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1 . Accounting policies and principal activity

a) Basis ofaccounting

NDS Group plc

Notes to the Consolidated Financial Statements

NDS Group plc (the "Company") is incorporated in England and Wales . The Company, together with its
subsidiaries ("the NDS Group"), is engaged in the business of providing conditional access and broadcast control
software and systems used by broadcasters and content providers .

The principal accounting policies, all ofwhich have been applied consistently throughout the year and the preceding
periods, are summarised below .

The financial statements have been prepared under the historical cost convention and in accordance with applicable
UK financial reporting and accounting standards .

The financial statements have not been prepared for the purposes of section 227 ofthe Companies Act 1985 (the
"Act") and therefore do not constitute statutory accounts within the context of the Act . However, the financial
statements include all disclosures required under the Act with the exception of a directors' report, which is not
required in order for the financial statements to give a true and fair view of the state of affairs at any point in time.
Accordingly, the financial statements comply with UK GAAP . Statutory accounts for the years ended 30 June 2001
and 30 June 2000 have been delivered to the Registrar of Companies. The auditors' reports on those accounts were
unqualified and did not contain a statement under section 237(2) or 237(3) of the Act .

b) Basis ofconsolidation
The financial statements consolidate the accounts ofthe Company and all its subsidiary undertakings, including
NDS Americas Inc . (see below), drawn up to 30 June each year. All intercompany transactions and balances have
been eliminated on consolidation . The results and cash flows of subsidiaries or businesses acquired or sold are
consolidated for the periods from or to the date on which control passed to or from the NDS Group . Entities, other
than subsidiary undertakings, in which the NDS Group has a participating interest and over whose operating and
financial policies the NDS Group exercises a significant influence are treated as associates and accounted for using
the equity method .

The Company's ultimate parent company is The News Corporation Limited, which taken together with its
subsidiary and associated undertakings is referred to herein as "The News Corporation Group" .

The NDS Group has an operational presence in the US, whose activities are carried out through NDS Americas Inc .
Until 4November 1999, ownership ofNDS Americas Inc . was held by another entity within The News Corporation
Group and not by theNDS Group. On 4 November 1999, the Company acquired ownership ofNDS Americas Inc.
NDS Americas Inc . has been consolidated in these financial statements for periods prior to 4 November 1999 since,
under UK GAAP and in accordance with section 258 ofthe Companies Act 1985, there was a control contract
between the Company and the shareholders ofNDS Americas Inc. A minority interest equal to the whole of the net
income and net assets ofNDS Americas Inc . was recorded under UK GAAP.

c) Goodwill
Goodwill arising on the acquisition of subsidiary undertakings orbusinesses represents the excess ofthe fair value
ofthe consideration given over the fair value of the identifiable assets and liabilities acquired . Goodwill is
capitalised and amortised on a straight-line basis over its useful economic life. Provision is made for any
impairment . The useful life of goodwill is considered by the Directors on a case by case basis at the time the
goodwill first arises. The Directors' estimates of the periods over which benefits will accrue to the NDS Group in
respect ofgoodwill have ranged from 10 to 20 years.

On 1 December 2000 the Company acquired the entire share capital of Orbis Technology Limited ("Orbis") . Details
ofthis transaction and the goodwill arising are given in Note 10b .
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