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PART |
Item 1. Business
Overview

NeuLion, Inc. (“NeuLion,” “we,” “us” or “our”) is a leading technology service provider delivering live and on-demand content to Internet-enabled devices. Through our
cloud-based end-to-end solution, we build and manage private, interactive digital networks that enable our customers to provide a destination for their subscribers to view and interact
with their content. We were incorporated on January 14, 2000 under the Canada Business Corporations Act and were domesticated under Delaware law on November 30, 2010. Our
common stock is listed on the Toronto Stock Exchange (“TSX”).

Our core business and business model has evolved from a provider of professional information technology services and international programming to a provider of
customized, end-to-end interactive, video services for awide range of professional and collegiate sports properties, cable networks and operators, content owners and distributors, and
telecommunication companies. Shifts in consumer behavior drive technology reguirements, and our technology empowers our customers to capitalize on the growing consumer
demand for viewing video content on multiple types of Internet-enabled devices. Our technology enables delivery to a range of Internet-enabled devices, including personal
computers, laptops, mobile devices, gaming consoles, tablets, Internet-enabled TV's, third-party set top boxes (“STBs'), standard TV sets that have Internet-connected STBs and other
Internet-enabled consumer accessories. Our platform offers an end-to-end service, which includes content management, subscriber management, digital rights management, billing
services, app creation, content delivery and advertising substitution.

Customer Relationships
Our businessis broken into four main market sectors: professional sports; college sports; TV Everywhere; and other.
Professional Sports

Through our comprehensive end-to-end platform, we provide our sports programming content partners with the ability to deliver live and on-demand content. We maintain
distribution and technology service agreements with leading professional sports properties as well as with the sports networks ESPN and Big Ten Network. Among professional sports
leagues, we count the National Football League (NFL), the National Hockey League (NHL), the National Basketball Association (NBA), Ultimate Fighting Championship (UFC), Major
League Soccer (MLS), the American Hockey League (AHL), the Canadian Football League (CFL), the Western Hockey League (WHL), the Ontario Hockey League (OHL) and the
Central Hockey League (CHL). Although they are not professional leagues, we aso include the following clients in this category: the British Columbia Hockey League (BCHL), the
Central Canadian Hockey League (CCHL), the Alberta Junior Hockey League (AJHL), the Central Junior Hockey League (CJHL) and the Manitoba Junior Hockey League (MJHL).

College Sports

We provide our college partners with a suite of digital services that includes delivery of live and on-demand content, web publishing, digital ticketing, donor management, e-
commerce and advertising solutions. We are a premier partner for National Collegiate Athletic Association (NCAA) colleges and universities and have agreements in place with over
150 colleges, universities or related sites, including Duke University, the University of Oregon, Louisiana State University, Mississippi State University, Arkansas State, Nebraska
University, Texas A&M University, the Big 12 Conference and the Southern Conference.

TV Everywhere
NeuLion also provides a “TV Everywhere” digital solution that allows cable networks and operators, entertainment companies, movie aggregators and multichannel program

distributors (“MVPD”s) to deliver their live and on-demand content to multiple devices outside the traditional pay-TV outlet. We maintain distribution and technology service
agreements with Dish Networks, the Independent Film Channel, Univision, Sky Angel, Rogers Sportsnet, Outdoor Channel, TV G Network, CBC, Zon Multimediaand KyLinTV, Inc.
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Our relationships are primarily business-to-business (“B2B"), with a small portion of TV Everywhere being business-to-consumer (“B2C”). B2B relationships have been our
primary focusin the past and are expected to be our focusin the future. Our B2B relationships generally involve providing an end-to-end solution to a customer to enable that customer
to deliver its content, by way of adigital platform built for that customer, to its end users. A B2B customer typically aggregates the content, negotiates the licensing rights and directly
markets the availability of the content. This customer avails itself of our full servicesin delivery to its end users. This type of relationship is typical of our professional and college
sports partners and our TV Everywhere agreements.

Other

Our B2C relationships are oriented to the individual consumer. We have signed content distribution agreements with our B2C partners in exchange for revenue share or
royalty payments to such partners. We then market the content on one (or more) of the proprietary targeted websites that we have developed that are focused on a specific
community. We often aggregate the content into bundles or packages of similar interest. For example, through our subsidiary Talfazat, we focus on the Middle East community, and
through our subsidiary TV-Desi, we focus on the South Asian community. Weincur marketing expensesin promoting the availability of such content directly to customers.

