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Additional Notes

Contingent liabilities
Major outstanding litigation procedures in which ProSiebenSat.1 Media SE and/or entities con-
trolled by ProSiebenSat.1 Media SE are involved as defendants are shown below:

> Claims for disclosure and action for damages by RTL 2 Fernsehen GmbH & Co. KG and El Cartel
Media GmbH & Co. KG against SevenOne Media GmbH and the stations SAT.1 Satelliten Fern-
sehen GmbH, ProSieben Television GmbH, kabel eins Fernsehen GmbH and N24 Gesellschaft
fir Nachrichten und Zeitgeschehen mbH (no longer part of the Group) pending at the Diissel-
dorf Regional Court since November 10, 2008. Claims for disclosure and action for damages by
RTL 2 Fernsehen GmbH & Co. KG and El Cartel Media GmbH & Co. KG against SevenOne Media
GmbH and the stations SAT.1 Satelliten Fernsehen GmbH, ProSieben Television GmbH, kabel eins
Fernsehen GmbH and N24 Gesellschaft fur Nachrichten und Zeitgeschehen mbH (no longer part
of the Group) have been pending at the Dusseldorf Regional Court since November 10, 2008. The
plaintiff is asserting disclosure and damages claims in connection with the marketing of adver-
tising time by SevenOne Media GmbH. The external appraisal commissioned by order of the
Regional Court on April 13, 2012, has not yet been submitted. Therefore, the outcome of the
case still cannot be predicted. As a consequence, no provision was recognized as of December 31,
2016.

> Claims for additional payments to bestseller authors against companies of ProSiebenSat.1
Group. Authors of particularly successful TV shows can make claims against entities of
ProSiebenSat.1 Group on the basis of section 32a of the German Copyright Act. The station
group has since agreed so-called "Common Compensation Rules” with four organizations
(directors, camera operators, screenwriters and actors) under section 36 of the Copyright Act,
which stipulate that additional compensation be paid to directors, camera operators, screen-
writers and actors if TV movies or series achieve certain ratings.

As of December 31, 2016, a provision totaling EUR 6 million (previous year: EUR 3 million) was
recognized for this subject matter on the basis of best estimates of the additional payments
payable as a result of the Common Compensation Rules agreed. It is possible that additional
authors will make further justified claims under section 32a of the Copyright Act that are not
covered by the "Common Compensation Rules” mentioned above (e.g. for other program
genres). Itis currently not possible to provide a reliable assessment of the impact on our earnings
development.

In addition, ProSiebenSat.l Media SE and companies under its control are defendants or
participants in further court or arbitration actions and institutional proceedings. On the basis
of current knowledge, these cases have no material impact on the economic position of
ProSiebenSat.1 Group.
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Other financial obligations

Other financial obligations comprise off-balance-sheet financial obligations in addition to the
liabilities shown in the statement of financial position. The figures are nominal, i.e. undiscounted
amounts.

Other financial obligations (Fig.175)

EUR M 12/31/2016 12/31/2015
Remaining term 1 year or less 617 632
Remaining term1to 5 years 2,180 2,277
Remaining term over 5 years 447 542
Purchase commitments for programming assets 3,244 3,451
Remaining term 1 year or less 62 67
Remaining term1to 5 years 92 125
Remaining term over 5 years 33 46
Distribution 187 238
Remaining term 1 year or less 35 26
Remaining term1to 5 years 66 59
Remaining term over 5 years 11 13
Leasing and long-term rental commitments 111 929
Remaining term 1 year or less 125 122
Remaining term1to 5 years 37 39
Remaining term over 5 years 0 2
Other financial obligations 162 163
Total 3,704 3,951

The purchase commitments for programming assets reflect contracts for film and series licenses
and commissioned productions entered into before December 31, 2016. Most of the contracts
were concluded in US dollar.

Distribution includes financial obligations for satellite services, obligations under contracts for
terrestrial transmission facilities and cable feed charges. Expenses of EUR 24 million (previous
year: EUR 24 million) were incurred for satellite rental in the financial year 2016.

Non-terminable lease and rental obligations essentially comprise rental obligations from building
rentals, IT equipment and leases for motor vehicles classified as operating leases due to their
economic substance. In the financial year 2016, operating lease expenses amounted to EUR 33
million in total (previous year: EUR 24 million).
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Further notes on financial risk management and financial instruments in
accordance with IFRS 7

In its operating business and due to its borrowings, ProSiebenSat.1 Group is exposed to various
financial risks. These risks are managed as part of financial risk management by the corporate
department Group Finance & Treasury. Financial risk management aims to secure solvency and
to manage market price risks. The derivative financial instruments acquired for this purpose
serve solely to hedge existing risk positions, not for speculative purposes. For Group companies,
the principles, duties and responsibilities of financial risk management are governed by the inter-
nal corporate financial guidelines of ProSiebenSat.l Group. Risk reports are reviewed by the
Executive Board on a monthly basis.

The risks outlined below have been identified as material and are assessed on an ongoing basis.
After taking account of hedging activities, ProSiebenSat.1 Group does not consider itself to be
exposed to any material concentrations of risk.

Interest rate risks

ProSiebenSat.1 Group defines interest rate risk as the risk of rising financing costs as a result of
increasing interestrates. Throughits financial liabilities with variable interest rates, ProSiebenSat 1
Group is exposed to an interest rate risk. These comprise an unsecured term loan with a nominal
volume of EUR 2.100 billion as of December 31, 2016 (previous year: EUR 2100 billion) and a revolv-
ing credit facility (RCF) with a volume of EUR 600 million as of the reporting date (previous year:
EUR 600 million). Interest payable on the term loan and the RCF is variable and based on Euribor
money market rates plus an additional credit margin. In addition, three unsecured, syndicated
promissory note loans totaling EUR 500 million were taken up as of December 1, 2016 (see Note
26 "Financial liabilities™), of which a tranche of EUR 50 million bears interest at a variable rate.

ProSiebenSat.1 Group hedges the interest rate risk inherent in the variable-interest financial liabili-
ties using interest rate swaps and options. Under interest rate swaps, variable-rate interest pay-
ments are exchanged for fixed-rate interest payments. Future, variable-rate interest payments, the
amounts of which are therefore uncertain, are thus compensated and replaced with fixed-rate inter-
est payments. The market value of interest rate swaps is obtained by discounting expected future
cash flows. As a buyer of interest rate options, ProSiebenSat.1 Group has the right, but not the
obligation, to exchange future variable-rate interest payments for fixed-rate interest payments.
Variable-rate future interest payments are thus compensated and replaced with fixed-rate interest
payments if this is advantageous for ProSiebenSat.1 Group. For this right an option premium must
generally be paid. Market values for interest rate options are calculated on the basis of a standard
option pricing model. Differences may arise where other measurement methods are used. Since the
interest rate derivatives are used exclusively for hedging existing interest rate risks, there is no in-
tention to close them out.

As of December 31, 2016, the Group held interest rate swaps for EUR 850 million (previous year:
EUR 850 million) and interest rate options for EUR 1.250 billion (previous year: EUR 500 million)
hedging the interest rate risk until 2018. ProSiebenSat.1 Group has also entered into further inter-
est rate hedging transactions with a nominal volume totaling EUR 2100 billion (previous year:
EUR 500 million), hedging the interest rate risk in the period from 2018 to 2020. EUR 500 million
(previous year: EUR 500 million) of this amount were interest rate swaps and EUR 1.600 billion
(previous year: none) were interest rate caps. Interest rate hedges amounting to EUR 1.500 billion
expired in the financial year 2016. In addition, further interest rate options were concluded to
limit the risk arising from the current negative interest, of which EUR 850 million (previous year:
none) relates to the period from 2016 to 2018 and EUR 500 million (previous year: none) relates
to the period from 2018 to 2020. The hedge ratio/proportion of fixed interest for loans and bor-
rowings was approximately 98 % as of December 31, 2016 (previous year: approximately 78 %).
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The average fixed rate of the interest rate swaps was 1.9 % per annum as of December 31, 2016
(previous year: 3.1%). The average interest rate ceiling of the interest rate caps was 0.0% per
annum as of December 31, 2016 (previous year: none).

Due to the sustained low interest rate level, interest expenses of EUR 28 million (previous year:
EUR 41 million) were incurred as a result of these transactions in the reporting period. In the
second quarter of 2016, the ongoing development of negative interest rates and the associated
higher hedging ineffectiveness meant that the accounting of the interest rate swaps existing at
the time, with a total volume of EUR 2.650 billion in accordance with the provisions of IAS 39
(hedge accounting) was discontinued which resulted in the termination of the hedging relation-
ship. Until this date, an expense of EUR 2 million resulting from hedging ineffectiveness (previous
year: EUR 6 million) was recognized. The changes in the market value of the interest rate swaps
recognized in accumulated other comprehensive income in relation to the effective part of the
hedge amounted to minus EUR 37 million upon termination of hedge accounting and will be
recognized in profit and loss over the original duration of the hedges. The resulting expense from
this reversal amounted to EUR 13 million and was recognized in other financial result in the finan-
cial year 2016. After the termination of hedge accounting, the interest rate swaps were recognized
through profit and loss. This resulted in income of EUR 14 million recognized in other financial re-
sult. The net earnings effect amounted to EUR 2 million in the financial year 2016. The market
value of the interest rate swaps was minus EUR 32 million as of December 31, 2016 (previous year:
minus EUR 52 million). Over the full duration of these hedging relationships, the recognized earn-
ing effects will offset each other. The interest rate options are stand-alone hedging transactions,
which are not recognized in the context of hedge accounting.

Apart from the unhedged portion of the term loan, the remaining variable interest rate risk
results also from any cash drawings on the RCF. As of December 31, 2016, as on the previous
year's reporting date, there were no cash drawings on the syndicated facility. An interest rate risk
in the sense of a change in market value is not relevant as ProSiebenSat.1 Group measures its
financial liabilities at amortized cost. Thus, any possible change in market value will have no
effect on the statement of financial position.

The interest-rate risk position is assessed regularly using current market data, and existing risks
are quantified with the help of sensitivity analyses. The following table shows the effects of a one
percentage point increase (decrease) in the relevant interest rates on interest result. In the case
of an interest rate increase by one percentage point, the change in the market value of the inter-
est rate hedges would improve the financial result by EUR 39 million. In the case of an interest
rate decrease by one percentage point, the effect on the financial result would be minus EUR 10
million.
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Interest rate risks (Fig.176)
EURmM Interest 2016 2015
Cash and cash equivalents variable 1,271 734
Liabilities to banks variable -2,084 -2,079
Promissory note variable -50 o=
Promissory note fix -448 =//=
Notes fix -596 -595
Gross exposure variable -862 -1,345

fix -1,044 =595
Interest rate hedges' 2,100 1,300
Net exposure variable 1,238 =45
Hedge ratio? 243.5% 96.7%
Annual potential effect of an increase in short-term interest rates
by 100 basis points (1 percentage point)? 5 =
Annual potential effect of a decrease in short-term interest rates
by 100 basis points (1 percentage point)? 1 -9
1 Thereof EUR 850 million interest rate swaps and EUR 1.250 billion 2 The hedge ratio is also determined by cash and cash equivalents,

interest rate caps (previous year: EUR 1.300 billion interest rate whereas these are not considered within the interest hedges.
swaps) 3 Due to the negative interest rate environment and existing lower

interest rate limits there is no symmetry of the effects.

Currency risks
ProSiebenSat.1 Group defines currency risks as the risk of losses resulting from changes in foreign
exchange rates.

