prepared in accordance with Item 10 of Regulation S-K under the Securities Act; all assumptions material to
the Projections are set forth in the Registration Statement, the Time of Sale Information and the Prospectus; the assumptions
used in the preparation of the Projections are reasonable; and none of the Company or its subsidiaries are aware of any
business, economic or industry developments inconsistent with the assumptions underlying the Projections.

 
(kk)                             Statistical and Market Data . The industry, statistical and market-related data included in the Registration

Statement, the Time of Sale Information and the Prospectus is based on or derived from sources that the Company and
believes to be reliable and accurate in all material respects.

 
(ll)                                   Sarbanes Oxley Act . I. Except as otherwise disclosed in the Prospectus, the Company and each of its

subsidiaries [other than the Company’s Slovakian and Croatian subsidiaries] (i) make and keep accurate books and records
and (ii) maintain and has
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maintained effective internal control over financial reporting as defined in Rule 13a-15 under the Exchange Act.

 
II. Except as otherwise disclosed in the Prospectus, the Company has established and maintains disclosure controls

and procedures (as such term is defined in Rule 13a-15 under the Exchange Act), and such disclosure controls and procedures
are designed to ensure that the information required to be disclosed by the Company in the reports they file or submit under
the Exchange Act is accumulated and communicated to the management of the Company, including their respective principal
executive officers and principal financial officers, as appropriate, to allow timely decisions regarding required disclosure to
be made;

 
III. Accounting Controls Disclosure . Except as otherwise disclosed in the Prospectus, since the date of the most

recent balance sheet of the Company and its consolidated subsidiaries reviewed or audited by Deloitte & Touche LLP and the
audit committee of the board of directors of the Company, (i) the Company has not identified (A) any significant deficiencies
in the design or operation of internal controls that could adversely affect the ability of the Company and each of its
subsidiaries to record, process, summarize and report financial data, or any material weaknesses in internal controls, other
than those disclosed in the Registration Statement and the Prospectus and (B) any fraud, whether or not material, that
involves management or other employees who have a significant role in the internal controls of the Company and each of its
subsidiaries, and (ii) since that date, there have been no significant changes in internal controls or in other factors that could
significantly affect internal controls, including any corrective actions with regard to significant deficiencies and material
weaknesses.

 
(mm)                       Status under the Securities Act . The Company is not an ineligible issuer and is a well-known seasoned

issuer, in each case as defined under the Securities Act, in each case at the times specified in the Securities Act in connection
with the offering of the Shares. The Company has paid the registration fee for this offering pursuant to Rule 456 (b) (1) under
the Securities Act or will pay such fees within the time period required by such rule (without giving effect to the proviso
therein) and in any event prior to the Closing Date.

 
(nn)                           Czech Prospectus. The Company has obtained the approval of the Czech Prospectus by the Czech

Commission.
 
4.                                        Further Agreements of the Company . The Company covenants and agrees with each Underwriter that:
 
(a)                                   Effectiveness of the Registration Statement . The Company will file the final Prospectus with the

Commission within the time periods specified by Rule 424(b) and Rule 430A, 430B or 430C under the Securities Act, will
file any Issuer Free Writing Prospectus to the extent required by Rule 433 under the Securities Act; and will file promptly all
reports and any definitive proxy or information statements required to be filed by the Company with the Commission
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of the Prospectus and for so long as
the delivery of a prospectus is required in connection with the offering or sale of the Shares; and the Company will furnish
copies of the Prospectus and each Issuer Free Writing Prospectus (to the extent not previously delivered) to the Underwriters,
on the business day next succeeding the date of this Agreement in such quantities as the Representatives may reasonably
request. The Company will pay the registration fees for the offering within the time period required by Rule 456(b)(i) under
the Securities Act prior to the Closing Date.
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(b)                                  Delivery of Copies . The Company will deliver, without charge, (i) to the Representatives, four signed

copies of the Registration Statement as originally filed and each amendment thereto, in each case including all exhibits and
consents filed therewith and documents incorporated by reference therein; and (ii) to each Underwriter (A) a conformed copy
of the Registration Statement as originally filed and each amendment thereto (without exhibits) and (B) during the Prospectus
Delivery Period, as many copies of the Prospectus (including all amendments and supplements thereto and documents
incorporated by reference therein) and each Issuer Free Writing Prospectus as the Representatives may reasonably request. As
used herein, the term “Prospectus Delivery Period” means such period of time after the first date of the public offering of the
Shares as in the opinion of counsel for the Underwriters a prospectus relating to the Shares is required by law to be delivered
(or required to be delivered but for Rule 172 under the Securities Act) in connection with sales of the Shares by any
Underwriter or dealer.

 
(c)                                   Amendments or Supplements, Issuer Free Writing Prospectuses . Before preparing, using, authorizing,

approving, referring to or filing any Issuer Free Writing Prospectus, and before filing any amendment or supplement to the
Registration Statement or the Prospectus, whether before or after the time that the Registration Statement becomes effective,
the Company will furnish to the Representatives and counsel for the Underwriters a copy of the proposed Issuer Free Writing
Prospectus amendment or supplement for review and will not prepare, use, authorize, approve, refer to or file any such Issuer
Free Writing Prospectus or file any such Issuer Free Writing Prospectus or file any such proposed amendment or supplement
to which the Representatives reasonably objects unless such amendment or supplement is required to be made or distributed
by applicable provisions of the U.S. federal securities laws.

 
(d)                                  Notice to the Representatives . The Company will advise the Representatives promptly, and confirm such

advice in writing, (i) when the Registration Statement has become effective; (ii) when any amendment to the Registration
Statement has been filed or becomes effective; (iii) when any supplement to the Prospectus or any Issuer Free Writing
Prospectus or any amendment to the Prospectus has been filed; (iv) of any request by the Commission for any amendment to
the Registration Statement or any amendment or supplement to the Prospectus or the receipt of any comments from the
Commission relating to the Registration Statement or any other request by the Commission for any additional information;
(v) of the issuance by the Commission of any order suspending the effectiveness of the Registration Statement or preventing
or suspending the use of any Preliminary Prospectus or the Prospectus or the initiation or threatening of any proceeding for
that purpose; (vi) of the occurrence of any event within the Prospectus Delivery Period as a result of which the Prospectus,
the Time of Sale Information or any Issuer Free Writing Prospectus as then amended or supplemented would include any
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make
the statements therein, in the light of the circumstances existing when the Prospectus, the Time of Sale Information or any
such Issuer Free Writing Prospectus is delivered to a purchaser, not misleading; (vii) of the receipt by the Company of any
notice of objection of the Commission to the use of the Registration Statement or any post-effective amendment thereto
pursuant to Rule 401(g)(2) under the Securities Act; and (viii) of the receipt by the Company of any notice with respect to any
suspension of the qualification of the Shares for offer and sale in any jurisdiction or the initiation or threatening of any
proceeding for such purpose; and the Company will use its best efforts to prevent the issuance of any such order suspending
the effectiveness of the Registration Statement, preventing or suspending the use of any
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Preliminary Prospectus or the Prospectus or suspending any such qualification of the Shares and, if any such order is issued,
will use its best efforts to obtain as soon as possible the withdrawal thereof.

 
(e)                                   Ongoing Compliance of the Prospectus . (1) If during the Prospectus Delivery Period, as set out in the

Securities Act, (i) any event shall occur or condition shall exist as a result of which the Prospectus as then amended or
supplemented would include an untrue statement of a material fact or omit to state a material fact required to be stated therein
or necessary in order to make the statements therein, in the light of the circumstances existing when the Prospectus is
delivered to a purchaser, not misleading or (ii) it is necessary to amend or supplement the Prospectus to comply with law, the
Company will promptly notify the Underwriters thereof and forthwith prepare and, subject to paragraph (c) above, file with
the Commission and furnish to the Underwriters and to such dealers as the Representatives may designate, such amendments
or supplements to the Prospectus as may be necessary so that the statements in the Prospectus as so amended or supplemented
will not, in the light of the circumstances existing when the Prospectus is delivered to a purchaser, be misleading or so that
the Prospectus will comply with law and (2) if at any time prior to the Closing Date (i) any event shall occur or condition
shall exist as a result of which the Time of Sale Information as then amended or supplemented would include any untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements therein, in the light of
the circumstances, not misleading or (ii) it is necessary to amend or supplement the Time of Sale Information to comply with
law, the Company will immediately notify the Underwriters thereof and forthwith prepare and, subject to paragraph (c)
above, file with the Commission (to the extent required) and furnish to the Underwriters and to such dealers as the
Representatives may designate, such amendments or supplements to the Time of Sale Information as may be necessary so
that the statements in the Time of Sale Information as so amended or supplemented will not, in the light of the circumstances,
be misleading or so that the Time of Sale Information will comply with law.