The United States and Canada are the principal marketsin which our sales occur.
Services
The services we offer evolve with shiftsin consumer behavior. Our platform’s complete, cloud-based end-to-end solution includes the following:

e interactivetelevision video player design and devel opment;

e signal capture, encoding and transcoding;

e content delivery network (CDN) integration and management, which involves directing data to multiple hubs around the world to provide faster access to content for end
users,

live video editing and tagging, which involves clipping highlights to make them available for viewing in real time;

content management, which involves preparing and formatting of various digital and analog TV and video formats for streaming over the Internet to multiple platforms;
subscriber management, including authorizing and controlling subscriber accounts;

security and digital rights management, which preserves the integrity of the content and protectsit from unauthorized access;

billing services that enable customers to view subscription accounts and provide pay-per-view transactional billing and payment processing;
app creation, which is the development of custom applications for multiple devices;

delivery of streamed audio, video and other multimedia content;

game highlights and alerts;

advertising integration and substitution, which involves adding digital advertising into streamed video players;

quality of service monitoring;

customer support services;

Internet marketing servicesto drive traffic to our customers' digital destinations;

social mediaintegration, which involves the connection of social networks such as Facebook and Twitter to online viewing experiences;
reporting and analytics;

user authentication services;

onlineticketing;

facilitating online merchandise sales;
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e auction engines (e.g., for jerseys and tickets); and
o marketing and advertising sales.

We endeavor to offer our customers all of the services they need to satisfy the demands of their consumers.
Distribution Methods
We distribute content through two primary methods:

o Internet-enabled browser-based devices, including:

personal computers and laptops;

mobile devices such as the iPhone, BlackBerry and Android;

gaming consoles such as Sony PS3 and Xbox;

tablets such astheiPad;

Internet-enabled TV s such as those manufactured by Samsung and LG;
third-party set top boxes (STBs), including Roku and Boxee; and

other Internet-enabled consumer accessories; and

e standard television sets through use of our Internet-connected STBs.

Both of our distribution methods take advantage of the public Internet. As a result, content delivered by NeuLion is available globally and is potentially unlimited in reach and
interactive functionality.

Revenue

We earn revenue in two broad categories: services revenue and eguipment revenue. Services revenue accounts for the majority of our revenue and includes setup fees,
monthly and annual fees, and variable fees. Equipment revenue includes the rental, sale and shipping of STBs to content partners and/or end users as well as computer hardware
sales. Our revenue streams are described in detail under Item 7 below under the heading “ OPERATIONS.”

Competition

The extraordinary technology investment required to deliver live and on-demand content to any Internet-enabled device has created high barriers to entry into this
market. Nonetheless, various types of both direct and indirect competitors present themselves across the professional sports, college sports and TV Everywhere market sectors of our
B2B business. Direct competition has arisen from the internal technical teams of our prospective customers with new increased accessibility to Internet video technology, incumbent
software companiesin the front-end video player software space, consulting and technology reseller companies, and small niche technology companies.

First, we face direct competition from the internal technology teams of companies that are not, at the core, technology companies, as various appliances, components, and
services of video streaming technology are becoming increasingly accessible for their use. This is especially true in the case of fixed line telecommunications and mobile telephony
companies who offer or plan to offer video services, as they typically possess the technical resources required to develop such technologies in-house even though they may not have
thistype of expertise at present.

Second, we are seeing increasing competition directly from software and, to a lesser extent, hardware companies that were not previously active in our markets. These
technology companies are developing more and more video technology tools to enable media companies to deliver content over the Internet themselves. Further, companies such as
Microsoft and Adobe are aggressively pushing their end user video player technologies into the digital video market to attempt to acquire a portion of the revenues available
there. Though we partner with these types of businesses, they will sometimes develop online video solutions for top tier partners to both showcase and secure the use of their own
video player technologies.
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Third, an increasing number of small competitors are focusing on only one piece of the digital video delivery process, such as content encoding, streaming or
monetization. These types of companies often initially develop a deep expertise in one niche component of the digital video ecosystem, and we expect them to continue to increase the
breadth of their offerings.

Finally, we also see indirect competition from media technology companies, such as Hulu or Netflix, who develop their own technologies internally and then distribute and
monetize the entertainment and international programming of other content owners across different devices. Our prospective customers who are content producers or aggregators (such
as TV networks and studios) may elect to license and distribute their content viathese types of third party platformsinstead of building out their own platform with our technology.

To distinguish our product line from our competitors' offerings, we seek to be the de facto al-in-one interactive video solution provider for our customers. Our key
differentiator is our ability to provide a complete, integrated, end-to-end solution with the most comprehensive suite of Internet video delivery services available, as many companiesin
our markets offer far narrower choices of services than we do. Our suite of technology and other services is directed at the entire spectrum of content distribution: aggregation;
delivery; monetization; support and maintenance; and services that support continued business growth for our partners. Further, a cornerstone of our service is our ability to design,
develop and launch interactive and social TV experiences far more advanced than those of our competitors. Because of our deep experience in the market and our commitment to and
investment in research and development, our enterprise platform is able to accommodate the largest (and smallest) of clients with any variety of needs. Ultimately, we strive to meet
every customer’s needs and partner with them across product linesto get them to market quickly and monetize their assets to their fullest potential.