ProSiebenSat.1 Group signs a substantial portion of its license agreements with production studios
in the United States. In general, ProSiebenSat.1 Group meets its financial obligations deriving from
these programming rights purchases in US dollar. Consequently fluctuations in the exchange rate
between euro and US dollar may adversely affect ProSiebenSat.1l Group's earnings and financial
position. The currency risk from receivables and liabilities in other foreign currencies, or for other
purposes, is negligible due to the low volume.

ProSiebenSat.1 Group adopts a Group-wide portfolio approach when hedging financial obligations
from the acquisition of programming rights. Foreign currency exposure is regarded as the total
volume of all future US dollar payments that result from existing license agreements and that are
due within a period of seven years as part of the implemented hedging strategy. ProSiebenSat.1
Group uses a variety of derivative and non-derivative financial instruments to hedge fluctuations in
exchange rates. These include currency forwards, currency options and cash holdings in US dollar.
Currency forwards are unconditional contractual agreements to exchange two currencies. The total
par value, exchange rate and maturity date are specified when the contract is entered into. As the
buyer of currency options, ProSiebenSat.1 Group has the right, but not the obligation, to buy a given
currency at a specific moment in time at a price determined when the contract was entered into. For
this right an option premium must generally be paid.

Derivative financial instruments which qualify for hedge accounting under IAS 39 are recognized
in hedge accounting as cash flow hedges. The changes in market value of these instruments are
recognized in accumulated other comprehensive income and only impact profit or loss when the
hedged licensed titles are broadcast. Hedging instruments which do not qualify for hedge
accounting are allocated to the "held for trading” category. Changes in market value are directly
recognized in profit or loss.
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As of December 31, 2016, ProSiebenSat.1 Group had currency forwards in its portfolio with a nominal
volume of USD 2.460 billion (previous year: USD 2.370 billion) and currency options with a nominal
volume of USD 50 million (previous year: USD 95 million) in order to hedge financial obligations
arising from the purchase of programming rights. The market values of currency hedging instru-
ments are based on the forward exchange rates observed on the market. Measurement was based
on market figures (mid-rates) on December 31, 2016. As of December 31, 2016, the currency holdings
in US dollar amounted to USD 42 million (previous year: USD 54 million). Market values for currency
options are calculated on the basis of a standard option pricing model.

Currency-related transactions and balances (Fig. 177)

Nominal
Year of maturity amount  Fair Value  Fair Value
2017 2018-2021 from 2022 12/31/2016 12/31/2016 12/31/2015
USD m USD m USD m USD m EUR m EUR m
Currency forwards 690 1,435 33i5! 2,460 251 236
thereof within cash flow hedges 385 1,435 335 2,155 243 230
Currency options 20 30 == 50 3 4
thereof within cash flow hedges 20 30 == 50 3 4
Currency holdings 42 -/- -/- 42 40 49

In the context of hedge accounting, plus EUR 245 million (previous year: plus EUR 231 million)
was recognized in a separate item in accumulated other comprehensive income as of Decem-
ber 31, 2016. In the financial year 2016, EUR 52 million (previous year: EUR 49 million) was taken
from equity and allocated directly to the purchase cost of the underlying licenses. This impacts
profit or loss at the time the relevant license is consumed. This did not result in any hedge in-
effectiveness in the financial year 2016 or in the previous year.

The risk position in US dollars is assessed reqgularly using current market data and existing risks
are quantified using sensitivity analyses. The following table shows the impact of a 10.0% rise/
fall in the value of the US dollar on the equivalent value in euro for future payments in US dollar.
It shows the change in the impact of the exchange rate for the US dollar on cash flows in US
dollar in economic terms, and is therefore not an accounting analysis.

Currency risks (Fig.178)

usbm 12/31/2016 12/31/2015
Gross foreign currency exposure -3,334 -3,366
Currency hedges 2,552 2,518
thereof hedge accounting 2,205 2,255
thereof held for trading 305 210
thereof currency holdings 42 54
Net exposure -782 -848
Hedge Ratio 76.5% 74.8%
Spot rate 1.0560 1.0892
US Dollar increase by 10 % 0.9504 0.9803
US Dollar decrease by 10 % 1.1616 1.1981
EURm
Change in future payments resulting from a 10% increase in the US dollar -82 -86

Change in future payments resulting from a 10% decrease in the US dollar 67 71
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From an accounting perspective, the foreign exchange effects resulting from license liabilities,
currency hedging transactions in the "held for trading” category, the time value of options in hedge
accounting and cash holdings impact profit or loss. A fall (rise) of the US dollar by 10.0% would
result in an effect of minus EUR 4 million (plus EUR 4 million) in the foreign exchange result. The
foreign exchange impact of minus EUR 167 million from a 10.0% fall of the US dollar and of plus
EUR 204 million from a 10.0 % rise of the US dollar relating to currency hedges used under hedge
accounting would be recognized in accumulated other comprehensive income.

The reporting currency of the Group is the euro. The financial statements of entities with their
registered office outside the eurozone are converted to euro for the consolidated financial
statements. In the context of foreign currency management, the holdings in these entities are
regarded as long-term investments. For this reason, ProSiebenSat.1 Group does not hedge the
translation risk.

Credit and counterparty risks

ProSiebenSat.1 Group is exposed to a credit and counterparty risk from its financing and operating
activities. The carrying amount of financial assets in the statement of the financial position reflects
the maximum credit risk exposure.

In the context of financing activities, credit and counterparty risks for ProSiebenSat.1 Group
normally exist in the form of credit default risks relating to receivables. To minimize this risk,
ProSiebenSat.1 Group attempts to enter into financial transactions as well as derivative contracts
exclusively with counterparties with first-class to good credit ratings. The carrying amounts of the
financial assets after impairments represent the maximum risk of ProSiebenSat.1 Group. Credit risks
of financial instruments are regularly monitored and analyzed. In addition, credit value adjustments
are recognized in the measurement of derivative financial instruments at fair value. Default proba-
bilities are calculated on the basis of credit default swap spreads with matching maturities per coun-
terparty. The determination of the credit risk taken into account as part of the valuation is based on
a multiplication of the maturity-matched default probability by the discounted expected cash flows
of the derivative financial instrument. In the financial year, credit value adjustments of EUR 3 million
(previous year: EUR 2 million) were recognized within equity in other comprehensive income. The
Group has no significant concentration of counterparty risk with regard to any single counterparty
or any clearly definable group of counterparties. As of the reporting date, there were no significant
agreements reducing the maximum counterparty risk. In total ProSiebenSat.1 Group does not be-
lieve it is exposed to any major counterparty risk. As of December 31, 2016, the total market value of
the derivative financial instruments for which ProSiebenSat.1 Group recognizes a net positive mar-
ket value per counterparty was EUR 242 million (previous year: EUR 191 million). The maximum risk
of default is the positive market value of these non-collateralized derivative financial instruments.
The value was determined without reference to credit value adjustments.

ProSiebenSat.1 Group has established appropriate risk provisions against credit value adjustments
arising from operating activities. For this purpose all receivables are reviewed regularly. If objec-
tive evidence for default or other breaches of contracts exists, credit allowances are recognized.
If such evidence indicates the definitive default, the corresponding receivable is derecognized,
where applicable against a previously recognized credit allowance. Considering the net value of
trade receivables and other financial assets, there were no indications of material payment de-
faults as of the reporting date. For information on the aging structure of trade receivables, please
refer to Note 21"Financial receivables and assets”. Information regarding major customers is to be
found under Note 2 "Segment reporting".
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Liquidity risk

As part of its liquidity management, ProSiebenSat.1 Group ensures that adequate cash and cash
equivalents are available at all times, in spite of the industry's sharp seasonal fluctuations in rev-
enues. The term loan (EUR 2100 billion), the notes (EUR 600 million), the promissory notes of EUR
500 million (see Note 26 “Financial liabilities") and the RCF (EUR 600 million) are all key compo-
nents of Group-wide financing. ProSiebenSat.1 Group may use the RCF variably for general oper-
ating purposes. As of December 31, 2016, there was no utilization of the RCF (previous year: no
utilization). In addition, there was no drawing on guarantees, so EUR 600 million under the RCF
was unused at December 31, 2016 (previous year: EUR 600 million). Both the term loan and the RCF
mature in April 2020, the promissory notes in December 2023 (EUR 275 million) and December
2026 (EUR 225 million), respectively.

As of December 31, 2016, ProSiebenSat.1 Group also had cash and cash equivalents of EUR 1.271
billion (previous year: EUR 734 million) and thus had cash funds and unused RCF totaling EUR 1.871
billion (previous year: EUR 1.334 billion) as of December 31, 2016.

As a part of the disclosure of liquidity risks, a maturity analysis is provided for non-derivative
financial liabilities on the basis of remaining contractual maturities and for derivative financial
liabilities based on the expected timing of cash outflows. The undiscounted contractual pay-
ments are disclosed. ProSiebenSat.1 Group assigned expected payments for financial liabilities
as of December 31, 2016, and the previous financial year to the following maturity ranges:

Financial liabilities by maturity 2016 (Fig.179)

Total

contractual

More than More than cash flows

EURmM 1year or less 1-5 years 5 years 12/31/2016
Notes 16 663 == 679
Loans and borrowings 28 2,150 == 2,178
Promissory note 7 28 527 562
Liabilities from finance leases 16 57 4 7
Trade accounts payable 528 70 == 598
Non-derivative financial liabilities 596 2,968 530 4,094
Interest rate swaps 18 15 == 34
Currency forwards 1 == 0 1
Put options and earn-outs 59 276 44 380
Derivative financial liabilities 78 292 44 414

Total 674 3,260 575 4,508
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Financial liabilities by maturity 2015 (Fig. 180)
Total
contractual
More than More than cash flows
EURmM 1year or less 1-5 years 5 years 12/31/2015
Notes 16 63 616 695
Loans and borrowings 22 2,187 =/f= 2,209
Promissory note -/- -/- -/- =/f=
Liabilities from finance leases 16 69 5 90
Trade accounts payable 450 67 == 517
Non-derivative financial liabilities 504 2,386 621 3,511
Interest rate swaps 30 26 == 57
Currency forwards 1 1 == 1
Put options and earn-outs 35 276 == 311
Derivative financial liabilities 65 303 -/- 368
Total 569 2,689 621 3,879

Disclosures on the carrying amounts and market values of financial instruments
The table below shows the carrying amounts and fair values of all categories of financial assets
and liabilities of ProSiebenSat.1 Group. The fair value hierarchy reflects the significance of the
input data used for measurement and is organized as follows:

> (Unadjusted) quoted prices on active markets for identical assets or liabilities (level 1),

> Input data for the asset or liability that are observable either directly (as prices) or indirectly
(derived from prices) but that are not quoted prices as in level 1 (level 2),

> Input data used for the asset or liability that are not based on observable market data