 
(f)                                     Blue Sky Compliance . The Company will qualify the Shares for offer and sale under the securities or Blue

Sky laws of such jurisdictions as the Representatives shall reasonably request and will continue such qualifications in effect
so long as required for distribution of the Shares provided that the Company shall not be required to (i) qualify as a foreign
corporation or other entity or as a dealer in securities in any such jurisdiction where it would not otherwise be required to so
qualify, (ii) file any general consent to service of process in any such jurisdiction or (iii) subject itself to taxation in any such
jurisdiction if it is not otherwise so subject.

 
(g)                                  Earning Statement . The Company will make generally available to its security holders and the

Representatives as soon as practicable an earning statement that satisfies the provisions of Section 11(a) of the Securities Act
and Rule 158 of the Commission promulgated thereunder covering a period of at least twelve months beginning with the first
fiscal quarter of the Company occurring after the “effective date” (as defined in Rule 158) of the Registration Statement.

 
(h)                                  Clear Market . For a period of 90 days after the date of the initial public offering of the Shares, the

Company will not (i) file or cause to be filed a registration statement, including any amendments, with respect to the
registration of any shares of Class A Common Stock or securities convertible, exercisable or exchangeable into Class A
Common Stock or any other securities of the Company, (ii) offer, pledge, announce the intention to sell, sell, contract to sell,
sell any option or contract to purchase, purchase any option or contract to
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sell, grant any option, right or warrant to purchase or otherwise transfer or dispose of, directly or indirectly, any shares of
Stock or any securities convertible into or exercisable or exchangeable for Stock or (iii) enter into any swap or other
agreement that transfers, in whole or in part, any of the economic consequences of ownership of the Stock, whether any such
transaction described in clause (ii) or (iii) above is to be settled by delivery of Stock or such other securities, in cash or
otherwise, without the prior written consent of the Representatives, other than the Shares to be sold hereunder and any shares
of Stock of the Company issued under the Company’s 1995 Amended Stock Option Plan.

 
(i)                                      Use of Proceeds . The Company will apply the net proceeds from the sale of the Shares as described in the

Registration Statement, the Time of Sale Information and the Prospectus under the heading “Use of Proceeds”.
 
(j)                                      No Stabilization . The Company will not take, directly or indirectly, any action designed to or that could

reasonably be expected to cause or result in any stabilization or manipulation of the price of the Shares.
 
(k)                                   Exchange Listing . The Company will use its best efforts to list for quotation the Shares on the National

Association of Securities Dealers Automated Quotations National Market (the “Nasdaq National Market”) and on the Prague
Stock Exchange.

 
(l)                                      Reports. So long as the Shares are outstanding, the Company will furnish to the Representatives or make

available electronically, as soon as they are available, copies of all reports or other communications (financial or other)
furnished to holders of the Shares, and copies of any reports and financial statements furnished to or filed with the
Commission or any national securities exchange or automatic quotation system.

 
(m)                                Record Retention . The Company will, pursuant to reasonable procedures developed in good faith, retain

copies of each Issuer Free Writing Prospectus that is not filed with the Commission in accordance with Rule 433 under the
Securities Act.

 
5.                                        Certain Agreements of the Underwriters. Each Underwriter hereby represents and agrees that:

 
(a)                                   It has not and will not use, authorize use of, refer to, or participate in the planning for use of, any “free

writing prospectus”, as defined in Rule 405 under the Securities Act (which term includes use of any written information
furnished to the Commission by the Company and not incorporated by reference into the Registration Statement and any
press release issued by the Company) other than (i) a free writing prospectus that, solely as a result of use by such
underwriter, would not trigger an obligation to file such free writing prospectus with the Commission pursuant to Rule 433
(other than a free writing prospectus permitted under Clause (b)), (ii) any Issuer Free Writing Prospectus listed on Annex B or
prepared pursuant to Section 3(c) or Section 4(c) above, or (iii) any free writing prospectus prepared by such underwriter and
approved by the Company in advance in writing (each such free writing prospectus referred to in clauses (i) or (iii), an
“Underwriter Free Writing Prospectus”).

 
(b)                                  It has not and will not, without the prior written consent of the Company, use any free writing prospectus

that contains the final terms of the Shares unless such terms have previously been included in a free writing prospectus filed
with the Commission; provided that Underwriters may use a term sheet substantially in the form of Exhibit B hereto without

 
16



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:31
Created: MAR 15 16:12 2006

User: JGUERRE
File: DISK122:[06NYC0.06NYC2320.EDGAR]EX1-1_2320.CHC Folio: 17Chksum: 380084

Doc # 2Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 17

 
the consent of the Company; provided further that any Underwriter using such term sheet shall notify the Company, and
provide a copy of such term sheet to the Company, prior to, or substantially concurrently with, the first use of such term
sheet.

 
(c)                                   It will, pursuant to reasonable procedures developed in good faith, retain copies of each free writing

prospectus used or referred to by it, in accordance with Rule 433 under the Securities Act.
 
(d)                                  It is not subject to any pending proceeding under Section 8A of the Securities Act with respect to the

offering (and will promptly notify the Company if any such proceeding against it is initiated during the Prospectus Delivery
Period).

 
6.                                        Conditions of Underwriters’ Obligations . The obligation of each Underwriter to purchase the Underwritten

Shares on the Closing Date or the Option Shares on the Additional Closing Date, as the case may be as provided herein is
subject to the performance by the Company of its covenants and other obligations hereunder and to the following additional
conditions:

 
(a)                                   Registration Compliance; No Stop Order . The Registration Statement (or if a post-effective amendment

thereto is required to be filed under the Securities Act, such post-effective amendment) shall have become effective, and the
Representatives shall have received notice thereof, not later than 5:00 P.M., New York City time, on the date hereof; no order
suspending the effectiveness of the Registration Statement shall be in effect, and no proceeding for such purpose, pursuant to
Rule 401(g)(2) shall be pending before or to the Company’s knowledge threatened by the Commission; the Prospectus and
each Issuer Free Writing Prospectus shall have been timely filed with the Commission under the Securities Act (in the case of
an Issuer Free Writing Prospectus, to the extent required by Rule 433 under the Securities Act) and in accordance with
Section 4(a) hereof; and all requests by the Commission for additional information shall have been complied with to the
reasonable satisfaction of the Representatives.

 
(b)                                  Representations and Warranties . The representations and warranties of the Company contained herein

shall be true and correct on the date hereof and on and as of the Closing Date or the Additional Closing Date, as the case may
be; and the statements of the Company and its officers made in any certificates delivered pursuant to this Agreement shall be
true and correct on and as of the Closing Date or the Additional Closing Date, as the case may be and the Company has
complied with all agreements and all conditions to be performed or satisfied on their part hereunder at or prior to the Closing
Date.