Customer Dependence

As at December 31, 2011, two customers accounted for 11% and 14% of accounts receivable, respectively, together accounting for an aggregate of 25% of accounts
receivable. For the year ended December 31, 2011, one customer accounted for 13% of revenue. There were no significant concentrations of accounts receivable or revenue in 2010 or
2009.

Seasonality
Our sports content business is seasonal because demand for such programming corresponds to the seasons of the sports for which we stream content.
Regulation

Governments and regulatory authorities in some jurisdictions in which our subscribers reside or our content originates may impose rules and regulations regarding content
distributed over the Internet. Regulatory schemes can vary significantly from country to country. We may be subject to broadcasting or other regulations in countries in which we
have subscribers or from which our content partners distribute their live linear feeds to us, and we may not be aware of those regulations or their application to us. Further,
governments and regulatory authorities in many jurisdictions regularly review their broadcasting rules and policies, including the application of those rules and policies to new and
emerging media.

Traditional over-the-air and cable television broadcasting businesses are generally subject to extensive government regulation and significant regulatory oversight in most
jurisdictions, including many of the countries from which our content originates and many of the countries into which we distribute our content to subscribers. Regulations typically
govern the issuance, amendment, renewal, transfer and ownership of over-the-air broadcast licenses, cable franchise licenses, competition and cross ownership and sometimes also
govern the timing and content of programming, the timing, content and amount of commercial advertising and the amount of foreign versus domestically produced programming. In
many jurisdictions, including the United States and Canada, there are also significant restrictions on the ability of foreign entities to own or control traditional over-the-air television
broadcasting businesses. We are not aware of any regulationsin any of the jurisdictionsin which our subscribers reside that would require us to be licensed to distribute content over
the public Internet.
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United States and Canada

In the United States, we may fall within the statutory definition of an MV PD, making us subject to the provisions of the Communications Act of 1934, as amended, and Federal
Communications Commission (“FCC”) regulations applicable to MVPDs. In August 2008, the FCC sought comments regarding whether regulatory fees should be imposed on IPTV
service. “IPTV” refers to the distribution of streamed audio, video and other multimedia content over a broadband network. The FCC, however, has not ruled whether providers of
IPTV content over the Internet are MV PDs, and as such, we do not consider that the statutory and regul atory requirements of MV PDs apply to us. If we were found to be an MVPD, we
would be required to: scramble any sexually explicit programming we distributed (currently, we do not distribute any such programming); provide “closed caption” for programs we
offered subscribers; comply with certain FCC advertising regulations (including advertising loudness rules, which may require report filing and investment in monitoring hardware and
software); face possible exposure to state and local franchise registration or regulation; and comply with the FCC’s equal employment opportunity rules. We generally would not be
required to secure approval to deliver IPTV content over the public Internet to subscribers residing in the United States. In addition, the FCC's “net neutrality” rule, which requires
transparency and prohibits blocking and unreasonable discrimination by broadband service providers, is under legal challenge by some broadband service providers and members of
Congress. Should efforts to overturn the rule prove successful, broadband service providers could impose restrictions on bandwidth and service delivery that may adversely impact
our download speeds or ability to deliver content over those facilities.

In Canada, our activities are affected by the Broadcasting Act (Canada). The Canadian Radio-television and Telecommunications Commission (“CRTC”) is an independent
public organization that regulates and supervises the Canadian broadcasting and telecommunications systems. The CRTC uses the objectives in the Broadcasting Act to guide its
policy decisions. In October 2009 the CRTC issued Broadcasting Order CRTC 2009-660, committing the regulator to a “New Media Exemption Order” under which the CRTC will
continue to refrain from regulating most aspects of audiovisual content made available and delivered over the Internet, or delivered using other point-to-point technology and received
by way of mobile devices (the“New Media Exemption Order”). This exemption, originally slated to be reviewed by mid-2014, refrains from requiring Canadian ownership and control, or
thelicensing, of undertakings engaged in such activities, among other matters.

Under the current New Media Exemption Order, there are two conditions which create exceptions to the scope of this exemption. The first condition is an increased role in
monitoring the development of markets in audiovisual content on the Internet. This condition does not currently apply to our activities in Canada, although the CRTC indicated in
Broadcasting Regulatory Policy CRTC 2010-582 that it may decide to extend these requirements to undertakings like ours. The second condition is an anti-discrimination rule against
the exercise of an “undue preference,” which is the provision by a party who controls new media distribution of unduly preferential access to its platforms and customer base. The
scope of the undue preference rule was considered by the CRTC (Broadcasting Notice of Consultation CRTC 2010-783). Subsequently, the CRTC set out its regulatory framework for
vertical integration in Broadcasting Regulatory Policy CRTC 2011-601. The CRTC issued a code of conduct for commercial arrangements and interactions between broadcasting
distribution undertakings (BDUs), programming undertakings and new media exempt undertakings.