(non-observable input data) (level 3).
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Carrying amounts and fair values of financial instruments 12/31/2016 (Fig. 181)
Category Fair Value
At fair
value Loans
Presented in the through Hedging and Other
Statement of Carrying profit and instru-  receiv- Available  financial
EURmM Financial Position as amount loss ments ables for sale liabilities Level1 Level 2 Level3 Total
Financial assets
Measured at fair value
Financial assets Non-current financial
designated at assets
fair value 21 21 =f= == =/f= == 21 == =/f= 21
Other equity Non-current financial
instruments assets 99 99 -/- -/- -/- -/- -/- -/- 99 99
Derivatives for which  Current and
hedge accountingis  non-current financial
not applied assets 18 18 =f= == == == == 11 7 18
Hedge derivatives Current and
non-current financial
assets 246 == 246 == == ={= =/ff= 246 == 246
Not measured at
fair value
Cash and Cash and cash
cash equivalents' equivalents 1,271 == == 1,271 == =ff=
Loans and Current and
receivables' non-current financial
assets 484 == =ff 484 =//= ==
Other Financial Current and
assets at cost non-current financial
assets 0 =[= == == =/f= ==
Total 2,140 138 246 1,755 == o/~ 21 257 106 384
Financial liabilities
Measured at fair value
Liabilities from put Other financial
options and liabilities
earn-outs 363 363 =fj= == =/f= == =/f= == 363 363
Derivatives for which  Other financial
hedge accountingis liabilities
not applied 32 32 == =/f= =/ff= =f= =/f= 32 =/f= 32
Hedge derivatives Other financial
liabilities 0 == 0 == =/f= == =/f= 0 == 0
Not measured at
fair value
Secured Term Loan  Financial Debt
and other
borrowings 2,091 == == =/fe= == 2,091 == 2,118 == 2,118
Notes Financial Debt 596 ={= =//= == =/ff= 596 637 =//= == 637
Promissory note Financial Debt 498 ={= == == =/f= 498 -/~ 488 -/~ 488
Liabilities from Other financial
finance leases liabilities 72 == == =/f= == 72 =/ff= 77 == 77
Other Financial Other financial
liabilities at liabilities and trade
(amortised) cost' payables 640 =f= == == == 640
Total 4,291 395 0 -/- -/- 3,896 637 2,715 363 3,715

1 The carrying amount is a reasonable approximation of fair value
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Carrying amounts and fair values of financial instruments 12/31/2015 (Fig. 182)
Category Fair Value
At fair
value Loans
Presented in the through Hedging and Other
Statement of Carrying profit and instru-  receiv- Available  financial
EURm Financial Position as amount loss ments ables for sale liabilities Level1 Level 2 Level3 Total
Financial assets
Measured at fair value
Financial assets Non-current financial
designated at fair assets
value 20 20 == == == == 20 == == 20
Other equity Non-current financial
instruments assets 79 79 -/- -/- -/- -/- -/- -/- 79 79
Derivatives for which  Current and
hedge accountingis  non-current financial
not applied assets 18 18 -/- -/- -/- -/- -/- 7 11 18
Hedge derivatives Current and
non-current financial
assets 234 =f= 234 == == ={/= =/f= 234 == 234
Not measured at fair
value
Cash and Cash and cash
cash equivalents' equivalents 734 == == 734 == ==
Loans and Current and
receivables' non-current financial
assets 397 == =ffe 397 == =ff=
Other Financial Current and
assets at cost non-current financial
assets 0 =[= == == =//= =f=
Total 1,482 116 234 1,131 /= =ff= 20 241 89 350
Financial liabilities
Measured at fair value
Liabilities from put Other financial
options and liabilities
earn-outs? 283 283 == =/= == =ff= == =/= 283 283
Derivatives for which  Other financial
hedge accountingis liabilities
not applied 0 0 -/- -/- == == -/- 0 -/- 0
Hedge derivatives Other financial
liabilities 52 == 52 =//= == =ff= -/- 52 == 52
Not measured at
fair value
Secured Term Loan  Financial Debt
and other
borrowings 2,080 =(= =/= =ff= -/- 2,080 == 2,055 == 2,055
Notes Financial Debt 595 =[= == =ff= == 595 616 == =/f= 616
Liabilities from Other financial
finance leases liabilities 82 -/- -/- -/- -/- 82 -/- 87 -/- 87
Other Financial Other financial
liabilities at liabilities and trade
(amortised) cost! payables 599 -/- -/- -/- -/- 599
Total 3,692 283 52 -/- -/- 3,356 616 2,195 283 3,093

1 The carrying amount is a reasonable approximation of fair value
2 Comparative figures per December, 31, 2015, were restated due to the retrospective adjustment of the initial consolidation of Studio 71 LP as of the acquisition date

(see Note 4 "Acquisitions and disposals™)




CONSOLIDATED
FINANCIAL STATEMENTS

Notes

ind financia

Jments in accordance

242

Significant Assumptions and Estimates

In order to measure various financial assets recognized financing rounds or carrying amounts that were
at fair value that are not based on prices listed on active  determined using the income approach and risk-
markets, ProSiebenSat.1 Group uses prices that can adjusted discount rates.

be observed and achieved within the context of recent

The financial assets reported at fair value under the fair value option are shares in investment
funds that are held to cover pension commitments but which do not qualify as plan assets under
IAS 19. The maximum risk of default for the units in investment funds recognized at fair value
through profit and loss corresponds to the market value of this position at December 31, 2016.
The assets are not hedged against a potential counterparty risk since considering the market
conditions this risk is seen as unlikely.

The minority stakes in other entities that the Group acquires as part of its "“media-for-equity” strat-
eqy are reported in other equity instruments. These investments and options to shares in entities
are measured at fair value through profit or loss. Fair value is measured on the basis of observable
prices achieved as part of the most recently implemented financing rounds, if possible and available,
or otherwise on the basis of present value methods using risk-adjusted discount rates. In addition,
the venture capital fund units are reported in this item. Upon initial recognition, these investment
funds are designated at fair value through profit or loss. These are measured on the basis of input
data that cannot be derived directly or indirectly on the market.

In the financial year 2016, the Group also acquired a minority stake in ABOUT YOU GmbH, Hamburg,
as part of its "media-for-equity"” strategy, with a fair value of EUR 11 million as of the acquisition
date and December 31, 2016. A put/call agreement on the transferred shares was reached with the
seller at the same time. The fair values were determined using a binomial model. In the event that
the put option is exercised by ProSiebenSat.1 Group, payment of the exercise price is collateralized
by a written guarantee in favor of ProSiebenSat.1 Group, by the indirect majority shareholder of
ABOUT YOU GmbH.

Derivatives that are not subject to hedge accounting also involve a warrant agreement that
ProSiebenSat.1 Group concluded with Odyssey Music Group S.A., Paris, (Deezer) in the financial
year 2014. The warrant agreement constitutes a financial derivative. The fair value was deter-
mined in the financial year 2015 using a net present value-based method. The Group has received
no reliable planning data for the financial year 2016. Consequently, it switched to a two-stage
measurement process using a multiplier valuation and a Monte Carlo simulation. Changes in the
fair value are essentially dependent on the forecast development in revenues at Deezer and the
correlation with the forecast development in the market for music streaming services. Due to a
change in market conditions and the resulting deviations from the expected business perfor-
mance of Deezer, the fair value of the derivative fell from EUR 10 million as of December 31, 2015,
to EUR 6 million as of December 31, 2016. An increase/reduction in the forecast revenue growth of
15.0% or an increase/reduction in the correlation of 0.15 would not change the fair value signifi-
cantly. These two parameters have non-linear dependencies. This financial derivative is currently
classified as Level 3.
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In addition, the Group holds derivative financial instruments measured at fair value, primarily
for hedging interest rate and currency risks. Instruments with positive market values are re-
ported as assets, those with negative market values as liabilities. Present values on the basis of
risk-free discount rates and standard option pricing models (Blacks or Black-Scholes model) are
used for measurement.

The fair values of cash and cash equivalents, of trade receivables and payables, of current financial
receivables and liabilities, and of RCF and other financial liabilities are approximately equivalent to
their carrying amounts. This reflects the short maturity of such instruments. For this reason no
separate fair value is disclosed.

Financial liabilities measured at fair value comprise liabilities from put options relating to non-
controlling interests in affiliated entities acquired and from earn-out agreements (variable,
usually performance-based, deferred purchase price payments).

Significant Assumptions and Estimates

Contingent purchase price components in business ment date with a debt interest rate of matching term
combinations in the form of put options on shares held and risk. A 5.0% increase/reduction in the underlying
by non-controlling interests are regularly measured at variables, which largely determine the nominal amount,
fair value as of the acquisition date and in subsequent would increase/decrease the fair value as of the report-
periods. Measurement is performed on a transaction- ing date by EUR 17 million/EUR 16 million. In addition, a
by-transact basis and is mainly based on input data change in the interest rate by one percentage point
which are not observable on the market. Multiplication would result in the fair value of these financial liabilities
methods or the income approach are used for the falling by EUR 9 million or increasing by EUR 9 million.
calculation. The cash flows expected on the date the These liabilities are classified as Level 3 financial instru-
options are exercised are discounted to the measure- ments.

The fair values of loans and borrowings, promissory notes and lease liabilities are determined
by discounting the expected future cash flows at the interest rates applicable for similar financial
debt with comparable maturity terms.

The following table shows the reconciliation of the respective fair values to the end of the report-
ing period for the items listed, which are regularly measured at fair value and assigned to Level 3:

Reconciliation of level 3 fair values (Fig.183)

Derivatives, for
which hedge Liabilities from
accounting is not put options and
applied, at fair ~ earn-outs at fair

value through value through

EUR M profit or loss profit or loss

January 1, 2016 11 2832
Results included in income statement as well as in other comprehensive income

(unrealized)' =3 41

Additions from acquisitions 1 46

Disposals/Payments =f= -25

Other changes 0 18

December 31, 2016 7 363

1 This item includes compounding effects and further valuation adjustments.
2 Comparative figures were restated due to the retrospective adjustment of the initial consolidation of Studio 71 LP as of the acquisition date
(see Note 4 "Acquisitions and disposals”)

In the financial years 2016 and 2015, there were neither transfers between Level 1and Level 2 nor
into or out of Level 3 of the fair value hierarchy.

CONSOLIDATED FINANCIAL STATEMENTS
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Offsetting of financial instruments

The derivatives contracted by ProSiebenSat.1 Group are subject to contractual offsetting provi-
sions which do not, however, meet the criteria of IAS 32 for offsetting in the statement of financial
position. They are therefore reported gross in the statement of financial position. There are no
contractual regulations regarding the offsetting of other financial assets and liabilities. The table
below shows the disclosures required on the offsetting of financial instruments in accordance
with IFRS 7. The amounts shown are the fair values calculated without taking into account credit
value adjustments:

Offsetting of financial instruments (Fig. 184)

Financial assets
after offsetting (not
reflected in the statement

Financial liabilities
offset in the
statement of

Financial assets
(gross

Amounts subject

Financial assets to offsetting

EUR M presentation) financial position (net presentation) agreements of financial position)
Derivative financial instruments 12/31/2016 260 =f= 260 -18 242
Derivative financial instruments 12/31/2015 244 == 244 =53 191
Financial assets Financial liabilities

Financial liabilities offset in the Amounts subject after offsetting (not

(gross statement of Financial liabilities to offsetting reflected in the statement

EUR M presentation)  financial position (net presentation) agreements of financial position)
Derivative financial instruments 12/31/2016 33 == 33 -18 14
Derivative financial instruments 12/31/2015 53 =/= 53 -53 =ffe

Share-based payments
ProSiebenSat.1 Group has various programs that fall under the provisions of IFRS 2.

Long Term Incentive Plan (LTIP)

The Long Term Incentive Plan 2010 (LTIP 2010) is a stock option plan that was introduced with
the approval of the Annual General Meeting on June 29, 2010. It represents a share-based pay-
ment to members of management and other selected executives of ProSiebenSat.1 Media SE
and its dependent Group entities. ProSiebenSat.1 Media SE has the option to determine the type
of settlement. The beneficiaries and the number of stock options to be granted were deter-
mined by the Executive Board of ProSiebenSat.1 Media SE with the approval of the Supervisory
Board. Since the Company has no present obligation to settle in cash, the plan is accounted for
as equity-settled. Each stock option carries the right to purchase one common share of
ProSiebenSat.1 Media SE stock in return for payment of an exercise price.