 
(c)                                   No Downgrade . Subsequent to the execution and delivery of this Agreement, (i) no downgrading, which

shall include imposing a condition on the Company retaining any rating assigned to the Company, shall have occurred in the
rating accorded to any securities or preferred stock issued or guaranteed by the Company by Moody’s Investor Services, Inc.
(“ Moody’s ”) or Standard & Poors, a part of The McGraw-Hill Companies, Inc. (“S&P”) or any other “internationally
recognized statistical rating organization,” as such term is defined by the Commission for purposes of Rule 436(g)(2) under
the Securities Act and (ii) no such organization shall have publicly announced that it has under surveillance or review, or has
changed its outlook with respect to, its rating of any other debt securities or preferred stock issued or guaranteed by the
Company or any of its subsidiaries (other than an announcement with positive implications of a possible upgrading).
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(d)                                  No Material Adverse Change . Subsequent to the execution and delivery of this Agreement, no event or

condition of a type described in Section 3(e) hereof shall have occurred or shall exist, which event or condition is not
described in the Time of Sale Information (excluding any amendment or supplement thereto) and the Prospectus (excluding
any amendment or supplement thereto) and the effect of which in the sole judgment of the Representatives makes it
impracticable or inadvisable to proceed with the offering, sale or delivery of the Shares on the Closing Date or the Additional
Closing Date, as the case may be, on the terms and in the manner contemplated by this Agreement, the Time of Sale
Information and the Prospectus.

 
(e)                                   Officer’s Certificate . The Representatives shall have received on and as of the Closing Date or the

Additional Closing Date, as the case may be, a certificate of the chief financial officer or chief accounting officer of the
Company and one additional senior executive officer of the Company who is satisfactory to the Representatives (i)
confirming that such officers have carefully reviewed the Registration Statement, the Time of Sale Information and the
Prospectus and, to the best knowledge of such officers, the representations set forth in Sections 3(b) and 3(d) hereof are true
and correct, (ii) confirming that the other representations and warranties of the Company in this Agreement are true and
correct and that the Company has complied with all agreements and satisfied all conditions on its part to be performed or
satisfied hereunder at or prior to such Closing Date and (iii) to the effect set forth in paragraphs (a), (c) and (d) above.

 
(f)                                     Comfort Letters . On the date of this Agreement and on the Closing Date or the Additional Closing Date, as

the case may be, Deloitte & Touche LLP shall have furnished to the Representatives, at the request of the Company, letters,
dated the respective dates of delivery thereof and addressed to the Underwriters, in form and substance reasonably
satisfactory to the Representatives, containing statements and information of the type customarily included in accountants’
“comfort letters” to underwriters with respect to the financial statements and certain financial information contained or
incorporated by reference in the Registration Statement, the Time of Sale Information and the Prospectus; provided, that the
letter delivered on the Closing Date or the Additional Closing Date, as the case may be shall use a “cut-off” date no more than
three business days prior to such Closing Date or such Additional Closing Date, as the case may be.

 
(g)                                  Opinion of Counsel for the Company . Each of Katten Muchin Rosenman LLP, U.S. counsel for the

Company, Conyers Dill & Pearman, Bermuda counsel for the Company, and Daniel Penn, Esq., general counsel to the
Company, shall have furnished to the Representatives, at the request of the Company, their written opinion, dated the Closing
Date or the Additional Closing Date, as the case may be, and addressed to the Underwriters, in form and substance reasonably
satisfactory to the Representatives. Such opinions of counsel shall not contain any statement purporting to limit the liability of
such counsel with respect to such opinion or specify that any such liability must be adjudicated by a court in the jurisdiction
of such counsel or, to the extent that the laws of the jurisdiction of such counsel provide for any limitation or forum of
adjudication, such opinion shall expressly waive such provisions to the fullest extent permitted by applicable law.

 
(h)                                  Opinion of Counsel for the Underwriters . The Representatives shall have received on and as of the Closing

Date or the Additional Closing Date, as the case may be, an opinion of Simpson Thacher & Bartlett LLP, counsel for the
Underwriters, with respect to such matters as the Representatives may reasonably request, and such counsel shall have
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received such documents and information as they may reasonably request to enable them to pass upon such matters.

 
(i)                                      No Legal Impediment to Issuance . No action shall have been taken and no statute, rule, regulation or order

shall have been enacted, adopted or issued by any federal, state or foreign governmental or regulatory authority that would, as
of the Closing Date or the Additional Closing Date, as the case may be, prevent the issuance or sale of the Shares; and no
injunction or order of any federal, state or foreign court shall have been issued that would, as of the Closing Date or the
Additional Closing Date, as the case may be, prevent the issuance or sale of the Shares.

 
(j)                                      Good Standing . The Representatives shall have received on and as of the Closing Date or the Additional

Closing Date, as the case may be, satisfactory evidence of, where applicable, the good standing of the Company and its
subsidiaries listed in Schedule 2 to this Agreement in their respective jurisdictions of organization and their good standing as
foreign entities in such other jurisdictions as the Representatives may reasonably request, in each case in writing or any
standard form of telecommunication from the appropriate Governmental Authorities of such jurisdictions.

 
(k)                                   Exchange Listing . The Shares to be delivered on the Closing Date or Additional Closing Date, as the case

may be, shall have been approved for listing on NASDAQ and on the Prague Stock Exchange.
 
(l)                                      Lock-up Agreements . The “lock-up” agreements, each substantially in the form of Exhibit A hereto,

between you and certain shareholders, officers and directors of the Company relating to sales and certain other dispositions of
shares of Stock or certain other securities, delivered to you on or before the Closing Date, shall be full force and effect on the
Closing Date or Additional Closing Date, as the case may be.

 
(m)                                Transaction Documents . On the Closing Date, the Transaction Documents (in the form reasonably

satisfactory to the Representatives) shall have been duly and validly executed and delivered by the Company.
 
(n)                                  Additional Documents . On or prior to the Closing Date or the Additional Closing Date, as the case may be,

the Company shall have furnished to the Representatives such further certificates and documents as the Representatives may
reasonably request.

 
All opinions, letters, certificates and evidence mentioned above or elsewhere in this Agreement shall be deemed to

be in compliance with the provisions hereof only if they are in form and substance reasonably satisfactory to counsel for the
Underwriters.

 
7.                                        Indemnification and Contribution . (a)  Indemnification of the Underwriters . The Company agrees to

indemnify and hold harmless each Underwriter, its affiliates, directors and officers and each person, if any, who controls such
Underwriter within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act, from and against any
and all losses, claims, damages and liabilities (including, without limitation, legal fees and other expenses incurred in
connection with any suit, action or proceeding or any claim asserted, as such fees and expenses are incurred), joint or several,
that arise out of, or are based upon any untrue statement or alleged untrue statement of a material fact contained in the
Registration Statement or the Prospectus (or any amendment or supplement thereto) or any Preliminary Prospectus, Issuer
Free Writing Prospectus or Time of Sale Information, any
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“road show” (as defined in Rule 433) not constituting an Issuer Free Writing Prospectus (a “Non-Prospectus Road Show”) or
caused by any omission or alleged omission to state therein a material fact required to be stated therein or necessary in order
to make the statements therein, in light of the circumstances under which they were made, not misleading, except insofar as
such losses, claims, damages or liabilities arise out of, or are based upon, any untrue statement or omission or alleged untrue
statement or omission made in reliance upon and in conformity with any information relating to any Underwriter furnished to
the Company in writing by such Underwriter through the Representatives expressly for use therein, it being understood and
agreed that the only such information furnished by any Underwriter consists of the information described as such in
subsection (b) below.

 
(b)                                  Indemnification of the Company . Each Underwriter agrees, severally and not jointly, to indemnify and hold

harmless the Company, its directors, its officers who signed the Registration Statement and each person, if any, who controls
the Company within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act to the same extent as
the indemnity set forth in paragraph (a) above, but only with respect to any losses, claims, damages or liabilities that arise out
of, or are based upon, any untrue statement or omission or alleged untrue statement or omission made in reliance upon and in
conformity with any information relating to such Underwriter furnished to the Company in writing by such Underwriter
through the Representatives expressly for use in the Registration Statement, the Prospectus (or any amendment or supplement
thereto), any Issuer Free Writing Prospectus or any Time of Sale Information, it being understood and agreed upon that the
only such information furnished by any Underwriter consists of the following information in the Prospectus furnished on
behalf of each Underwriter: the statements set forth in the [ • ] paragraphs under the heading “Underwriting”.