Table of Contents

Due to rapid technological developments, the CRTC issued a Notice of Consultation, 2011-344 (the “Consultation 2011-344"), asking for broad public commentary on
developments in “new media” and “over-the-top” (“OTT”) programming. Part of the purpose of the Consultation 2011-344 was to investigate whether and how non-Canadian
companies should support Canadian cultural programming, as ordered by a Standing Committee of the 40th Parliament. In Consultation 2011-344, the CRTC also stated that it has been
monitoring the development of broadcasting in new media, adding that OTT programming accessed over the Internet is increasingly available to consumers at attractive price points.
The results of this fact-finding exercise were inconclusive. The CRTC stated that it considers that the record of the fact-finding exercise demonstrates that significant change is under
way in the communications sphere, with potential for further change. However, according to the CRTC, the evidence does not demonstrate that the presence of OTT providers in
Canada and greater consumption of OTT content is having a negative impact on the ability of the system to achieve the policy objectives of the Broadcasting Act or that there are
structural impediments to a competitive response by licensed undertakings to the activities of OTT providers. Given the fast pace of change in this environment, the CRTC has stated
that it intends to maintain awatching brief on OTT, and conduct financial data collection and another fact-finding exercise in May 2012 to determine if the scenarios put forth by parties
with respect to potential regulatory impacts and opportunities have materialized. It istoo early to tell what regulatory changes, if any, may result from Consultation 2011-344, but issues
noted for comment could have a future impact on our operations.

The CRTC has also initiated Broadcasting Notice of Consultation CRTC 2011-805, “Call for comments on proposed amendments to the Exemption order for new media
broadcasting undertakings — provisions relating to vertical integration”. The CRTC, through this process, is seeking comments on proposed wording changes to the New Media
Exemption Order that implement the CRTC's regulatory framework relating to vertical integration. The CRTC, in previous decisions, determined that no person operating under the New
Media Exemption Order may offer programming designed primarily for conventional television or specialty, pay or video-on-demand services on an exclusive or other preferential basis
in a manner that is dependent on the subscription to a specific mobile or retail Internet access service. Rights for such programming shall be acquired on terms that allow the
programming to be made available to competitors as part of alicensing agreement, or other such arrangements, thereby ensuring the availability of the programming to consumers of
competing distributors on fair and reasonable terms. The CRTC stated that this approach will ensure that the most popular programming is available to consumers subject to normal
commercial terms and that consumers will be able to receive their preferred programming from avariety of distributors. The CRTC, through its published regulatory policies, has also set
out a number of determinations designed to ensure fair treatment for independent broadcasting distribution and programming services that must compete against vertically integrated
competitors. However, to encourage innovation in programming, the CRTC concluded that exclusivity may be offered for programs that are created specifically for new mediaplatforms.

Our operations are also affected by CRTC rules adopted under the Telecommunications Act (Canada) that prevent Internet access providers from discriminating against traffic
transmitted to and from our users under the Internet Traffic Management Practice (“ITMP") regulatory framework issued in Telecom Regulatory Policy CRTC 2009-657. The ITMP
framework regulates how Internet access providers handle traffic on the public Internet. The ITMP framework: prohibits content-blocking; requires detailed prior public notice,
followed by a 30-day warning period, before any retail traffic-shaping measures are implemented; and prohibits traffic-shaping that does not address a justifiable purpose in a manner
that is narrowly tailored, minimizes harm, and could not have been reasonably avoided through network investment or economic approaches. Except as otherwise described, while we
are not aware of any proposed regulatory initiatives regulating |PTV content in any of the jurisdictions in which our subscribers reside, we cannot assure you that regulations or orders
will not be amended in the future in a manner that requires us to modify or block content in particular jurisdictions in order to continue distributing our IPTV services to subscribersin
those jurisdictions or that otherwise affects our operations negatively.

United Kingdom

The United Kingdom Office of Communications (“ Ofcom™) implemented regulations in 2010 dealing with On-Demand Programme Services (“ ODPS’). It adopted a co-regulatory
structure with The Authority for Television On Demand (“ATVOD”) having primary responsibility over content issues and the Advertising Standards Association regulating
advertising on ODPS. Ofcom has backstop powers to regulate both content and advertising on such services. ATVOD has issued guidance on what on-demand services fall within its
regulatory scope. Service providers caught by this regulatory regime for ODPS have to register their service with ATVOD and pay alicensefee. ATVOD iscurrently consulting on the
license fees to be paid in 2012-2013. Other European Union member states have implemented different regulatory structures to deal with video-on-demand (“VOD”) services under their
jurisdiction. If we merely provide access but do not exercise editorial control over the content of a VOD service, the selection of the programs, or the manner in which the programs are
organized, we believe that we will not be regulated by ATV OD; however, ATVOD has adopted an expansive interpretation of activities that constitute “ editorial control” whichisbeing
challenged by a number of companies who have been subjected to ATVOD's jurisdiction. Moreover, as we believe that we are not currently established in the UK or any other
European Union member state for the purposes of the directive, neither our streamed nor our on-demand video services will be regulated within the European Union.
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European Union