The following table provides the information required under IFRS 2 about the ProSiebenSat.
Media SE stock option program:
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Stock option plans (Fig. 185)
LTIP 2010 LTIP 2010

................... cyc|ezo1o cyc|e2011
As of January 1, 2016 25,500 488,400
Options exercised in 2016! 6,000 336,070
Options expired or forfeited in 2016 19,500 0
As of December 31, 2016 0 152,330
Thereof eligible for exercise as of December 31, 2016 0 152,330
Minimum exercise price in EUR 13.62 17.96
Absolute exercise hurdle in EUR 17.71 23835
Maximum exercise gain 27.24 95,92
Issue periods? August 1to September 1to

November 1 December 22

Fair value per option in EUR? 2.63-4.77 1.64-2.57

Expected volatility of the underlying share

60.0%-65.0%

55.0%-60.0%

Risk-free interest rate®

1.54%-1.90%

0.80%-1.44%

Expected dividend yield

4.0%-5.5%

8.0%

Vesting date*

December 31, 2010

December 31, 2011

End of exercise period

December 31, 2016

December 31, 2017

1 In 2016 no options were settled in cash (2015: O options).

2 Issue in several tranches,

3 Depending on when vesting occurs and exercise date.

4 Earliest end of vesting period for the first fifth of the issued options (each additional fifth is one year later).

In the financial year, an expense of EUR O million was recognized in connection with the LTIP 2010
(previous year: EUR 1 million). Stock options outstanding at the end of the financial year have an
average remaining duration of one year.

Group Share Plan

As of December 31, 2016, a total of four programs exist at ProSiebenSat.1 Media SE with the Group
Share Plans 2013 to 2016. In the context of these plans, beneficiaries are granted rights to virtual
shares ("performance share units" or "PSUs") after a four-year vesting period. These are long-term
remuneration instruments developed by ProSiebenSat.1 Media SE for members of the Executive
Board and other selected executives and employees of ProSiebenSat.1 Group. The Annual General
Meeting approved the introduction of the Group Share Plan on May 15, 2012. The individual benefi-
ciaries and the number of PSUs to be granted to them are determined by the Executive Board of
ProSiebenSat.1 Media SE, subject to the approval by the Supervisory Board, or — if the Executive
Board members themselves are concerned — by the Supervisory Board.

The structures of the plans are identical in many aspects. For this reason, on several occasions
below they are referred to as one plan. However, where there are differences, these are described
separately. The Plans constitute share-based bonus arrangements for which ProSiebenSat.1
Media SE has the option to settle using equity instruments or cash. By resolution of March 11, 2016,
the Supervisory Board of ProSiebenSat.1 Media SE exercised this option and resolved to settle the
Group Share Plans in cash. As a result, the accounting for the Group Share Plans was changed
from "equity settlement"” to “cash settlement"” in the first quarter of 2016 and the amounts previ-
ously recognized in capital reserves for the Group Share Plans from 2012 to 2015 were reclassified
to other non-current provisions and other current liabilities respectively. The expired Group Share
Plan 2012 was paid out in full in the second quarter of 2076.

In the fourth gquarter of the financial year 2016, members of the Executive Board and other
selected executives and employees of ProSiebenSat.1 Group were again granted rights to shares
in the form of a new Group Share Plan 2016. The basic structure and mechanisms to exercise the
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rights largely correspond to those of the Group Share Plans 2013 to 2015. The Group Share Plan
2016 is accounted for in accordance with cash settlement requirements.

The other current provisions for the Group Share Plan 2013 amounted to EUR 12 million as of De-
cember 31,2016 (previous year: none). The other non-current provision for the Group Share Plans
2014 to 2016 amounted to EUR 20 million as of December 31, 2016 (previous year: none) (see Note
25 "Other provisions").

Measurement, minimum hurdles and performance target

The PSUs are measured at fair value. This generally corresponds to the market value of the under-
lying shares. The conversion factor with which PSUs are converted into cash after the end of the
holding period depends on the achievement of EBITDA and net income performance targets that
have been determined in advance and may vary between 0% and 150 % (performance-related cap).
If the share price, at the time the conversion factor is defined, exceeds the share price when the
PSUs were issued by more than 200 %, the conversion factor is further reduced so that a price in-
crease above the threshold of 200% does not result in a further increased value of the PSUs
(price-related cap). As the shares do not carry entitlement to receive dividends during the plan term,
the fair value is reduced by the time value of the dividends expected. The corresponding dividend
deductions were derived from ProSiebenSat.1 Group's dividend history. A quarter of the PSUs
granted vests after the end of each year of the holding period.

Payments in cash that plan participants receive for each PSU at the end of the four-year plan term
depend on the respective targets achieved. To reflect individual performance, the Supervisory
Board can change the conversion rate of virtual shares into cash for the Executive Board by a factor
of plus/minus 25.0% for the respective Group Share Plan. In addition, the number of PSUs is ad-
justed if a superdividend is distributed using a corresponding dilution ratio. The conversion factor
and a potential superdividend dilution ratio are applied when the performance share units are con-
verted into cash.

The following table contains key information about the particular Group Share Plans of
ProSiebenSat.1 Group:

Group share plans (Fig.186)

GSP 2012 GSP 2013 GSP 2014 GSP 2015 GSP 2016
Performance Share Units as of January 01,
2016 448,205 328,780 336,270 153,018 ==
Performance Share Units granted in 2016 == == == == 288,324
Performance Share Units forfeited in 2016 =f= 2,361 3,886 8,946 11,778
Performance Share Units settled in 2016 448,205 =f= == == ==
Performance Share Units as of
December 31, 2016 -/- 326,419 332,384 144,072 276,546
November September September December December
Grant date 1, 2012 09, 2013 15, 2014 1, 2015 15, 2016
Vesting period 2012 until 2015 2013 until 2016 2014 until 2017 2015 until 2018 2016 until 2019

The net personnel expenses attributable to the financial year 2016 from the performance share
units issued were EUR O million (previous year: EUR 8 million).

Other share-based payment programs

In addition, the Group has further share-based remuneration programs, such as the employee
share program “MyShares”. The remuneration component of these programs, however, is consid-
ered immaterial by ProSiebenSat.1 Group.
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Related party transactions

For ProSiebenSat.l Group, related parties as defined by IAS 24 are persons or entities having
control or a significant influence over ProSiebenSat.1 Group, or over which ProSiebenSat.1 Group
has control or a significant influence.

As of the reporting date, the members of the Executive Board and Supervisory Board of
ProSiebenSat.1 Media SE as well as associates and joint ventures of ProSiebenSat.1 Group were
defined as related parties.

Executive Board and Supervisory Board

The members of the Executive Board and Supervisory Board of ProSiebenSat.1 Media SE, together
with their memberships on other statutorily required supervisory boards and comparable bodies,
are listed in the notes to the consolidated financial statements in the "Members of the Executive
Board" and "Members of the Supervisory Board" sections. Details of the system of compensation
for members of the Executive Board and the Supervisory Board of ProSiebenSat.1 Media SE are
explained in more detail in the "Compensation report” of the combined management report.

The Executive Board of ProSiebenSat.1 Media SE was expanded by two members within the first
half of the year 2016. On March 1, 2016, Jan David Frouman was appointed to the Executive Board
of ProSiebenSat.1 Media SE. He is in charge of the newly created Executive Board department
Content & Broadcasting, which comprises the TV activities with all station brands and the Group's
content strategy in Germany, Austria and Switzerland. He also remains in charge of the Red Arrow
Entertainment Group's global production business as CEO and Chairman. Christof Wahl was
appointed to the Executive Board of ProSiebenSat.1 Media SE as of May 1, 2016. Christof Wahl is in
charge of Digital Entertainment (see Note 2 "Segment reporting"”) and also acts as Chief Operat-
ing Officer (COO) for ProSiebenSat.1 Group.

In its press release as of October 4, 2016, the Company announced that CFO Dr. Gunnar Wieden-
fels will leave the Executive Board of ProSiebenSat.1 Media SE at his own request as of March 31,
2017. The CFO's employment contract ends on March 31, 2017. No termination benefits were
agreed. Due to the cancellation of expiring shares in the long-term share-based payment plan
(Group Share Plan) and in the Mid Term Incentive Plan, the obligations previously recognized for
this purpose were proportionately derecognized in the amount of EUR 0.9 million. In addition,
pension commitments of immaterial amounts expired.

On June 1, 2017, Dr. Jan Kemper will be appointed to the Executive Board as Chief Financial Officer
(CFO) of ProSiebenSat.1 Media SE.

Dr. Christian Wegner and the members of the ProSiebenSat.1 Supervisory Board have agreed not
to extend his Executive Board contract and to terminate it with a severance agreement as of
December 31, 2016. The severance agreement includes a severance payment of EUR 3.0 million, of
which EUR 0.7 million was recognized as a provision and a sum of EUR 2.3 million was already paid
out as of December 31, 2016.

Sabine Eckhardt was appointed to the Executive Board of ProSiebenSat.1 Media SE as Chief Com-
mercial Officer (CCO) as of January 1, 2017 (see Note 35 "Events after the reporting period").

Seven Ventures GmbH, a subsidiary of ProSiebenSat.1 Media SE, entered into a general agreement
for compensated advertising services with Heilpflanzenwohl AG, Pfaffikon, Switzerland, as of July
7, 2016. Heilpflanzenwohl AG is a subsidiary of BetterLife Healthcare AG, Schwyz, Switzerland, in
which the Chairman of the Executive Board of ProSiebenSat.1 Media SE, Thomas Ebeling, and his
family members collectively hold an interest of 50%. The share of BetterLife Healthcare AG in
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Heilpflanzenwohl AG amounts to 80%. As part of this general agreement Heilpflanzenwoh! AG
acquires TV advertising time from Seven Ventures GmbH in return for monetary consideration.
The general agreement ends as of December 31, 2019. The delivery of compensated advertising
services is subject to separate agreements to be concluded until December 31, 2019. These sepa-
rate agreements can have a duration of up to three years. By December 31, 2016, one separate
agreement had been concluded. Advertising services with a gross media volume of EUR 0.4 mil-
lion were rendered in this connection in the financial year 2016. The revenue potential from the
general agreement amounts up to EUR 40 million for ProSiebenSat.1 Group, depending on the
used TV advertising time. In addition, there is a potential revenue participation for Seven Ventures
GmbH for utilization of material rights for advertised products. The delivery of TV advertising
services takes place on prevailing market terms. The prevailing market terms were confirmed by
a third-party opinion. The agreement is also in line with the requirements defined by the Super-
visory Board of ProSiebenSat.1 Group for private investments of Executive Board Members.
Thomas Ebeling was not involved in the negotiation of the general agreement and the respective
approval by the Executive Board.

Christof Wahl, who has been a member of the Executive Board of ProSiebenSat.1 Media SE since
May 1, 2016, held an indirect interest of 50 % in Executive Interim Partners GmbH, Grinwald, in the
first half of the year. In this period, ProSiebenSat.1 Group received interim management services
from Executive Interim Partners GmbH based on a contractual agreement. Christof Wahl signifi-
cantly reduced his interest in the first half of the year 2016 to ensure that the related party rela-
tionship no longer existed as of June 30, 2016. ProSiebenSat.1 Group received services amounting
to EUR 29 thousand from Executive Interim Partners GmbH from the date Christof Wahl joined the
Executive Board on May 1, 2016, until the end of the first half of the year 2016.

The members of the Executive Board participate in a ProSiebenSat.1 Media SE stock option plan
(Long Term Incentive Plan or LTIP) (see Note 31 "Share-based payments"). In the financial year
2016, the Executive Board of ProSiebenSat.1 Media SE exercised 82,000 stock options issued
under the LTIP 2010, which had been granted to the respective Board members before their
accession to the Executive Board.

In the Group Share Plan ("GSP"), members of the Executive Board are issued performance share
units (see Note 31 "Share-based payments"). At the end of the financial year 2016, the members
of the Executive Board held a total of 183,017 PSUs from the Group Share Plan 2016, 82,020 PSUs
from the Group Share Plan 2015, 83,388 PSUs from the Group Share Plan 2014 and 81994 PSUs
from the Group Share Plan 2013.