 
(c)                                   Notice and Procedures . If any suit, action, proceeding (including any governmental or regulatory

investigation), claim or demand shall be brought or asserted against any person in respect of which indemnification may be
sought pursuant to either paragraph (a) or (b) above, such person (the “Indemnified Person”) shall promptly notify the person
against whom such indemnification may be sought (the “Indemnifying Person”) in writing; provided that the failure to notify
the Indemnifying Person shall not relieve it from any liability that it may have under this Section 6 except to the extent that it
has been materially prejudiced (through the forfeiture of substantive rights or defenses) by such failure; and provided, further,
that the failure to notify the Indemnifying Person shall not relieve it from any liability that it may have to an Indemnified
Person otherwise than under this Section 6. If any such proceeding shall be brought or asserted against an Indemnified Person
and it shall have notified the Indemnifying Person thereof, the Indemnifying Person shall be entitled to participate in, and
assume the defense of, such proceeding with counsel reasonably satisfactory to the Indemnified Person and shall pay the fees
and expenses of such counsel related to such proceeding, as incurred. In any such proceeding, any Indemnified Person shall
have the right to retain its own counsel, but the fees and expenses of such counsel shall be at the expense of such Indemnified
Person unless (i) the Indemnifying Person and the Indemnified Person shall have mutually agreed to the contrary; (ii) the
Indemnifying Person has failed within a reasonable time to retain counsel reasonably satisfactory to the Indemnified Person;
(iii) the Indemnified Person shall have reasonably concluded that there may be legal defenses available to it that are different
from or in addition to those available to the Indemnifying Person; or (iv) the named parties in any such proceeding (including
any impleaded parties) include both the Indemnifying Person and the Indemnified Person and representation of both parties
by the same counsel would be
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inappropriate due to actual or potential differing interests between them. It is understood and agreed that the Indemnifying
Person shall not, in connection with any proceeding or related proceeding in the same jurisdiction, be liable for the fees and
expenses of more than one separate firm (in addition to any local counsel) for all Indemnified Persons, and that all such fees
and expenses shall be paid or reimbursed as they are incurred provided that the Indemnifying Person shall be reimbursed for
such fees and expenses if such Indemnified Person is not found liable by final non-appealable judgment and the Indemnified
Person has actually received reimbursement for such fees and expenses from a third party. Any such separate firm for any
Underwriter, its affiliates, directors and officers and any control persons of such Underwriter shall be designated in writing by
J.P. Morgan Securities Ltd. and any such separate firm for the Company, its directors, its officers who signed the Registration
Statement and any control persons of the Company shall be designated in writing by the Company. The Indemnifying Person
shall not be liable for any settlement of any proceeding effected without its written consent. Notwithstanding the foregoing
sentence, if at any time an Indemnified Person shall have requested that an Indemnifying Person reimburse the Indemnified
Person for fees and expenses of counsel as contemplated by this paragraph, the Indemnifying Person shall be liable for any
settlement of any proceeding effected without its written consent if (i) such settlement is entered into more than 30 days after
receipt by the Indemnifying Person of such request and (ii) the Indemnifying Person shall not have reimbursed the
Indemnified Person in accordance with such request prior to the date of such settlement. No Indemnifying Person shall,
without the written consent of the Indemnified Person, effect any settlement of any pending or threatened proceeding in
respect of which any Indemnified Person is or has been a party and indemnification has been sought hereunder by such
Indemnified Person, unless such settlement (x) includes an unconditional release of such Indemnified Person, in form and
substance reasonably satisfactory to such Indemnified Person, from all liability on claims that are the subject matter of such
proceeding and (y) does not include any statement as to or any admission of fault, culpability or a failure to act by or on
behalf of any Indemnified Person.

 
(d)                                  Contribution . If the indemnification provided for in paragraphs (a) and (b) above is unavailable to an

Indemnified Person or insufficient in respect of any losses, claims, damages or liabilities referred to therein, then each
Indemnifying Person under such paragraph, in lieu of indemnifying such Indemnified Person thereunder, shall contribute to
the amount paid or payable by such Indemnified Person as a result of such losses, claims, damages or liabilities (i) in such
proportion as is appropriate to reflect the relative benefits received by the Company on the one hand and the Underwriters on
the other from the offering of the Shares or (ii) if the allocation provided by clause (i) is not permitted by applicable law, in
such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) but also the relative fault of
the Company on the one hand and the Underwriters on the other in connection with the statements or omissions that resulted
in such losses, claims, damages or liabilities, as well as any other relevant equitable considerations. The relative benefits
received by the Company on the one hand and the Underwriters on the other shall be deemed to be in the same respective
proportions as the net proceeds (before deducting expenses) received by the Company from the sale of the Shares and the
total underwriting discounts and commissions received by the Underwriters in connection therewith, in each case as set forth
in the table on the cover of the Prospectus, bear to the aggregate offering price of the Shares. The relative fault of the
Company on the one hand and the Underwriters on the other shall be determined by reference to, among other things, whether
the untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact relates to
information supplied by the Company or by the
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Underwriters and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such
statement or omission.

 
(e)                                   Limitation on Liability . The Company and the Underwriters agree that it would not be just and equitable if

contribution pursuant to this Section 6 were determined by pro rata allocation (even if the Underwriters were treated as one
entity for such purpose) or by any other method of allocation that does not take account of the equitable considerations
referred to in paragraph (d) above. The amount paid or payable by an Indemnified Person as a result of the losses, claims,
damages and liabilities referred to in paragraph (d) above shall be deemed to include, subject to the limitations set forth
above, any legal or other expenses incurred by such Indemnified Person in connection with any such action or claim.
Notwithstanding the provisions of this Section 6, in no event shall an Underwriter be required to contribute any amount in
excess of the amount by which the total underwriting discounts and commissions received by such Underwriter with respect
to the offering of the Shares exceeds the amount of any damages that such Underwriter has otherwise been required to pay by
reason of such untrue or alleged untrue statement or omission or alleged omission. No person guilty of fraudulent
misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any person
who was not guilty of such fraudulent misrepresentation. The Underwriters’ obligations to contribute pursuant to this Section
6 are several in proportion to their respective purchase obligations hereunder and not joint.

 
(f)                                     Non-Exclusive Remedies . The remedies provided for in this Section 6 are not exclusive and shall not limit

any rights or remedies which may otherwise be available to any Indemnified Person at law or in equity.
 
8.                                        Effectiveness of Agreement . This Agreement shall become effective upon the later of (i) the execution and

delivery hereof by the parties hereto and (ii) receipt by the Company and the Representatives of notice of the effectiveness of
the Registration Statement (or, if applicable, any post-effective amendment thereto).

 
9.                                        Termination . This Agreement may be terminated in the absolute discretion of the Representatives, by

notice to the Company, if after the execution and delivery of this Agreement and prior to the Closing Date (i) trading
generally shall have been suspended or materially limited on the New York Stock Exchange, the London Stock Exchange, the
Prague Stock Exchange or the over-the-counter market, (ii) trading of any securities issued or guaranteed by the Company
shall have been suspended on any exchange or in any over-the-counter market, (iii) a general moratorium on commercial
banking activities shall have been declared by U.S. Federal or New York State authorities or by the competent governmental
or regulatory authorities in the United Kingdom or the Czech Republic, (iv) there shall have occurred any outbreak or
escalation of hostilities or acts of terrorism or any change in financial markets or any calamity, crisis, or emergency either
within or outside the United States that, in the judgment of the Representatives, is material and adverse and makes it
impracticable or inadvisable to proceed with the offering, sale or delivery of the Shares on the terms and in the manner
contemplated by this Agreement, the Time of Sale Information and the Prospectus or (v) exchange controls shall have been
imposed by the United States, the United Kingdom or the Czech Republic.