An update to the European Union directive, entitled the“ Audiovisual and Media Services Directive,” was adopted on April 15, 2010. This anendment expanded the original
directive to cover al non-linear VOD services, such as IPTV service providers and content, including subscription-based IPTV content that is distributed over the public Internet in the
United Kingdom and to other European Union member states, and subjected these to certain regulatory requirements. A streamed IPTV service could be subject to regulation as a
broadcast service in certain situations. Under the directive, whether a broadcast or on-demand service, it will be regulated in the member state in which the service provider is
established (for example, where it has its head office and editorial control is exercised), and may be subject to any stricter rules of the target country, particularly in instances of
“unsuitable content.” Editorial transparency rules have been extended to VOD providers, as have rules protecting children from certain content and advertising. Only the basic tier of
regul ations otherwise apply to VOD providers, with the more extensive regulations applying only to broadcasters.

I nternational TelecommunicationsUnion (“1TU")

The ITU is the United Nations agency for information and communication technologies. It alocates global radio spectrum and satellite orbits, and develops the technical
standards for the interconnection of networks and technologies. Some members of the ITU have initiated areview of international treaties governing use and regulation of the Internet,
including proposals that could lead to granting new regulatory and fee-based rights to individual countries, challenging the current open nature of the Internet. If adopted, these
directives could be used to restrict accessto IPTV or subject it to additional fees. It istoo soon to determine the direction of these efforts.

Other International Laws and Regulations

Our business may also be adversely affected by foreign import, export and currency regulations and global economic conditions. Our current and future development
opportunities partly relate to geographical areas outside of the United States and Canada. There are anumber of risksinherent in international business activities, including:

government policies concerning the import and export of goods and services;
costs of localizing products and subcontractorsin foreign countries;

costs associated with the use of foreign agents;

potentially adverse tax consequences;

limits on repatriation of earnings;

the burdens of complying with awide variety of foreign laws;

nationalization; and

potential social, labor, political and economic instability.

We cannot assure you that such risks will not adversely affect our business, financial condition and results of operations.

Furthermore, a portion of our expenditures and revenues will be in currencies other than the U.S. dollar. Our foreign exchange exposure may vary over time with changesin the
geographic mix of our business activities. Foreign currencies may be unfavorably impacted by global developments, country-specific events and many other factors. Asaresult, our
future results may be adversely affected by significant foreign exchange fluctuations.

Employees

Asof March 14, 2012, we had 369 total employees, 291 of whom were full-time employees.
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Executive Officers

The following sets forth information regarding our executive officers. The term of each officer is for one year or until a successor is elected. Officers are normally elected
annually.

Nameand Age Office Term as Officer

Nancy Li, 54 President and Chief Executive Officer 2008-present

G. Scott Paterson, 48 Executive Chairman; Executive Vice Chairman 2005-2007 and 2008; 2008-present
Arthur J. McCarthy, 55 Chief Financial Officer 2008-present

Roy E. Reichbach, 49 General Counsel and Corporate Secretary 2008-present

Horngwei (Michael) Her, 48 Executive Vice President, Research and Devel opment 2008-present

Ronald Nunn, 59 Executive Vice President, Business Operations 2008-present

Marc Sokol, 56 Executive Vice President, Marketing and Business Devel opment 2010-2012

J. Christopher Wagner, 52 Executive Vice President, Marketplace Strategy 2008-present

Nancy Li has been our President and Chief Executive Officer since October 2008. She is the founder of NeuLion USA, Inc. (“NeuLion USA”), our wholly-owned subsidiary,
and has been its Chief Executive Officer since its inception in 2003. From 2001 to 2003, Ms. Li established and ran iCan SP, a provider of end-to-end service management software for
information technology operations and a wholly-owned subsidiary of CA Inc., which was formerly known as Computer Associates International, Inc. (“Computer Associates’). From
1990 to 2001, Ms. Li was Executive Vice President and Chief Technology Officer for Computer Associates, and prior to that held a variety of management positions covering virtualy
every facet of Computer Associates' business from a development and engineering perspective. Ms. Li holds aBachelor of Science degree from New Y ork University. Ms. Li ismarried
to Charles B. Wang, the chairman of our Board of Directors.

G. Scott Paterson has been our Executive Vice Chairman since October 2008. Prior to his current position, Mr. Paterson was our Chairman from January 2002 until October 2008
and Chief Executive Officer from May 2005 until October 2007 and again from June 2008 until October 2008. Mr. Paterson is a Director, Chairman of the Audit Committee and a member
of the Strategic Committee of Lions Gate Entertainment (NY SE:LGF). Mr. Paterson is also Chairman of Automated Benefits Corp. (TSX:AUT) and Apogee Silver Ltd. (TSX:APE). Heis
also the Chairman of the Merry Go Round Children’s Foundation and a Governor of Ridley College. From October 1998 until December 2001, Mr. Paterson was Chairman and CEO of
Y orkton Securities Inc., which under his leadership became Canada’s leading technology investment bank. Mr. Paterson has served in the past as Chairman of the Canadian Venture
Stock Exchange and as Vice Chairman of the TSX. Mr. Paterson is a graduate of Ridley College and earned a Bachelor of Arts (Economics) degree from the University of Western
Ontario. In 2009, Mr. Paterson obtained the ICD.D designation by graduating from the Rotman Institute of Corporate Directors at the University of Toronto.