Another multi-year variable compensation component, the Mid Term Incentive Plan (MTIP), was
introduced in the financial year 2015. This involves a mid-term remuneration instrument to be paid
out in cash for members of the Executive Board and other selected executives of ProSiebenSat.1
Group. The MTIP has a three-year plan term starting in the financial year 2016. The payment
amount depends on recurring EBITDA achieved by ProSiebenSat.1 Group by the end of the plan
term in addition to the achievement of certain minimum thresholds for revenues and recurring
EBITDA during the plan term. The target value, i.e. the value that is granted to the Executive Board
if 100 % of the target has been achieved, is EUR 1.5 million for Thomas Ebeling and EUR 1.0 million
for Dr. Gunnar Wiedenfels, Conrad Albert, Dr. Christian Wegner, Dr. Ralf Schremper, Jan David
Frouman and Christof Wahl respectively. Dr. Christian Wegner stepped down from the Executive
Board as of December 31, 2016. His employment contract, which would have had been effective
until December 31, 2017, also ended effective December 31, 2016. Under the Mid Term Incentive
Plan, Dr. Christian Wegner was allocated an amount worth EUR 1.0 million with a plan term from
2016 to 2018. Based on the agreement in his severance agreement, this amount was paid out on a
pro rata basis for 2016 and 2017, i.e. for the period until the end of the term of his employment
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contract, amounting to EUR 0.7 million on the termination date. The remaining amount of EUR 0.3
million expired without compensation. Dr. Gunnar Wiedenfels will leave the Executive Board at his
own request on March 31, 2017; his employment contract ends effective March 31, 2017. Due to the
early termination of his employment contract before the end of the plan term, all of the entitle-
ments of Dr. Gunnar Wiedenfels under the Mid Term Incentive Plan expired without compensation.

In the financial year 2016, the members of the Executive Board acquired 45,450 shares in the Com-
pany (previous year: no transactions). The relevant transactions were published on ProSiebenSat 1
Group's website (www.prosiebensatl.com) in accordance with section 15a of the German Securities
Trading Act (Gesetz Uber den Wertpapierhandel — WpHG).

ProSiebenSat.1 Media SE has recognized pensions provisions totaling EUR 11.3 million (previous
year: EUR 11.5 million) for pension commitments made to active members of the Executive Board
for the financial year 2016. This includes pension provisions for deferred compensation of EUR 8.6
million (previous year: EUR 8.1 million). As of December 31, 2016, pension commitments for former
members of the Executive Board, including provisions for Dr. Christian Wegner, amounted to EUR
14.4 million (previous year: EUR 11.4 million). This includes pension provisions for deferred compen-
sation of EUR 5.6 million (previous year: EUR 4.8 million).

Claims to retirement benefits accrued by Executive Board members in office in the financial year
2016 totaled EUR 12.5 million as of December 31, 2016 (previous year: EUR 13.5 million). This includes
claims from deferred compensation of EUR 9.2 million (previous year: EUR 9.1 million). Equivalent
claims to annual retirement benefits for Executive Board members in office in the financial year
2016 amounted to EUR 0.7 million (previous year: EUR 0.6 million). This includes claims from deferred
compensation of EUR 0.5 million (previous year: EUR 0.5 million).

Claims to retirement benefits accrued by former Executive Board members including Dr. Christian
Wegner totaled to EUR 8.0 million in the period under review (previous year: EUR 5.1 million). This
includes claims from deferred compensation of EUR 2.2 million (previous year: EUR 1.4 million).
Equivalent claims to annual retirement benefits for former Executive Board members amounted
to EUR 0.8 million (previous year: EUR 0.7 million). This includes claims from deferred compensa-
tion of EUR 0.3 million (previous year: EUR 0.3 million). Pension payments of EUR 0.4 million (pre-
vious year: EUR 0.3 million) were made to former members of the Executive Board in the financial
year 2016. Funds have been endowed to guarantee these pension claims which, however, are not
classified as plan assets because the relevant requirements are not fulfilled.

The Company has not extended loans, guarantees or warranties to the members of the Executive
Board.

Compensation paid to members of the Executive Board of ProSiebenSat.1 Media SE in office in the
financial year 2016 amounted to EUR 15.2 million in the reporting period (previous year: EUR 12.4
million). These figures include a variable component of EUR 10.8 million (previous year: EUR 9.0
million) and fringe benefits of EUR 0.2 million (previous year: EUR 0.1 million). The variable com-
pensation includes annual and multi-year variable compensation.

Total compensation for former members of the Executive Board amounted to EUR 6.0 million in
the financial year 2016. In the previous year, former members of the Executive Board received
compensation of EUR 3.2 million.

With the exception of the MTIP, GSP and pension entitlements, payments to the Executive Board
are all payable in the short term.
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Expenses for the Supervisory Board of ProSiebenSat.1 Media SE amounted to EUR 1.5 million in the
reporting period (previous year: EUR 1.4 million). The members of the Supervisory Board receive
a fixed compensation. The Chairman and Vice Chairman of the Supervisory Board receive two
and a half times and one and a half times the amount of this fixed base figure respectively. The
Supervisory Board members receive fixed annual compensation for annual membership in the
individual committees. The Committee Chairman receives additional compensation for his activi-
ties. In addition, members of the Supervisory Board receive a separate meeting honorarium for
each meeting attended in person. The Supervisory Board Chairman receives one and a half times
the standard meeting honorarium.

Members of the Supervisory Board received no remuneration or other consideration for personal
services, especially consulting and mediation services, during the financial year 2016 and the
previous year.

In the financial year 2016, the members of the Supervisory Board acquired 12,449 shares in the
Company (previous year: acquisition of 2,345 shares). The relevant transactions were published
on ProSiebenSat.1 Group's website (www.prosiebensatl.com) in accordance with section 15a of the
German Securities Trading Act (WpHG).

Altogether, the current members of the Executive Board and Supervisory Board directly hold
65,244 (previous year: 157,345) shares in ProSiebenSat.1 Media SE as of December 31, 2016. This is
equivalent to 0.0 % of the share capital (previous year: 0.1%).

For information on the individual remuneration of members of the Executive Board and the
Supervisory Board in line with section 314 (1) no. 6a sentences 5 to 9 of the German Commercial
Code, please refer to the disclosures in the compensation report, which forms part of the com-
bined management report.

Associates and joint ventures

ProSiebenSat.1 Media Group conducts transactions with some of its joint ventures and associates in
the normal course of business. In these transactions, the Company buys and sells products and
services on prevailing market terms.

Revenues from the sale of goods and the rendering of services as well as other income from trans-
actions with associates in the financial year 2016 amounted to EUR 130 million (previous year: EUR
119 million). Goods and services received and other expenses relating to transactions with associates
in the financial year 2016 amounted to EUR 33 million (previous year: EUR 28 million).

As of December 31, 2016, receivables from associates amounted to EUR 23 million (previous year:
EUR 16 million). Liabilities to associates amounted to EUR 10 million (previous year: EUR 9 million).

Transactions with joint ventures were only of subordinate importance for the Group as of December
31, 2016.

Professional fees of the independent auditor

The professional fees for the services of the auditor, KPMG AG Wirtschaftsprifungsgesellschaft,
totaled EUR 4.7 million in the financial year 2016 (previous year: EUR 4.7 million). Of that total, EUR
3.2 million (previous year: EUR 2.3 million) relates to audit services for the financial statements,
EUR 0.2 million (previous year: EUR 0.4 million) to other attestation services, EUR 0.2 million (pre-
vious year: EUR 0.5 million) to tax advisory services and EUR 1.1 million (previous year: EUR 1.5
million) to other services. The disclosures relate exclusively to the independent legal entity of the
appointed auditor, KPMG AG Wirtschaftsprafungsgesellschaft.
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Corporate governance

In March 2016, the Executive Board and Supervisory Board of ProSiebenSat.1 Media SE jointly
issued its annual declaration of compliance with the German Corporate Governance Code, as re-
quired under section 161 of the German Stock Corporation Act (AktG), and made it permanently
available to the shareholders of ProSiebenSat.1 Media SE on the Group's website (www.prosieben-
satl.com).

Events after the reporting period

Appointment to the Executive Board

Sabine Eckhardt was appointed to the Executive Board of ProSiebenSat.l Media SE as Chief
Commercial Officer (CCO) as of January 1, 2017. She is responsible for the SevenOne Media busi-
ness with innovative, cross-media advertising products and for the new customer business of
the ProSiebenSat.1 marketer. In addition, she is driving the realization of Group-wide synergy
potential through closer interplay between ad sales, digital commerce activities and data man-
agement. In this context, she has also assumed executive responsibility for the Group's Seven
Ventures business in the Digital Ventures & Commerce segment.

Capital increase at Studio71

By agreement and effective as of January 11, 2017, the media groups TF1SA, Boulogne-Billancourt,
France (TF1), and Reti Televisive Italiane S.p.A., Milan, Italy (Mediaset), each acquired a minority
stake in ProSiebenSat.1 Digital Content LP (Studio71) as part of a capital increase. Following the
capital increase, ProSiebenSat.1 Group retains approximately 70 % of the shares in Studio71. With
its subsidiaries, the company aggregates the Group's online video business. Put options for the
buyback of the shares were agreed with both TF1 and Mediaset. As ProSiebenSat.1 Group has an
unconditional obligation to meet the terms of the put options as of exercise date, the consolida-
tion percentage used on the basis of the present ownership is still 100.0 %.

As part of the transaction, ProSiebenSat.1 Group also acquired a minority stake in Finder Studios
SAS, Paris, France, a French multi-channel network in which TF1 already held shares.

Planned acquisition of ATV broadcasting group

ProSiebenSat.1 Group is planning to acquire a 100.0% stake in ATV Privat TV GmbH & Co KG, Vienna,
Austria. The relevant agreements were signed on February 6, 2017. The acquisition is subject to the
approval of the responsible cartel authorities. ATV is an Austrian broadcasting group and operates
the Austrian television stations ATV and ATV2. The purchase price per IFRS 3 is based on an enter-
prise value in the amount of EUR 28 million.



CONSOLIDATED
FINANCIAL STATEMENTS

Notes
35 Events a

fter the reporting

252

Further events after the closing date

No further reportable events materially impacting the earnings, financial position and performance
of ProSiebenSat.1 Group or ProSiebenSat.1 Media SE occurred between the end of the financial year
2016 and the date of the release of this report for publication.

Release date for publication

The Executive Board of the Company shall approve the consolidated financial statements for publi-
cation and submission to the Supervisory Board on February 20, 2017. The consolidated financial
statements will be presented to the Supervisory Board for approval on March 13, 2017. They will be
published on March 16, 2017.

February 20, 2017
The Executive Board
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Summary of key accounting policies

a) Basic principles

The recognition, measurement and presentation policies, as well as the explanations and informa-
tion regarding the consolidated financial statements for the financial year 2016, are substantially
applied consistently. For information regarding the change of presentation for hedge ineffective-
ness expenses, please refer to Note 11 “Interest result.”

The consolidated income statement is presented using the cost-of-sales method.

The consolidated financial statements are based on the principle of historical cost, except for
those items, especially such as certain financial instruments, that are recognized at fair value.

Foreign currency translation

Transactions in foreign currencies are translated at the relevant exchange rates as of the trans-
action date. In subsequent periods, monetary assets and liabilities are measured at the spot rate as
of the end of the reporting period, and translation differences are recognized in profit or loss.
Non-monetary items that were measured at historical cost in a foreign currency are translated
using the exchange rate at the date of the transaction.