 
10.                                  Defaulting Underwriter . (a)  If, on the Closing Date or the Additional Closing Date, as the case may be,

any Underwriter defaults on its obligation to purchase the Shares that it has agreed to purchase hereunder on such date, the
non-defaulting Underwriters may in
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their discretion arrange for the purchase of such Shares by other persons satisfactory to the Company on the terms contained
in this Agreement. If, within 36 hours after any such default by any Underwriter, the non-defaulting Underwriters do not
arrange for the purchase of such Shares, then the Company shall be entitled to a further period of 36 hours within which to
procure other persons satisfactory to the non-defaulting Underwriters to purchase such Shares on such terms. If other persons
become obligated or agree to purchase the Shares of a defaulting Underwriter, either the non defaulting Underwriters or the
Company may postpone the Closing Date or the Additional Closing Date, as the case may be, for up to five full business days
in order to effect any changes that in the opinion of counsel for the Company or counsel for the Underwriters may be
necessary in the Registration Statement and the Prospectus or in any other document or arrangement, and the Company
agrees to promptly prepare any amendment or supplement to the Registration Statement and the Prospectus that effects any
such changes. As used in this Agreement, the term “Underwriter” includes, for all purposes of this Agreement unless the
context otherwise requires, any person not listed in Schedule 1 hereto that, pursuant to this Section 9, purchases Shares that a
defaulting Underwriter agreed but failed to purchase.

 
(b)                                  If, after giving effect to any arrangements for the purchase of the Shares of a defaulting Underwriter or

Underwriters by the non-defaulting Underwriters and the Company as provided in paragraph (a) above, the aggregate number
of Shares that remain unpurchased on the Closing Date or the Additional Closing Date, as the case may be does not exceed
one-eleventh of the aggregate number of Shares to be purchased on such date, then the Company shall have the right to
require each non-defaulting Underwriter to purchase the number of Shares that such Underwriter agreed to purchase
hereunder on such date plus such Underwriter’s pro rata share (based on the number of Shares that such Underwriter agreed
to purchase on such date) of the Shares of such defaulting Underwriter or Underwriters for which such arrangements have not
been made.

 
(c)                                   If, after giving effect to any arrangements for the purchase of the Shares of a defaulting Underwriter or

Underwriters by the non-defaulting Underwriters and the Company as provided in paragraph (a) above, the aggregate number
of Shares that remain unpurchased on the Closing Date or the Additional Closing Date, as the case may be, exceeds
one-eleventh of the aggregate amount of Shares to be purchased on such date, or if the Company shall not exercise the right
described in paragraph (b) above, then this Agreement or, with respect to any Additional Closing Date, the obligation of the
Underwriters to purchase Shares on the Additional Closing Date, as the case may be shall terminate without liability on the
part of the non-defaulting Underwriters. Any termination of this Agreement pursuant to this Section 9 shall be without
liability on the part of the Company, except that the Company will continue to be liable for the payment of expenses as set
forth in Section 10 hereof and except that the provisions of Section 6 hereof shall not terminate and shall remain in effect.

 
(d)                                  Nothing contained herein shall relieve a defaulting Underwriter of any liability it may have to the Company

or any non-defaulting Underwriter for damages caused by its default.
 
11.                                  Payment of Expenses . (a)  Whether or not the transactions contemplated by this Agreement are

consummated or this Agreement is terminated, the Company will pay or cause to be paid all costs and expenses incident to
the performance of its obligations hereunder, including without limitation, (i) the costs incident to the authorization, issuance,
sale, preparation and delivery of the Shares and any taxes payable in that connection; (ii) the costs incident to the preparation,
printing and filing under the Securities Act of the
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Registration Statement, the Preliminary Prospectus, any Issuer Free Writing Prospectus, any Time of Sale Information and
the Prospectus (including all exhibits, amendments and supplements thereto) and the distribution thereof; (iii) the costs of
reproducing and distributing each of the Transaction Documents; (iv) the fees and expenses of the Company’s counsel and
independent accountants; (v) the fees and expenses incurred in connection with the registration or qualification and
determination of eligibility for investment of the Shares under the laws of such jurisdictions as the Representatives may
designate and the preparation, printing and distribution of a Blue Sky Memorandum (including the related fees and expenses
of counsel for the Underwriters); (vi) the cost of preparing stock certificates; (vii) the costs and charges of any transfer agent
and any registrar; (viii) all expenses and application fees incurred in connection with any filing with, and clearance of the
offering by, the National Association of Securities Dealers, Inc.; (ix) all expenses incurred by the Company in connection
with any “road show” presentation to potential investors; and (x) all expenses and application fees related to the listing of the
Shares on the NASDAQ Market and on the Prague Stock Exchange.

 
(b)                                  If (i) this Agreement is terminated pursuant to Section 9, (ii) the Company for any reason fails to tender the

Shares for delivery to the Underwriters or (iii) the Underwriters decline to purchase the Shares for any reason permitted under
this Agreement, the Company agrees to reimburse the Underwriters for all out-of-pocket costs and expenses (and in case of
(ii) and (iii) including the fees and expenses of their counsel) reasonably incurred by the Underwriters in connection with this
Agreement and the offering contemplated hereby.

 
12.                                  Persons Entitled to Benefit of Agreement . This Agreement shall inure to the benefit of and be binding

upon the parties hereto and their respective successors and the officers and directors and any controlling persons referred to in
Section 6 hereof. Nothing in this Agreement is intended or shall be construed to give any other person any legal or equitable
right, remedy or claim under or in respect of this Agreement or any provision contained herein. No purchaser of Shares from
any Underwriter shall be deemed to be a successor merely by reason of such purchase.

 
13.                                  Survival . The respective indemnities, rights of contribution, representations, warranties and agreements of

the Company and the Underwriters contained in this Agreement or made by or on behalf of the Company or the Underwriters
pursuant to this Agreement or any certificate delivered pursuant hereto shall survive the delivery of and payment for the
Shares and shall remain in full force and effect, regardless of any termination of this Agreement or any investigation made by
or on behalf of the Company or the Underwriters.

 
14.                                  Certain Defined Terms . For purposes of this Agreement, (a) except where otherwise expressly provided,

the term “affiliate” has the meaning set forth in Rule 405 under the Securities Act; (b) the term “business day” means any day
other than a day on which banks are permitted or required to be closed in New York City; and (c) the term “subsidiary” has
the meaning set forth in Rule 405 under the Securities Act.

 
15.                                  Research Analyst Independence . The Company acknowledges that the Underwriters’ research analysts and

research departments are required to be independent from their respective investment banking divisions and are subject to
certain regulations and internal policies, and that such Underwriters’ research analysts may hold views and make statements
or investment recommendations and/or publish research reports with respect to the Company and/or the offering that differ
from the views of their respective investment banking divisions. The Company hereby waives and releases, to the fullest
extent permitted

 
24



Prepared by Merrill Corporation at www.edgaradvantage.com (v.162)Printed: 15-Mar-2006;16:15:31
Created: MAR 15 16:12 2006

User: JGUERRE
File: DISK122:[06NYC0.06NYC2320.EDGAR]EX1-1_2320.CHC Folio: 25Chksum: 913563

Doc # 2Client: CENTRAL EUROPEAN MEDIA ENT. LTD.EFW: 2168437

HTML Page: 25

 
by law, any claims that the Company may have against the Underwriters with respect to any conflict of interest that may arise
from the fact that the views expressed by their independent research analysts and research departments may be different from
or inconsistent with the views or advice communicated to the Company by such Underwriters’ investment banking divisions.
The Company acknowledges that each of the Underwriters is a full service securities firm and as such from time to time,
subject to applicable securities laws, may effect transactions for its own account or the account of its customers and hold long
or short positions in debt or equity securities of the companies that may be the subject of the transactions contemplated by
this Agreement.
 

16.                                  Miscellaneous .
 
(a)                                   Notices . All notices and other communications hereunder shall be in writing and shall be deemed to have

been duly given if mailed or transmitted and confirmed by any standard form of telecommunication. Notices to the
Underwriters shall be given to the Representative J.P. Morgan Securities Ltd., 10 Aldermanbury, London EC2V 7RF (fax:
+44 (0) 207 325 8168; Attention: Equity Capital Markets Syndicate Desk); Lehman Brothers Inc., 745 Seventh Avenue, New
York, NY 10019, Fax -      •     , Attention - ECM Syndicate Desk with a copy to Simpson Thacher & Bartlett LLP, CityPoint,
One Ropemaker Street, London EC2Y 9HU, England (fax: +44 (0) 207 275 6502, Attention: Walter Looney, Esq.)  Notices
to the Company shall be given to it in care of CME Development Corporation, 8 th Floor, Aldwych House, 71-91 Aldwych,
London WC2B 4HN, England, (fax: +44 (0) 207 430 5403; Attention: Daniel Penn, Esq.); with a copy to Katten Muchin
Rosenman LLP, 575 Madison Avenue, New York, NY 10022, USA (fax: +1 212 940 8776; Attention: Robert L. Kohl, Esq.)