Arthur J. McCarthy has been our Chief Financial Officer since November 2008. Mr. McCarthy is also an Alternate Governor of the New York Islanders Hockey Club, L.P.
(“New York Islanders”) on the National Hockey League (“NHL") Board of Governors. From 1985 until November 2008, Mr. McCarthy was the Senior Vice President and Chief Financial
Officer of the New York Islanders and was responsible for the financial affairs of the club and its affiliated companies. From 1977 to 1985, Mr. McCarthy was a member of the Audit
Practice of KPMG Peat Marwick, reaching the position of Senior Manager. Mr. McCarthy was licensed in the State of New Y ork as a Certified Public Accountant in 1980 and holds a
Bachelor of Science degree from Long Island University — C.W. Post College.
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Roy E. Reichbach has been our General Counsel and Corporate Secretary since October 2008 and has been the General Counsel and Corporate Secretary of NeuLion USA since
2003. Mr. Reichbach is also an Alternate Governor of the New Y ork Islanders on the NHL Board of Governors. From 2000 until October 2008, Mr. Reichbach was the General Counsel of
the New York Islanders and was responsible for the legal affairs of the club and its affiliated real estate companies. From 1994 until 2000, Mr. Reichbach was Vice President — Lega at
Computer Associates. Prior to that, he was atrial lawyer in private practice. Mr. Reichbach holds a Bachelor of Arts degree from Fordham University and a Juris Doctorate degree from
Fordham Law School. He has been admitted to practice law since 1988.

Horngwei (Michael) Her has been our Executive Vice President, Research and Development since October 2008 and the Executive Vice President of Research and Devel opment
of NeuLion USA since January 2004. From 2000 to 2003, Mr. Her ran the development team for iCan SP. Prior to that, Mr. Her served as Senior Vice President for Research &
Development at Computer Associates. He is also the co-inventor of several computer systems patents. Mr. Her holds a college degree from Taipei Teaching College and a Master of
Computer Science degree from the New Y ork Institute of Technology.

Ronald Nunn has been our Executive Vice President, Business Operations since October 2008 and the Executive Vice President of Business Operations of NeuLion USA since
January 2004. From 2000 to 2003, Mr. Nunn was in charge of business operations at iCan SP. Between 1987 and 2000, Mr. Nunn held a number of senior management positions at
Computer Associates. From 1982 to 1987, Mr. Nunn directed certain research and devel opment and operating projects with UCCEL (formerly University Computing Company).

Marc Sokol served as our Executive Vice President, Marketing and Business Development from November 2010 through January 2012. From April 2000 through October 2010,
Mr. Sokol served as a partner in and venture capital investor for JK&B Capital. At JK&B Capital he was a key member of the software and Internet team, leading investments in
startups, and was an active member of its Board of Directors. Prior to joining JK&B Capital, Mr. Sokol held a number of executive management positions at Computer Associates,
including being the senior executive responsible for al worldwide marketing. Mr. Sokol resigned from his position with the Company on January 31, 2012 but continues to serve the
Company on aconsulting basis.

J. Christopher Wagner has been our Executive Vice President, Marketplace Strategy since November 2010 and the Executive Vice President of Marketplace Strategy of NeuLion
USA since February 2004. Mr. Wagner was our Executive Vice President of Sales from October 2008 until November 2010. From 2000 to 2003, Mr. Wagner worked as the Chief
Executive Officer and member of the Board of Directors of several private equity and venture capital firms, including Metiom, MetaMatrix, Exchange Applications and Digital
Harbor. From 1984 to 2000, Mr. Wagner held several positions at Computer Associates, culminating in his becoming Executive Vice President and General Manager of Services,
responsible for building that company’s Government Partner Program and Global Consulting Business. Mr. Wagner received a Bachelor of Arts degree from the University of Delaware.

Item 1A. Risk Factors

An investment in our common stock is highly speculative and involves a high degree of risk. The following are specific and general risks that could affect us. If any of the
circumstances described in these risk factors actually occurs, or if additional risks and uncertainties not presently known to us or that we do not currently believe to be material in
fact occur, our business, financial condition or results of operations could be harmed or otherwise negatively affected. In that event, the trading price of our common stock could
decline, and you could lose part or all of your investment. In addition to carefully considering the risks described below, together with the other information contained in this
Annual Report on Form 10-K, you should also consider the risks described under the caption “ Regulation” in Item 1 hereof, which risk factors are incorporated by reference into
this Item 1A. In addition, these factors represent risks and uncertainties that could cause actual results to differ materially from those implied by forward-looking statements
contained in this Annual Report on Form 10-K.
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We may need additional capital to fund continued growth, which may not be available on acceptable termsor at all, and could result in our business plan being limited and our
business being har med.