Financial statements of subsidiaries and entities accounted for using the equity method in countries
outside the Eurozone are converted using the functional currency concept. For subsidiaries, the
functional currency is determined on the basis of the primary environment in which they conduct
their business activities. This is generally the currency in which cash is generated and consumed.

Financial statements not denominated in euro are converted using the modified reporting date
method, under which items of the income statement are converted using the average exchange
rate for the year. Equity is converted at historical exchange rates, while asset and liability items are
converted at the closing rate as of the reporting date. Any currency translation differences resulting
from the conversion of financial statements in foreign currencies are added to or charged against
accumulated other comprehensive income, outside profit or loss. In the case of the disposal of the
relevant subsidiary, such translation differences are recognized in profit and loss.

b) Consolidation methods

The consolidated financial statements of ProSiebenSat.1 Media SE include all material subsidiaries.
ProSiebenSat.1 Media SE controls an investee if it has power over the investee. This means that it has
existing rights that give it the current ability to control the relevant activities. The latter are activities
with a significant influence on the investees' returns. Moreover, ProSiebenSat.1 Media SE is directly
or indirectly, via the respective parent entity, exposed to the variable returns from its investment in
the investee or holds rights to these and is able to influence these returns using its power over the
investee.

One (previous year: five) subsidiary with suspended or only minor business activities, which is only
of subordinate importance for presenting a fair picture of the earnings, financial position and per-
formance as well as the cash flow of ProSiebenSat.1 Group, was not consolidated. As no active mar-
ket exists for this entity and its fair value cannot be reliably measured without incurring unreason-
able expense, it is recognized in the consolidated financial statements at cost, where necessary
including impairment. The equity and earnings after taxes of this entity are less than 1% of the
consolidated equity and less than 1% of the consolidated net profit of ProSiebenSat.1 Group.
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Profits and losses, revenues, income and expenses deriving from transactions between consoli-
dated entities as well as receivables and liabilities amongst consolidated entities are eliminated. The
consolidation procedures take into account deferred income tax effects if such tax effects are likely
to reverse in later financial years. Where required, deferred tax assets and liabilities are offset
against one another. Capital is consolidated by eliminating the carrying amount of the investments
against the share of equity held in the subsidiary.

In accordance with IFRS 3, initial consolidation takes place via the acquisition method, eliminating
the acquisition cost against the fair values of the acquired, identifiable assets and the assumed
liabilities and contingent liabilities as of the acquisition date. The intangible assets of the acquired
entities identified as part of the purchase price allocation are valued by independent external
appraisers. Identified goodwill results from the positive differences between the purchase prices
paid and the fair values of the assets acquired and liabilities assumed, taking into account deferred
taxes. Goodwill is determined in the functional currency of the acquired entity. Non-controlling
interests are measured as of the acquisition date with the corresponding share in the identifiable
net assets of the acquired entity. Changes in the Group's share in a subsidiary that do not result in
a loss in control are accounted for as equity transactions.

Goodwill acquired in a business combination is allocated to the cash-generating unit or group of
cash-generating units that is or are expected to profit from the synergies deriving from the business
combination as of the acquisition date. This also represents the lowest level at which goodwill is
monitored for internal management purposes. These are the operating and reportable segments
Broadcasting German-speaking, Digital Entertainment, Digital Ventures & Commerce and Content
Production & Global Sales. On disposal of cash-generating units or parts thereof or as part of an
internal reorganization, goodwill at the time of disposal or transfer is allocated on the basis of rela-
tive values to the units being disposed of by the Group and those being retained.

When calculating the fair value of assets identified within the context of the purchase price alloca-
tion, the following methods are primarily used. Unless specified otherwise, the carrying amount of
the relevant assets is approximate to their fair value.

Determination of fair value in the context of the purchase price allocation (Fig.187)

Intangible assets Measurement method

Brands Relief from Royalty Method

Customer relationships and other contractual relationships Multi-period Excess Earnings Method

Non-compete agreements Excess profit method

Technologies Reproduction cost method and Relief from Royalty Method
Order Backlog Multi-period Excess Earnings Method

Films, series, shows in production Multi-period Excess Earnings Method

If, by acquiring further shares in an associate or joint venture, ProSiebenSat.1 Media SE obtains
control of the entity, the entity is to be fully consolidated from the time control is obtained. The
fair value of the previously held investment is to be regarded as part of the acquisition cost for the
new subsidiary. The difference between the fair value and the carrying amount determined using
the equity method is recognized in profit or loss.
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Investments in entities over which ProSiebenSat.1 Group exerts or can exert significant influence
("associates”) or which are jointly controlled with other investors ("joint ventures”) are to be ac-
counted for using the equity method in accordance with IAS 28 "Investments in Associates and
Joint Ventures." The use of the equity method is discontinued from the date at which the signifi-
cant influence or joint control ends. Where relevant indications exist, the carrying amount of the
investment is tested for impairment, and if applicable an impairment loss to the lower recoverable
amount is recognized. There is no price quoted on active market for the entities measured using
the equity method.

The financial year of ProSiebenSat.1 Media SE and all fully consolidated entities is the calendar
year.

¢) Individual accounting policies

Summary of significant measurement methods (Fig. 188)

Item Measurement method
ASSETS
Goodwill At cost (subsequent measurement: impairment test)

Other intangible assets with indefinite useful lives At cost (subsequent measurement: impairment test)

Other intangible assets with finite useful lives At (@mortized) cost

Property, plant and equipment At (amortized) cost

Programming assets At (@mortized) cost

Investments accounted for using the equity method Equity method

Financial assets

Loans and receivables At (@mortized) cost

Held to maturity Not applicable

At fair value with the resultant gains and losses recognised directly
in equity or (in exceptional cases) at cost

Available for sale

At fair value through profit or loss At fair value through profit or loss

Held for trading/derivatives At fair value through profit or loss

Cash and cash equivalents At cost
LIABILITIES AND PROVISIONS

Loans and borrowings At (@mortized) cost

Provision for pensions Projected unit credit method

Other provisions At settlement value (discounted if non-current)

Financial liabilities At (@amortized) cost or fair value respectively

Other liabilities At settlement value (discounted if non-current)

Revenues

ProSiebenSat.1 Group's revenues are mainly advertising revenues derived from the sale of adver-
tising time. Advertising revenues are presented net of early payment discounts, agency commis-
sions, cash discounts and value-added tax. Television advertising revenues are considered real-
ized when the relevant advertising spots are broadcast.

CONSOLIDATED FINANCIAL STATEMENTS
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Advertising revenues also include revenues from the sale of digital offerings of external providers.
For this purpose, ProSiebenSat.1 Group acquires rights to use advertising licenses in order to sell
the digital offerings of external providers, such as online advertising space. Revenues are recog-
nized when advertising space is sold.

The recognition of variable revenue components from revenue shares ("media-for-revenue") de-
pends on ProSiebenSat.1 Group's ability to reliably estimate such revenues. In this case, the required
target achievement documentation of the contractual partner must be available to the Group in
order to recognize this variable component as revenues.

At ProSiebenSat.l Group, barter transactions are primarily concluded as countertrade trans-
actions in the context of marketing advertising times. Revenues from such barter transactions
are considered revenue-generating transactions only when dissimilar goods or services are
exchanged, and the amount of the proceeds and costs, as well as the economic benefit, can be
clearly measured. If advertising time is exchanged for goods or products, revenues are measured
using the fair value of the goods or services received, provided this can be determined reliably. If
advertising time is exchanged for advertising time, revenues are determined using the fair value
of the advertising time provided.

If advertising services are agreed in return for the acquisition of shares in other entities ("media for
equity"), the obligation for broadcasting the agreed advertising spots is initially recognized as a
credit entry (deferred revenues) to reflect the equity stake capitalized and recognized as revenues
when the agreed advertising spots are broadcast. Shares acquired in this context are accounted for
at fair value.

Revenues from online agency services rendered by the Group in the "Digital Ventures & Commerce"
segment in the areas of car rentals, travel, insurance, events, energy supply, mobile communica-
tions, broadband telephony or HD television via its "online price comparison portals" are recognized
when the service has been rendered, if the amount of revenues and the associated costs can be
measured reliably and if it is probable that the economic benefits associated with the transaction
will flow to the Group. The affected Group companies act as agents as defined by IAS 18, thus only
the commissions to be received are recognized as revenues. The relevant transactions are subject
to statutory and voluntary cancellation and rescission requirements. If reliable information on
cancellation or rescission rates is available, the Group generally recognizes the corresponding
commissions on the transfer of customer data to the partner rendering the relevant primary
service; otherwise, revenues are recognized when the partner starts performing the service or
when the contract commences.

Revenues from the production of programming content (Content Production & Global Sales seg-
ment) are recognized using the percentage-of-completion method, provided the projected reve-
nues can be estimated reliably. The stage of completion is determined by the relation between
actual costs incurred and estimated total costs of the contract. Applied to the projected revenues
of the respective contract, this results in revenues being recognized in the relevant period. In case
total revenues cannot be estimated reliably, revenues are recognized only to the extent of costs
incurred. Contract costs are recognized as expenses in the period in which they occur. If it is ex-
pected that total contract costs will exceed contract revenues, the expected loss is recognized
immediately as an expense.

For further information, please refer to Note 5 "Revenues.”
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Operating expenses

The various types of operating expenses are allocated to the individual functions based on the
functional area of the relevant cost center. Depreciation, amortization and impairments on intan-
gible assets and property, plant and equipment are included in functional costs based on the use
of these assets.

Earnings per share

Earnings per share correspond to consolidated net profit attributable to the shareholders of
ProSiebenSat.1 Media SE divided by the weighted average number of shares outstanding during
the financial year.

To calculate diluted earnings per share, the average number of shares outstanding is adjusted by
the number of all potentially dilutive shares. At ProSiebenSat.1 Group, these dilution effects arise
from the issuance of stock options on common shares under the Long Term Incentive Plans and
from rights to shares (please refer to Note 31 "Share-based payments"). Diluted earnings per
share are calculated under the assumption that all potentially diluting shares and share-based
remuneration plans that are in the money are exercised.

Intangible assets and goodwill
Acquired goodwill is recognized at cost less accumulated impairment losses.

Acquired intangible assets are capitalized in accordance with IAS 38 if the future economic benefits
from the asset are expected to flow to the Company and the cost of the asset can be determined
reliably. Unless an asset has an indefinite useful life, it is amortized, and where applicable, impaired.

Intangible assets include acquired rights to use advertising licenses in order to sell the digital offer-
ings of external providers. These are capitalized in the amount of the fixed purchase price of the
acquired advertising inventory. These are subject to amortization over the term of the contract.

Internally generated intangible assets are capitalized under IAS 38 if they are identifiable, it is
expected that the future economic benefits will flow to the Company and the cost of the asset can
be measured reliably. In determining the production costs, a distinction is made between research
and development costs, with the former being expensed as incurred. In addition to the criteria
described above, development costs are capitalized solely in cases where the product or process
are realizable from a technical and economic perspective. The completion of the development as
well as the usage or sale afterwards have to be ensured and intended both technically and finan-
cially. The marketability of the product or process also needs to be demonstrated. In the case of
program formats developed in-house, this generally occurs only at a very late stage in the pro-
cess, if the format can be placed successfully with a buyer. Format development expenses thus
generally do not fulfill the capitalization requirements of IAS 38.

In the current and comparative financial years, non-controlling interests were measured as of the
acquisition date with their corresponding share in the identifiable net assets of the acquired entity.
The option to use the full goodwill method, available on a transaction-by-transaction basis, was
neither exercised in the current nor the comparative financial year.