 
(b)                                  Submission to Jurisdiction . The Company irrevocably submits to the non-exclusive jurisdiction of any

U.S. Federal or New York State court in the Borough of Manhattan in the City, County and State of New York, United States
of America, in any legal suit, action or proceeding based on or arising under this Agreement and agrees that all claims in
respect of such suit or proceeding may be determined in any such court. The Company irrevocably waives the defense of an
inconvenient forum or objections to personal jurisdiction with respect to the maintenance of such legal suit, action or
proceeding. To the extent permitted by law, the Company hereby waives any objections to the enforcement by any competent
court in Bermuda of any judgment validly obtained in any such court in New York on the basis of any such legal suit, action
or proceeding. The Company has appointed CT Corporation System (the “ Authorized Agent ”) as its authorized agent upon
whom process may be served in any such legal suit, action or proceeding. Such appointment shall be irrevocable. The
Authorized Agent has agreed to act as said agent for service of process and the Company agrees to take any and all action,
including the filing of any and all documents and instruments that may be necessary to continue such appointment in full
force and effect as aforesaid. The Company further agrees that service of process upon the Authorized Agent and written
notice of said service to the Company shall be deemed in every respect effective service of process upon the Company in any
such legal suit, action or proceeding. Nothing herein shall affect the right of any Initial Purchaser or any person controlling
any Initial Purchaser to serve process in any other manner permitted by law. The provisions of this Section 13(b) are intended
to be effective upon the execution of this Agreement without any further action by the Company and the introduction of a true
copy of this Agreement into evidence shall be conclusive and final evidence as to such matters.
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(c)                                   Waiver of Immunity . To the extent the Company or any of its properties, assets or revenues may have or

may hereafter become entitled to, or has attributed to it, any right of immunity, on the grounds of sovereignty or otherwise,
from any legal action, suit or proceeding, from the giving of any relief in any such legal action, suit or proceeding, from
set-off or counterclaim, from the competent jurisdiction of any court, from service of process, from attachment upon or prior
to judgment, from attachment in aid of execution of judgment, or from execution of judgment, or other legal process or
proceeding for the giving of any relief or for the enforcement of any judgment, in any competent jurisdiction in which
proceedings may at any time be commenced, with respect to its obligations, liabilities or any other matter under or arising out
of or in connection with this Agreement, any of the Transaction Documents or any of the transactions contemplated hereby or
thereby, the Company hereby irrevocably and unconditionally waives, and agrees not to plead or claim, any such immunity
and consent to such relief and enforcement.

 
(d)                                  Currency . Any payment on account of an amount that is payable to the Underwriters in a particular

currency (the “ Required Currency ”) that is paid to or for the account of the Underwriters in lawful currency of any other
jurisdiction (the “ Other Currency ”), whether as a result of any judgment or order or the enforcement thereof or the
liquidation of the Company or for any other reason shall constitute a discharge of the obligation of such obligor only to the
extent of the amount of the Required Currency which the recipient could purchase in the New York or London foreign
exchange markets with the amount of the Other Currency in accordance with normal banking procedures at the rate of
exchange prevailing on the first day (other than a Saturday or Sunday) on which banks in New York or London are generally
open for business following receipt of the payment first referred to above. If the amount of the Required Currency that could
be so purchased (net of all premiums and costs of exchange payable in connection with the conversion) is less than the
amount of the Required Currency originally due to the recipient, then the Company shall jointly and severally indemnify and
hold harmless the recipient from and against all loss or damage arising out of or as a result of such deficiency. This indemnity
shall constitute an obligation separate and independent from the other obligations of the Company, shall give rise to a
separate and independent cause of action, shall apply irrespective of any indulgence granted by any person owed such
obligation from time to time and shall continue in full force and effect notwithstanding any judgment or order for a liquidated
sum in respect of an amount due hereunder or any judgment or order.

 
(e)                                   Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the

State of New York.
 
(f)                                     Counterparts . This Agreement may be signed in counterparts (which may include counterparts delivered

by any standard form of telecommunication), each of which shall be an original and all of which together shall constitute one
and the same instrument.

 
(g)                                  Amendments or Waivers. No amendment or waiver of any provision of this Agreement, nor any consent or

approval to any departure therefrom, shall in any event be effective unless the same shall be in writing and signed by the
parties hereto.

 
(h)                                  Headings . The headings herein are included for convenience of reference only and are not intended to be

part of, or to affect the meaning or interpretation of, this Agreement.
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If the foregoing is in accordance with your understanding, please indicate your acceptance of this Agreement by

signing in the space provided below.
 

 

Very truly yours,
  
  
 

Central European Media Enterprises Ltd
  
  
 

By:
  

  

Title:
 
 

Accepted: March       , 2006
 
J.P. MORGAN SECURITIES LTD.
 
By:

  

 

Authorized Signatory
 
 
LEHMAN BROTHERS INC.
 
 
By:

  

 

Authorized Signatory
 
 
ING BANK N.V., LONDON BRANCH
 
 
By:

  

 

Authorized Signatory
 
 
CESKÁ SPORITELNA, A.S.
 
 
By:

  

 

Authorized Signatory
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Schedule 1

 
 
Underwriter  Number of Shares

 

    
J.P. Morgan Securities Ltd.  

  

Lehman Brothers Inc.  

  

ING Bank N.V., London Branch  

  

Ceská sporitelna, a.s.  

  

ThinkEquity Partners LLC  

  

Jefferies & Company, Inc.  

  

Total         
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Schedule 2

 
Subsidiaries of the Company

 
Company  Jurisdiction of Organization

 

Media Pro International S.A.  Romania
 

Media Vision S.R.L.  Romania
 

MPI Romania B.V.  Netherlands
 

Pro TV S.A.  Romania
 

Radio Pro S.R.L.  Romania
 

International Media Services Ltd.  Bermuda
 

Innova Film GmbH  Germany
 

Enterprise “Inter-Media”  Ukraine
 

TV Media Planet Ltd.  Cyprus
 

Broadcasting Company “Studio 1+1”  Ukraine
 

Slovenska Televizna Spolocnost s.r.o.  Slovak Republic
 

Markiza-Slovakia, Spol. S.r.o.  Slovak Republic
 

Gamatex s.r.o.  Slovak Republic
 

ADAM a.s.  Slovak Republic
 

MM TV 1 d.o.o.  Slovenia
 

Produkcija Plus d.o.o.  Slovenia
 

POP TV d.o.o.  Slovenia
 

Kanal A d.o.o.  Slovenia
 

MTC Holding d.o.o.  Slovenia
 

Nova TV d.d.  Croatia
 

Operativna Kompanija d.o.o.  Croatia
 

Media House d.o.o.  Croatia
 

CME Media Services s.r.o.  Czech Republic
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EXHIBIT A

 
CET 21 s.r.o.  Czech Republic

 

Galaxie Sport s.r.o.  Czech Republic
 

CME Media Enterprises B.V.  Netherlands
 

CME Czech Republic B.V.  Netherlands
 

CME Czech Republic II B.V.  Netherlands
 

CME Germany B.V.  Netherlands
 

CME Hungary B.V.  Netherlands
 

CME Poland B.V.  Netherlands
 

CME Romania B.V.  Netherlands
 

CME Ukraine Holding GmbH  Austria
 

CME Cyprus Holding Ltd.  Cyprus
 

CME Germany GmbH  Germany
 

CME Development Corporation  USA
 

Central European Media Enterprises N.V.  Netherlands Antilles
 

Central European Media Enterprises II B.V.  Netherlands Antilles
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FORM OF LOCK-UP AGREEMENT

 
May [ • ] , 2005
 

J.P. Morgan Securities Ltd.
125 London Wall
London EC2Y 5AJ
 
Lehman Brothers Inc.
745 Seventh Avenue
New York, NY 10019
 
ING Bank N.V. London Branch
60 London Wall
London, EC2M 5TQ
 
As Representatives of the several
Underwriters listed in Schedule I
to the Underwriting Agreement
referred to below
 

Re:                                Central European Media Enterprises Ltd. — Public Offering
 

Ladies and Gentlemen:
 

The undersigned understands that you, as representatives of the several Underwriters (the “Representatives”)
propose to enter into an Underwriting Agreement (the “Underwriting Agreement”) with Central European Media Enterprises
Ltd., a Bermuda corporation (the “Company”), providing for the public offering (the “Public Offering”) by the several
Underwriters named in Schedule I to the Underwriting Agreement (the “Underwriters”), of Class A Common Stock, of the
Company (the “Securities”). Capitalized terms used herein and not otherwise defined shall have the meanings set forth in the
Underwriting Agreement.