Our ability to increase revenue will depend in part on our ability to continue growing the business by developing IPTV platforms for new customers as well as maintaining and
increasing our proprietary networks' subscriber bases, which may require significant additional capital that may not be available to us. We may need additional financing due to future
developments, changes in our business plan or failure of our current business plan to succeed, which could result from increased marketing, distribution or programming costs. Our
actual funding requirements could vary materially from our current estimates. If additional financing is needed, we may not be able to raise sufficient funds on favorable terms or at
all. Continued turbulence in the financial markets has made it more difficult for early stage companies such as ours to access capital markets on acceptable terms or at all. |f we issue
common stock, or securities convertible into common stock, in the future, such issuance will result in the then-existing stockholders sustaining dilution to their relative proportion of our
outstanding equity. If we fail to obtain any necessary financing on atimely basis, then our ability to execute our current business plan may be limited, and our business, liquidity and
financial condition could be harmed.

The continuing global economic crisis could result in decreasesin customer traffic and other wise negatively affect our business and financial results and negatively impact
our liquidity and capital resour ces.

The global economy, including the U.S. economy, is still experiencing the effects of a severe recession. As a business that is dependent upon consumer discretionary
spending, we face another challenging year because our IPTV platform customers’ subscribers and our proprietary network subscribers may have less money to spend on non-essential
items as aresult of job losses, foreclosures, bankruptcies, reduced access to credit and falling home prices. Any resulting decreases in customer traffic and revenue, or our customers’
inability to pay for subscribed services, will negatively impact our financial performance because reduced revenue results in smaller profit margins and could negatively impact our
business, financial condition and results of operations. Additionally, many of the long-term effects and consequences of the recent recession are currently unknown; any one or all of
them could potentially negatively impact our liquidity and capital resources, including our ability to raise additional capital if needed.

Wearean early-stage enter prise with a short operating history, which makesit difficult to evaluate our prospects.

We are still in the early stages of building out our current business. In 2006, our business model evolved from providing professional information technology services and
international programming to providing end-to-end IPTV services for a wide range of professional and collegiate sports properties, entertainment networks and international
clients. Many of the expenses, problems and delays encountered by an enterprise in its early stages may be beyond our control. As an early-stage enterprise, we expend significant
funds on:

marketing;

programming and website devel opment;

maintaining adequate video-streaming and database software;

building subscriber management systems; and

pursuing, acquiring and maintaining I nternet distribution rights agreements with our content partners.

From our inception, we have incurred substantial net losses, and we expect to continue operating at aloss in the near future. If we are ultimately unable to generate sufficient revenue
to become profitable and have sustainable positive cash flows, our investors could lose some or all of their investment.

We may also encounter certain problems or delays in building our business, including those related to:

regulatory policies and compliance;

marketing;

consumer acceptance of Internet-based television;

unsuccessful commercial launches of new programming content;
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e costsand expenses that exceed current estimates;
o financing needs; and
e theconstruction, integration, testing or upgrading of our distribution infrastructure and other systems.

Delaysin the timely design, construction, deployment and commercial operation of our business, and consequently the achievement of positive cash flow, could result from avariety of
causes, many of which are beyond our control. Substantial delaysin any of these matters could delay or prevent us from achieving profitable operations.

Thecurrent costs of I nternet connections and network access may rise with theincreasing popularity of IPTV services, which could negatively impact our profitability.

Werely on Internet providers for our principal connections and network access and to stream audio and video content to subscribers. Asdemand for IPTV servicesincreases,
we cannot assure you that Internet providers will continue to price their network access services on reasonable terms. The distribution of streaming media requires distribution of large
content files and providers of network access may change their business model and increase their prices significantly, which could slow the widespread acceptance of such services. In
order for our media content services to be successful, there must be a reasonable price model in place to allow for the continuous distribution of large streaming mediafiles. We have
limited or no control over the extent to which any of these circumstances may occur, and if network access prices rise significantly, then our profitability could be negatively impacted.

Demand for IPTV, and for our content, may beinsufficient for usto achieve and sustain profitability.

IPTV isan emerging service. Potential NeuLion IPTV platform customers may be slow to adopt the Internet as a medium through which they distribute their own content, and
their and our subscribers may be slow or refuse to adopt IPTV as a preferred method of viewing content. We cannot estimate with any certainty the potential demand for our services or
our ability to satisfy that demand. Among other things, acceptance of our serviceswill depend upon:

e our ability to develop and introduce new services that offer enhanced performance and functionality, in atimely manner, in response to changing market conditions,
customer and subscriber requirements or our competitors' technological advances;

e thecost and availability of technology, such as computer hardware and high-speed Internet connections, that are required to utilize our service;

the marketing and pricing strategies that we employ relative to those of our competitors;

the acceptance of our subscriber management systems;

whether we acquire, market and distribute high-quality programming consistent with subscribers’ tastes; and

the willingness of subscribersto pay pay-per-view or subscription feesto obtain our service.