For further information, please refer to Note 16 "Goodwill” and Note 17 "Other intangible assets.”
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Property, plant and equipment

Property, plant and equipment are measured at acquisition or production cost, less usage-based
depreciation and, if necessary, impairments. The cost of internally created property, plant and
equipment includes not only direct costs, but also the portions of overhead costs directly attri-
butable to production. There are currently no qualifying assets of property, plant and equipment
as defined by IAS 23 within the Group. For this reason, borrowing costs are recognized in profit or
loss in the period in which they occur.

For further information, please refer to Note 18 "Property, plant and equipment.”

Leases

IAS 17 defines a lease as an agreement whereby a lessor conveys to the lessee the right to use an
asset for an agreed period of time in return for a payment or a series of payments. A distinction
is made between finance leases and operating leases. Leases are classified as finance leases if
substantially all the risks and rewards incidental to ownership of an asset are transferred to the
lessee. All other leases are classified as operating leases.

For finance leases, the leased assets and the associated liabilities are recognized at fair value at
the commencement of the lease term or, if lower, the present value of the lease payments. Depre-
ciation is recognized on a straight-line basis over the shorter of the lease term or the expected
useful life. Payment obligations resulting from finance leases are recognized as financial liabilities
and subsequently measured applying the effective interest rate method.

Lease payments for operating leases are recognized as expenses in the functional costs of the
income statement and on an accrual basis.

For further information, please refer to Note 18 "Property, plant and equipment,” Note 26 "Finan-
cial liabilities" and Note 29 "Other financial obligations.”

Investments accounted for using the equity method

On the date significant influence or joint control is attained, investments in associates or joint
ventures accounted for using the equity method are recognized at cost in the consolidated state-
ment of financial position. The carrying amount of the investment includes, where applicable,
assets identified within the context of the purchase price allocation in addition to liabilities assumed
and contingent liabilities as of the acquisition date and goodwill as a positive difference between
these amounts. In subsequent periods, the carrying amount is adjusted to reflect the pro-rata
changes in equity of the investee in addition to the subsequent measurement of the assets iden-
tified and the liabilities assumed and contingent liabilities within the context of the purchase price
allocation. Dividends received from entities accounted for using the equity method reduce their
carrying amounts. The pro-rata comprehensive income of the relevant entities attributable to
ProSiebenSat.1 Group is reported in the consolidated income statement as “Income from invest-
ments accounted for using the equity method.”

For further informatio n, please refer to Note 12 “Result from investments accounted for using the
equity method and other financial result” and Note 19 “Investments accounted for using the equity
method.”
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Programming assets

Feature films and series are capitalized as of the beginning of the license term. Commissioned
productions are capitalized as broadcast-ready programming assets on formal acceptance. Until
being broadcast, sports rights are included in advance payments. The assets are initially recog-
nized at cost.

Consumption of licenses and commissioned productions intended for multiple broadcasts (runs)
commences at the start of the first broadcast, and depends on the number of runs permitted or
planned respectively. Broadcasting-related consumption is measured using a declining-balance
method according to a standardized Group-wide matrix which reflects the expected audience
reach potential relating to the respective broadcast. Commissioned productions intended for only
one run and sports rights are fully consumed as of their broadcasting.

Impairments on programming assets are recognized if it is not expected that the costs are recov-
erable by future revenues. Relevant indicators may include worse recovery opportunities, changes
in the advertising environment, adaptation of programming due to changing target group tastes,
media law restrictions on the usability of films, expiry of licenses prior to broadcasting, or the
discontinuation of commissioned productions.

If there are indications for a potential impairment on programming assets, broadcasts no longer
meeting the asset criteria or having limited usability are fully impaired. The assessment of the
recoverable amount of the remaining programming assets takes place at the level of genre-based
program groups. To the extent that their carrying amounts exceed expected future revenues,
impairments are recognized. A genre is the unit in which cash flows are generated independently
of other programming assets, as individual genres are tailored to target audience groups and
advertising customers book advertising for their products around certain genres. Titles contained
in a genre are viewed as a homogeneous mass; the individual titles are essentially interchange-
able.

For further information, please refer to Note 20 "Programing assets.”

Impairments of other non-financial assets

In accordance with IAS 36, an entity must review assets with a finite useful life for impairment if
there are indications that those assets may be impaired. Moreover, other intangible assets with an
indefinite useful life, other intangible assets not yet ready for use or advance payments thereon, and
goodwill must be tested for impairment annually. A test is also performed whenever there is any
indication that an asset might be impaired.

In the event of an impairment, the difference between the amortized carrying amount and the
lower recoverable amount is recognized as an expense in profit or loss. Impairments are allocated
to the relevant functional costs. Impairments on goodwill resulting from purchase price allocations
are recognized in other operating expenses. The same applies to impairments on other intangible
assets resulting from purchase price allocations if they cannot be appropriately allocated to func-
tional costs. If there is evidence that the reason for the impairment no longer exists, the impairment
loss is reversed (except in the case of goodwill). The reversal cannot result in an amount exceeding
amortized cost.
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The amortized carrying amount of the asset is compared with the recoverable amount, which is the
higher of an asset's fair value less costs to sell and its value in use. The value in use is the present
value of future cash flows expected to arise from the continuing use of the asset.

The recoverable amount is determined for each individual asset, unless an asset generates cash
inflows that are not largely independent of those from other assets or other groups of assets or
cash-generating units. In these cases, the impairment test is performed at the relevant level of
cash-generating units to which the asset is attributable.

The Company normally determines the recoverable amounts using measurement methods based
on discounted cash flows. In the case of cash-generating units, ProSiebenSat.1 Group first deter-
mines the relevant recoverable amount as value in use, which it compares with the respective car-
rying amounts, including allocated goodwill in the case of impairment tests on goodwill, and includ-
ing the allocated brands in the case of impairment tests on brands with indefinite useful lives. These
discounted cash flows are based on five-year projections of financial plans approved by manage-
ment. Cash flows beyond the detailed planning period are extrapolated using individual growth
rates, which however do not exceed the inflation expectations for the respective units. The most
important assumptions underlying the changes in value in use concern future cash flows, estimated
growth rates, tax rates and weighted average cost of capital.

For further information, please refer to Note 16 "Goodwill,” Note 17 "Other intangible assets" and
Note 18 "Property, plant and equipment.”

Financial instruments

Arm's length purchases and sales of financial assets are accounted for as of the settlement date.
The Group derecognizes a financial asset if the contractual rights to cash flows from an asset ex-
pire or if the Group transfers the rights to receive cash flows in a transaction that also transfers
all material risks and opportunities connected with the ownership of the financial asset. Financial
liabilities are derecognized if the contractual obligations are settled, canceled or have expired.
When adjusting loan terms or extending terms, the Group assesses whether these represent sub-
stantial modifications as defined by IAS 39.

Financial assets are offset and presented in the statement of financial position as a net value if the
Group has a current legal right to set off the reported amounts against each other and the inten-
tion is either to settle on a net basis or to settle the associated liability simultaneously with the
realization of the asset. ProSiebenSat.1 Group currently has netting agreements for derivative
financial instruments, but presentation on a net basis in the statement of financial position is not
possible under IAS 32.

Measurement of financial instruments
Financial assets and liabilities are recognized initially at fair value. For financial assets subsequently
not recognized at fair value through profit or loss, transaction costs attributable to the acquisition
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are also capitalized on initial recognition. For financial assets subsequently recognized at fair value
through profit or loss, transaction costs are recognized in profit or loss directly in the period in
which they are incurred.

Financial assets and liabilities are subsequently measured at amortized cost or at fair value.
Amortized cost is determined using the effective interest rate method. The fair value of a financial
instrument reflects the amount that would be received to sell the asset or paid to transfer the
liability in an orderly transaction between market participants on the measurement date. The fair
value is generally equivalent to the market or exchange value. If there is no active market, the fair
value is measured using a financial valuation technigue (for example, by discounting the future
cash flows at the market interest rate). If the fair value of financial instruments cannot be deter-
mined reliably, the financial instruments are measured at cost.

In accordance with IAS 39, a reqgular assessment is made as to whether there is substantive ob-
jective evidence of impairment of a financial asset or a portfolio of financial assets. After an
impairment test, any necessary impairment loss is recognized in profit or loss.

The measurement of financial investments held by ProSiebenSat.1 Group is explained below for
the following individual categories:

Loans and receivables

Financial assets classified as loans and receivables are measured at amortized cost, applying the
effective interest rate method, less impairments. Impairments of trade receivables are recog-
nized in separate allowance accounts. In the valuation process, adequate allowances have been
made, on the basis of objective evidence and values developed through experience, to cover
known risks by valuation adjustments.

Financial assets measured at fair value through profit or loss

In addition to financial assets held for trading purposes, this category also includes financial
assets designated at fair value through profit or loss on initial recognition, under what is known as
the fair value option. Exceptions are equity instruments for which no market prices are quoted on
active markets, and whose market values cannot be measured reliably. Fair value is determined
on the basis of the type of instrument, depending on the marketability of the instrument, using a
three-level fair value hierarchy. The fair value option is furthermore subject to the condition that
its exercise must eliminate or significantly reduce an accounting mismatch, the financial instru-
ment contains one or more embedded derivatives, or that the portfolio of financial instruments is
managed on a fair value basis.

Financial assets available for sale

Investments in equity instruments and debt instruments are classified as financial assets that are
available for sale. These are accounted for at fair value if this value can be determined reliably.
Equity instruments for which no price is quoted on an active market, and whose fair value cannot
be determined reliably, are measured at acquisition cost.
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Financial liabilities

With the exception of derivative financial instruments and contingent consideration in the context
of business combinations (put options, earn-out provisions), financial liabilities are measured at
amortized cost, applying the effective interest rate method. Term loans are recognized on the
basis of their notional total, at amortized cost less issuing and financing costs. These costs are
distributed over the term of the liability using the effective interest rate method. Contingent con-
sideration in the context of business combinations is classified under liabilities at fair value on
initial consolidation. Subsequent measurement also takes place at fair value, with changes being
recognized in profit and loss.

Derivative financial instruments and hedge accounting

Derivative financial instruments are recognized as financial assets or financial liabilities at their
fair value in the statement of financial position, irrespective of the purpose or intent for which the
transaction was entered into. The fair value of derivative financial instruments is determined by
discounting future cash flows at the market interest rate, and by other recognized methods of
financial valuation technigques, such as option pricing models. Derivative financial instruments are
recognized as of their trading date. The fair value of interest rate swaps is generally zero initial
recognition. With interest rate options the fair value is the value of the option premium paid. Sub-
sequently interest rate swaps and interest rate options are recognized in the statement of finan-
cial position at their market values as financial assets or other financial liabilities. The fair value of
forward exchange transactions and currency options is also usually zero on initial recognition.
Subsequently, forward exchange transactions are recognized in the statement of financial posi-
tion at their market values as financial assets or financial liabilities. The valuation of derivative
financial instruments includes specific counterparty credit risks.

If a clear hedging relationship can be formally designated and documented, it is accounted for in line
with the requirements of IAS 39 on hedge accounting. Under hedge accounting, the recognition of
changesinthe market values of the relevant derivatives depends on the type of hedging relationship.
If the hedge is a cash flow hedge, as is currently exclusively the case at ProSiebenSat.1 Group, the
changes in market value of the effective portion of the derivative are initially recognized separately
in other comprehensive income and are not recognized in profit or loss until the hedged item is re-
alized. The ineffective portion is recognized immediately in profit or loss. To hedge currency risks on
future license payments, hedge gains or losses accumulated in equity are transferred from equity
at the commencement of the license, i.e. when the hedged item is capitalized, and the acquisition
costis increased or decreased accordingly.