 
In consideration of the Underwriters’ agreement to purchase and make the Public Offering of the Securities, and for

other good and valuable consideration receipt of which is hereby acknowledged, the undersigned hereby agrees that, without
the prior written consent of the Representatives (which may not be unreasonably withheld), the undersigned will not, during
the period ending 90 days after the date of the prospectus relating to the Public Offering (the “Prospectus”), (1) offer, pledge,
announce the intention to sell, contract to sell, grant any option, right or warrant to purchase, or otherwise transfer or dispose
of, directly or
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indirectly, any shares of Class A Common Stock, $0.08 per share par value, or Class B Common Stock, $0.08 per share par
value, of the Company (the “Common Stock”) or any securities convertible into or exercisable or exchangeable for Common
Stock (including without limitation, Common Stock which may be deemed to be beneficially owned by the undersigned in
accordance with the rules and regulations of the Securities and Exchange Commission and securities which may be issued
upon exercise of a stock option or warrant) or (2) enter into any swap or other agreement that transfers, in whole or in part,
any of the economic consequences of ownership of the Common Stock, whether any such transaction described in clause (1)
or (2) above is to be settled by delivery of Common Stock or such other securities, in cash or otherwise. In addition, the
undersigned agrees that, without the prior written consent of the Representatives, it will not, during the period ending 90 days
after the date of the Prospectus, make any demand for or exercise any right with respect to, the registration of any shares of
Common Stock or any security convertible into or exercisable or exchangeable for Common Stock.

 
Notwithstanding the foregoing, the undersigned may transfer Common Stock (i) without the prior written consent of

the Representatives pursuant to the laws of descent and distribution, provided that the distributee or heir agrees to be bound in
writing by the restrictions set forth herein, or (ii) to any trust for the direct or indirect benefit of the undersigned or the
immediate family of the undersigned, provided that the trustee of the trust agrees to be bound in writing by the restrictions set
forth herein, and provided further that any such transfer shall not involve a disposition for value. For purposes of this Letter
Agreement, “immediate family” shall mean any relationship by blood, marriage or adoption, not more remote than first
cousin.

 
In furtherance of the foregoing, the Company, and any duly appointed transfer agent for the registration or transfer

of the securities described herein, are hereby authorized to decline to make any transfer of securities if such transfer would
constitute a violation or breach of this Letter Agreement.

 
The undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this

Letter Agreement. All authority herein conferred or agreed to be conferred and any obligations of the undersigned shall be
binding upon the successors, assigns, heirs or personal representatives of the undersigned.

 
The undersigned understands that, if the Underwriting Agreement does not become effective, or if the Underwriting

Agreement (other than the provisions thereof which survive termination) shall terminate or be terminated prior to payment for
and delivery of the Common Stock to be sold thereunder, the undersigned shall be released form all obligations under this
Letter Agreement.

 
The undersigned understands that the Underwriters are entering into the Underwriting Agreement and proceeding

with the Public Offering in reliance upon this Letter Agreement.
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This lock-up agreement shall be governed by and construed in accordance with the laws of the State of New York.
 

 

Very truly yours,
  
 

[NAME OF STOCKHOLDER]
  
  
 

By:
  

  

Name:
  

Title:
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EXHIBIT B

 
Central European Media Enterprises Ltd.

 
Pricing Term Sheet

 
[TO COME]
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Exhibit 5.1

March 15, 2006

Central European Media Enterprises Ltd.
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

 DIRECT
LINE:
E-MAIL:
OUR REF:
YOUR REF:

 441-299-4915
nicolas.trollope@conyersdillandpearman.com 
NGT/129479/corpdocs/170167

Dear Sirs

Central European Media Enterprises Ltd. (the "Company")

We have acted as special legal counsel in Bermuda to the Company in connection with a registration statement on form S-3
filed with the U.S. Securities and Exchange Commission (the "Commission") on March 15, 2006 (the "Registration
Statement", which term does not include any other document or agreement whether or not specifically referred to therein or
attached as an exhibit or schedule thereto) relating to the registration under the U.S. Securities Act of 1933, as amended (the
"Securities Act"), of an aggregate of 2,200,000 Class A common shares, par value US$0.08 each, of the Company, together
with an additional 330,000 Class A common shares, par value US$0.08 each, of the Company subject to an over-allotment
option granted to the underwriters by the Company (collectively, the "Common Shares").

For the purposes of giving this opinion, we have examined a copy of the Registration Statement. We have also reviewed the
memorandum of association and the bye-laws of the Company, each certified by the Assistant Secretary of the Company on
March 15, 2006, a copy of unanimous written resolutions of the board of directors of the Company dated March 15, 2006
certified by the Secretary of the Company on March 15, 2006 (the "Resolutions"), a certificate of compliance issued by the
Registrar of Companies in Bermuda and such other documents and made such enquiries as to questions of law as we have
deemed necessary in order to render the opinion set forth below.

We have assumed (a) the genuineness and authenticity of all signatures and the conformity to the originals of all copies
(whether or not certified) examined by us and the authenticity and completeness of the originals from which such copies were
taken; (b) that where a document has been examined by us in draft form, it will be or has been executed and/or filed in the
form of that draft, and where a number of drafts of a document have been examined by us all changes thereto have been
marked or otherwise drawn to our attention; (c) the accuracy and completeness of all factual representations made in the
Registration Statement and the other documents reviewed by us; (d) that the Resolutions remain in full force and effect and
have not been rescinded, amended or supplemented; (e) that there is no provision of the law of any jurisdiction, other than
Bermuda, which would have any implication in relation to the opinions expressed herein; (f) that upon the issue of any shares
to be sold by the Company, the Company will receive consideration for the full issue price thereof which shall be equal to at
least the par value thereof; and (g) that the Pricing Committee (as defined in the Resolutions) will have approved the offer,
allotment, issuance, sale and delivery of the Common Shares pursuant to and as contemplated by the Registration Statement
and will have determined that the price of each of the Common Shares to be in excess of the par value of such share.

We have made no investigation of and express no opinion in relation to the laws of any jurisdiction other than Bermuda. This
opinion is to be governed by and construed in accordance with the laws of Bermuda and is limited to and is given on the basis
of the current
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law and practice in Bermuda. This opinion is issued solely for the purposes of the filing of the Registration Statement and the
offering of the Common Shares by the Company and is not to be relied upon in respect of any other matter.

On the basis of and subject to the foregoing, we are of the opinion that:

1.    The Company is duly incorporated and existing under the laws of Bermuda in good standing (meaning solely that it
has not failed to make any filing with any Bermuda government authority or to pay any Bermuda government fees or tax
which would make it liable to be struck off the Register of Companies and thereby cease to exist under the laws of
Bermuda).

2.    When issued and paid for as contemplated by the Registration Statement, the Common Shares will be validly issued,
fully paid and non-assessable (which term means when used herein that no further sums are required to be paid by the
holders thereof in connection with the issue of such shares).