ProSiebenSat.1 Group compiles and manages the identified hedged items and hedging instruments
in so-called hedge books. The effectiveness of the hedging relationship is measured regularly. If a
hedging relationship does not meet, or no longer meets, the requirements of IAS 39, hedge account-
ing is terminated. After the termination of a hedging relationship, the amounts recognized in other
comprehensive income are recognized in profit or loss as the results of the hedged items affect
profit or loss.

For further information, please refer to Note 21 “Financial receivables and assets,” Note 22 “"Other
receivables and assets,” Note 23 “Shareholders' equity”, Note 26 “Financial liabilities" and Note 30
"Further notes on financial risk management and financial instruments in accordance with IFRS 7."
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Cash and cash equivalents

Cash and cash equivalents are short-term, highly liquid financial investments that can be con-
verted into cash amounts at any time and that are subject only to minor risks of fluctuation in
value. Cash and cash equivalents are measured at cost, with amounts in foreign currencies being
translated at the end of the applicable reporting period.

Provisions for pensions

Differences between assumptions and actual events, as well as changes in actuarial assumptions
for measuring defined-benefit pension plans, result in actuarial gains and losses. These remea-
surement effects are recognized in other comprehensive income taking into account deferred
taxes in the period in which they occur. As a result the statement of financial position shows the
full extent of the obligations, avoiding fluctuations in results which can particular occur due to
changes in the calculation parameters. The actuarial gains and losses recognized in the respec-
tive reporting period are presented separately in the statement of comprehensive income. In
subsequent periods such items are not reclassified to the income statement.

For further information, please refer to Note 24 "Provisions for pensions.”

Share-based payments

ProSiebenSat.1 Group's share-based payments (stock options and rights to shares) exclusively
comprise payment plans that contain options for ProSiebenSat.1 Media SE to determine the mode
of settlement, using either equity or cash, which is exercised in accordance with the intended form
of remuneration. The remuneration plans to be settled in shares are measured at fair value at the
grant date. The fair value of the obligation is recognized as personnel expenses in functional costs
over the vesting period; the corresponding credit entry is to capital reserves. The fair value of
remuneration plans to be settled in cash is recognized as personnel expenses in liabilities over the
vesting period. The liability is remeasured at every reporting date and the settlement date on the
basis of fair value and changes are recognized in profit or loss.

For further information, please refer to Note 23 “Shareholders' Equity" and Note 31"“Share-based
payments.”

Other provisions

In accordance with IAS 37, provisions are recognized if a present legal or constructive obligation
to third parties exists as a result of a past event, if outflows of economic resources are expected,
and if the amount can be determined reliably. They are recognized at full cost, in the amount of
the most probable outcome of the obligation, taking into account experiential values. Non-current
provisions are recognized as of the reporting date at the present value of expected settlement
amounts, taking estimated increases in prices or costs into account. Discount rates are regularly
adjusted to prevailing market interest rates.

The Company measures provisions for onerous contracts at the lower of the expected cost of
fulfilling the contract and the expected cost of terminating the contract minus any revenues

expected from the contract.

For further information, please refer to Note 25 "Other provisions.”
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Income taxes

Income taxes comprise the taxes levied on taxable profits in the individual countries, and changes
in deferred tax items. Income taxes are recognized on the basis of the terms of law in effect or
substantively enacted as of the reporting date, in the amount that will presumably have to be paid.
In accordance with IAS 12, deferred taxes are recognized for tax-deductible or taxable temporary
differences between the carrying amounts of assets and liabilities under IFRS and their tax bases,
as well as for consolidation measures and for claims for tax reductions due to loss carry-forwards
that can presumably be recovered in subsequent years. This does not include goodwill. The calcu-
lation is based on the tax rates expected in the various countries at the realization date. These are
generally based on the terms of law in effect or substantively enacted as of the reporting date.

Deferred tax assets are netted against tax liabilities to the extent they are owed by and to the
same tax authority, and so far as the Company is legally entitled to offset current tax refund
entitlements and tax liabilities against one another. These are reported as non-current assets and
liabilities and are not discounted. If the items underlying the temporary differences or tax expenses
and income are recognized in other comprehensive income, the same applies to the relevant
current taxes and deferred tax assets and liabilities.

For further information, please refer to Note 13 “Income taxes" and Note 23 "Shareholders' Equity.”

Statement of Cash Flows

The statement of cash flows shows how cash and cash equivalents have changed as a result of
cash inflows and outflows during the period. In accordance with IAS 7, cash flows are distin-
guished between operating activities, investing activities and financing activities. The funds cov-
ered by the statement of cash flows include all cash and cash equivalents shown in the statement
of financial position with terms of not more than three months, subject only to minor risks of
fluctuation in value. Cash is not subject to restrictions.

Cash flows from investing and financing activities are calculated using the direct method. On the
other hand, cash flows from operating activities are derived indirectly from consolidated net
profit. In this indirect derivation, the changes of the relevant statement of financial position items
relating to operating activities are adjusted for effects from foreign currency translation and
from changes to the scope of consolidation. For this reason, the changes of the statement of
financial position items cannot be reconciled with the relevant figures of the consolidated state-
ment of financial position and the segment key figures.

In line with IAS 7.31and IAS 7.35, payments of taxes and interest as well as receipts of interest are
presented in the cash flow from operating activities.
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Changes in reporting standards

a) Recently implemented reporting standards

The initial application of the new standards and interpretations and amendments to standards
and interpretations published by the IASB and endorsed by the European Commission for use in
the European Union whose application was mandatory in the reporting period did not have mate-
rial effects on the earnings, financial position and performance of ProSiebenSat.1 Group.

b) Reporting standards yet to be implemented
The financial reporting standards published by the IASB and described below were not yet effec-
tive in the past financial year and were therefore not adopted early by ProSiebenSat.1 Group.

> In July 2014, the IASB issued the final version of IFRS 9 “Financial Instruments.” This version
replaces the previous IAS 39 standard “Financial Instruments: Recognition and Measurement”
and all previously published versions of IFRS 9 and was adopted into European Law on November
29, 2016. Initial application of IFRS 9 is mandatory for financial years beginning on or after Janu-
ary 1, 2018. There are no plans to exercise the option to early-adopt this standard. The Group is
analyzing the effects of the initial application of IFRS 9 on the consolidated financial statements
as of December 31, 2018 as part of a Group-wide project. In this context, the following areas that
may be affected by an implementation of IFRS 9 were identified as of December 31, 2016:

Classification and measurement of financial instruments

Oninitial recognition, financial assets are classified as assets "to be measured at fair value" and
"to be measured at amortized cost" depending on the business model and the contractual cash
flows of the relevant financial instruments. Depending on their categorization, the financial
assets are subsequently measured either at amortized cost or at fair value. Changes in fair
value are to be reported in the income statement or in other comprehensive income. The
requirements for derecognizing financial assets and liabilities and the general accounting for
financial liabilities were mainly taken over from IAS 39. The changes to the classification may
result in changes for ProSiebenSat.1 Group in the case of financial assets and liabilities classi-
fied as "loans and receivables” or "other financial liabilities” under IAS 39. In addition, the num-
ber of financial instrument categories may increase. We do not expect this change to have a
material impact on the measurement of financial assets and financial liabilities, with the excep-
tion of the change in the impairment model for financial assets described below.

Impairment of financial assets

The requirements for recognizing impairments on financial assets, which are now based on an
expected loss model, are fundamentally new. In contrast to IAS 39, financial assets are to be
allocated to various risk categories based on the expected probability of default in the past and
future. Credit allowances are to be recognized before losses are incurred. At ProSiebenSat.1
Group, this model may result in the earlier recognition of impairments, particularly on trade
receivables and contractual assets from commissioned productions.
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Hedge accounting

IFRS 9 also adds new hedge accounting requirements, which are more strongly focused on re-
flecting operational risk management. Based on the current stock of financial instruments, this
may result in conversion effects from the accounting for foreign currency derivatives that are
part of designated hedging relationships at ProSiebenSat.1 Group.

All conversion effects mainly depend on the stock of financial instruments and prevailing
economic conditions in the financial year 2018. For this reason, the guantitative effects of
the implementation of IFRS 9 cannot be reliably assessed at this time. The Group will publish
detailed information on the effects of initial application over the next twelve months.

By issuing IFRS 15 “Revenue from Contracts with Customers” in May 2014, the IASB revised the
requirements for the timing and amount of revenues to be recognized in the future. First-time
application of the standard is mandatory for financial years beginning on or after January 1,
2018. ProSiebenSat.1 Group has no plans to apply this at an earlier date. It was adopted into
European law on October 29, 2016. IFRS 15 replaces the previous requirements of IAS 18 "Reve-
nue," IAS 11 "Construction Contracts" and a range of revenue-related interpretations. Leases,
financial instruments and insurance contracts are scoped-out of IFRS 15.

Under the new standard, the recognition of revenues shall reflect the transfer of the goods or
services promised to the customer with the amount equivalent to the consideration that the
entity is expected to receive in exchange for these goods or services. Revenues are recognized
when the customer obtains control over the goods or services.

In April 2016, the IASB published clarifying amendments to IFRS 15 which must also be applied in
financial years starting on or after January 1, 2018. These amendments clarify various require-
ments of the standard and offer some additional transition relief. The clarifications are expected
to be adopted into European law in the first half of 2017.

ProSiebenSat.1 Group is analyzing the developments and effects of IFRS 15, including the
clarifying amendments in a Group-wide project and has dealt with the analysis of existing
processes, systems and contracts in addition to the modeling of the revenue recognition
process.

No material changes are expected in the consolidated financial statements with regard to the
recognition of advertising revenues or revenues from commissioned productions. The follow-
ing business areas that may see changes in the recognition of revenues due to the switch to
IFRS 15 have been identified:

License revenues

For revenue recognition, IFRS 15 distinguishes between a right to access and a right to use
licenses. Based on the respective classification, changes may occur in the timing of the rec-
ognition of licensing revenue.
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Multi-component contracts

Under IFRS 15, the transaction price must be allocated on the basis of stand-alone selling
prices. Thus, if the transaction price is allocated differently, this may result in changes to the
recognition of revenues.

It is currently impossible to assess the quantitative effects of the application of IFRS 15 on the
consolidated financial statements. The Group will publish further information on its exact
effects over the next twelve months.

> In January 2016, the IASB published the accounting standard IFRS 16 “Leases.” The new
standard specifies that all leases and the associated contractual rights and obligations are
generally to be recognized in the statement of financial position of the lessee. As a result,
lessees are no longer subject to the requirement to classify leases as operating or finance
leases under IAS 17. For leases, the lessee recognizes a liability for lease obligations to be in-
curred in the future. Correspondingly, the right-of-use asset is capitalized, which generally
corresponds to the present value of future lease payments plus directly attributable costs,
and is amortized over its useful life. At ProSiebenSat.1 Group, these new requirements pri-
marly affects lease agreements currently classified as operating leases.

ProSiebenSat.1 Group is analyzing the effects of the application of IFRS 16 in a Group-wide
project involving existing processes, systems and agreements. The following categories of
leases have been identified for which agreements previously recognized as operating leases
may be accounted for as leases as defined by the new standard as a result of the changeover
to IFRS 16: Real estate, technical equipment, vehicles and other leased assets. The existing
agreements for satellite and transponder capacity are expected to continue being accounted
for as service agreements.

First-time application of the standard is mandatory for financial years beginning on or after
January 1, 2019. IFRS 16 is expected to be adopted into European law in the second half of 2017.
ProSiebenSat.1 Group is currently planning to apply IFRS 16 early, starting from the financial
year 2018, together with IFRS 9 and IFRS 15. It is currently impossible to reliably assess the
quantitative effects of the application of IFRS 16 on the consolidated financial statements.
The Group will publish further information on its exact effects over the next twelve months.