We hereby consent to the filing of this opinion as an exhibit to the Registration Statement and to the reference to our firm
under the caption "Legal Matters" in the prospectus forming a part of the Registration Statement. In giving this consent, we
do not hereby admit that we are experts within the meaning of Section 11 of the Securities Act or that we are within the
category of persons whose consent is required under Section 7 of the Securities Act or the Rules and Regulations of the
Commission promulgated thereunder.

Yours faithfully
 
 
 
CONYERS DILL & PEARMAN

2
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Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in this Registration Statement on Form S-3 of our reports dated February 28,
2006, relating to the financial statements and financial statement schedules of Central European Media Enterprises Ltd, and
management's report on the effectiveness of internal control over financial reporting, appearing in the Annual Report on
Form 10-K/A, and Form 10-K, respectively, of Central European Media Enterprises Ltd for the year ended December 31,
2005 and to the reference to us under the heading "Experts" in the Prospectus, which is part of this Registration Statement.

DELOITTE & TOUCHE LLP
London, United Kingdom
March 15, 2006
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Exhibit 23.3

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in this Registration Statement on Form S-3 of our report dated 23
February 2006, 15 March 2006 as to the subsequent event discussed in Note 1, relating to the financial statements of
Slovenska televizna spolocnost, s.r.o, appearing in the Annual Report on Form 10-K\A of Central European Media
Enterprises Ltd for the year ended December 31, 2005 and to the reference to us under the heading "Experts" in the
Prospectus, which is part of this Registration Statement.

Deloitte Audit s.r.o.
Bratislava, Slovak Republic
March 15, 2006
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Exhibit 23.4

Consent of Independent Public Accounting Firm

Boards of Directors Ceska produkcni 2000, a.s. (currently CME Media Services s.r.o. as its legal successor) Group and
VILJA a.s. Group ("TV NOVA")

We consent to the incorporation by reference in this Registration Statement on Form S-3 of CENTRAL EUROPEAN
MEDIA ENTERPRISES LTD. ("CME") of our report dated March 2, 2005, with respect to the combined balance sheets of
TV NOVA as of December 31, 2004 and 2003, and the related combined statements of earnings, stockholders' equity, cash
flows and comprehensive income for each of the years in the two-year period ended December 31, 2004 and to the reference
to us under the heading "Experts" in the Prospectus.

KPMG Ceská republika, s.r.o.

15 March 2006
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PŘÍLOHA II – ZPRÁVA A SOUHLAS NEZÁVISLÉHO AUDITORA 
 
 
 
 
 
 

________________ 
 
 Zpráva nezávislého auditora, která tvoří první část Přílohy II tohoto Prospektu, byla vypracována za 
účelem splnění požadavku dle Přílohy II bod 7 Nařízení Komise (ES) č. 809/2004.  Souhlas auditora, který tvoří 
druhou část Přílohy II tohoto Prospektu, byl poskytnut pro účely zahrnutí shora uvedené zprávy nezávislého 
auditora do tohoto Prospektu.  Dokumenty tvořící Přílohu II tohoto Prospektu nejsou součástí Amerického 
prospektu a vztahují se pouze k tomuto Prospektu. 

 
 
 
 
 



 
 
 
 
The Board of Directors 
on behalf of Central European Media Enterprises Ltd 
Clarendon House 
Church Street 
Hamilton 
HM CX 
Bermuda 
 

March 15, 2006 

Dear Sirs 

Central European Media Enterprises Ltd (the “Company”) 

We report on the unaudited condensed pro forma consolidated financial information 
(the “Pro forma financial information”) set out in Part S-1 of the Prospectus dated 
March 15, 2006 (the “Prospectus”), which has been prepared on the basis described 
therein, for illustrative purposes only, to provide information about how the 
transaction relating to the acquisition of the TV Nova Group (‘’the TV Nova 
Transaction’’) might have affected the financial information presented on the basis of 
the accounting policies adopted by the Company in preparing the financial statements 
for the period ended December 31, 2005 had the TV Nova Transaction occurred on 
January 1, 2005.  This report is required by Annex II item 7 of the Commission 
Regulation (EC) No 809/2004 (the “Prospectus Regulation”) and is given for the 
purpose of complying with that requirement and for no other purpose. 

Responsibilities 

It is the responsibility of the directors of the Company (the “Directors”) to prepare the 
Pro forma financial information in accordance with Annex I item 20.2 of the 
Prospectus Regulation. 

It is our responsibility to form an opinion, as required by Annex II item 7 of the 
Prospectus Regulation, as to the proper compilation of the Pro forma financial 
information and to report that opinion to you. 

In providing this opinion we are not updating or refreshing any reports or opinions 
previously made by us on any financial information used in the compilation of the Pro 
forma financial information, nor do we accept responsibility for such reports or 
opinions beyond that owed to those to whom those reports or opinions were addressed 
by us at the dates of their issue. 

Basis of Opinion 

We conducted our work in accordance with the Standards for Investment Reporting 
issued by the Auditing Practices Board in the United Kingdom.  The work that we 
performed for the purpose of making this report, which involved no independent 
examination of any of the underlying financial information, consisted primarily of 
comparing the unadjusted financial information with the source documents, 



considering the evidence supporting the adjustments and discussing the Pro forma 
financial information with the Directors. 

We planned and performed our work so as to obtain the information and explanations 
we considered necessary in order to provide us with reasonable assurance that the Pro 
forma financial information has been properly compiled on the basis stated and that 
such basis is consistent with the accounting policies of the Company. 

Our work has not been carried out in accordance with auditing or other standards and 
practices generally accepted in jurisdictions outside the United Kingdom, including 
the United States of America, and accordingly should not be relied upon as if it had 
been carried out in accordance with those standards or practices.  

Opinion 

In our opinion: 

(a) the Pro forma financial information has been properly compiled on the basis 
stated; and 

(b) such basis is consistent with the accounting policies of the Company. 

Declaration 
For the purposes of Prospectus Regulation we are responsible for this report as part of 
the Prospectus and declare that we have taken all reasonable care to ensure that the 
information contained in this report is, to the best of our knowledge, in accordance 
with the facts and contains no omission likely to affect its import. This declaration is 
included in the Prospectus in compliance with Annex I item 1.2 of the Prospectus 
Regulations. 

 

Yours faithfully 

 

Deloitte & Touche LLP 
Chartered Accountants 
 
Deloitte & Touche LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu (“DTT”), a 
Swiss Verein whose member firms are separate and independent legal entities.  Neither DTT nor any of 
its member firms has any liability for each other’s acts or omissions.  Services are provided by member 
firms or their subsidiaries and not by DTT. 



 
 
 
 
The Board of Directors 
on behalf of Central European Media Enterprises Ltd 
Clarendon House 
Church Street 
Hamilton 
HM CX 
Bermuda 
 

March 15, 2006 

Dear Sirs 

Central European Media Enterprises Ltd (the “Company”) 
 
We hereby give our consent to the inclusion in the Prospectus of the Company dated 
March 15, 2006 (the “Prospectus”) of our report relating to the unaudited condensed 
pro forma consolidated financial information (the “Pro forma financial information”) 
in Part S-1 in the form and context in which it is included, as shown in the attached 
copy of the Prospectus which we have signed for identification, and being put on 
public display in accordance with Annex I item 24 of Commission Regulation (EC) 
No 809/2004 (the “Prospectus Regulation”). 

This letter is provided solely for the purpose of complying with Annex I item 23.1 of 
the Prospectus Regulation. 
 
Our work has not been carried out in accordance with auditing or other standards and 
practices generally accepted in jurisdictions outside the United Kingdom, including 
the United States of America, and accordingly should not be relied upon as if it had 
been carried out in accordance with those standards and practices. 
 
Yours faithfully 
 
 
 
 
Deloitte & Touche LLP 
Chartered Accountants 
 
Deloitte & Touche LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu (“DTT”), a 
Swiss Verein whose member firms are separate and independent legal entities.  Neither DTT nor any of 
its member firms has any liability for each other’s acts or omissions.  Services are provided by member 
firms or their subsidiaries and not by DTT. 