Our results of operationswill depend in part upon our ability and that of our IPTV platform customers to increase our respective subscriber bases while maintaining our preferred pricing
structures, managing costs and controlling subscriber turnover rates. If demand does not develop as expected, then we may not be able to generate enough revenue to generate
positive cash flow or achieve and sustain profitability.

One of our objectives is to acquire and maintain programming that sustains loyal audiences in or across various demographic groups. The attractiveness of our content
offerings and our ability to retain and grow the audiences for our programs will be an important factor in our ability to sell subscriptions and advertising. Our content offerings may not
attract or retain the number of subscribers that we anticipate and some content may offend or alienate subscribers that are outside of the target audience for that content. We cannot
assure you that our content offerings will enable us to retain our various audiences. If we lose the rights to distribute any specific programming or channels and fail to attract
comparable programming with similar audience loyalty, the attractiveness of our service to subscribers or advertisers could decline and our business could suffer.
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We may have difficulty, and incur substantial costs, in scaling and adapting our existing systems ar chitecture to accommodate increased traffic, technology advances or
customer requirements.

Our future success will depend on our ability to adapt to rapidly changing technologies, to adapt our services to evolving industry standards and to improve the performance
and reliability of our services. The IPTV industry and the Internet and the video entertainment industries in general are characterized by rapid technological change, frequent new
product innovations, changes in customer requirements and expectations and evolving industry standards. We cannot assure you that one or more of the technol ogies we use will not
become obsolete or that our services will be in demand at the time they are offered. If we or our suppliers are unable to keep pace with technological and industry changes, our
business may be unsuccessful.

In the future, we may be required to make changes to our systems architecture or move to a completely new architecture. To the extent that demand for our services, content
and other media offerings increases, we will need to expand our infrastructure, including the capacity of our hardware servers and the sophistication of our software. If we are required
to switch architectures, we may incur substantial costs and experience delays or interruptions in our service. These delays or interruptions in our service may cause users and
customers to become dissatisfied and move to competing providers of IPTV services. An unanticipated loss of traffic, increased costs, inefficiencies or failures to adapt to new
technologies or user requirements and the associated adjustments to our systems architecture could harm our operating results and financial condition.

In addition, we intend to introduce new services and/or functionalities to increase our customers' and our own subscriber bases and long-term profitability, such as targeted
advertising insertion and personal video recording. These services are dependent on successful integration of new technologies into our distribution infrastructure

We depend on third parties to devel op technologies used in key elements of our IPTV services. More advanced technol ogies that we may wish to use may not be available to
us on reasonable terms or in atimely manner. Further, our competitors may have access to technologies not available to us, which may enable these competitors to offer entertainment
products of greater interest to consumers or at more competitive costs.

Our business depends on the continued growth and maintenance of the Internet infrastructure.

The success and the availability of Internet-based products and services depends in part upon the continued growth and maintenance of the Internet infrastructure itself,
including its protocols, architecture, network backbone, data capacity and security. Spam, viruses, worms, spyware, denial of service or other attacks by hackers and other acts of
malice may affect not only the Internet’s speed, reliability and availability but also its continued desirability as a vehicle for commerce, information and user engagement. If the Internet
proves unable to meet the new threats and increased demands placed upon it, our business plans, user and advertiser relationships, site traffic and revenues could be harmed.

We may be unable to manage rapidly expanding oper ations.

We are continuing to grow and diversify our business both domestically and internationally. Asaresult, we will need to expand and adapt our operational infrastructure. To
manage growth effectively, we must, among other things, continue to develop our internal and external sales forces, our distribution infrastructure capability, our customer service
operations and our information systems, maintain our relationships with content partners, effectively enter new areas of the sports, international, entertainment and variety programming
markets and effectively manage the demands of day-to-day operations in new areas while attempting to execute our business strategy and realize the projected growth and revenue
targets developed by our management. We will also need to continue to expand, train and manage our employee base, and our management must assume even greater levels of
responsibility. If we are unable to manage growth effectively, we may experience a decrease in subscriber growth and an increase in subscriber turnover, which could negatively impact
our financial condition, profitability and cash flows.
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Acquisitionsand strategic investments could adver sely affect our operationsand result in unanticipated liabilities.

We may in the future acquire or make strategic investments in a number of companies, including through joint ventures. Such transactions may result in dilutive issuances of
equity securities, use of our cash resources, incurrence of debt and amortization of expenses related to intangible assets. Any such acquisitions and strategic investments would be
accompanied by anumber of risks, including:

the difficulty of assimilating operations and personnel of acquired companiesinto our operations;

the potential disruption of ongoing business and distraction of management;

additional operating losses and expenses of the businesses acquired or in which we invest;

the difficulty of integrating acquired technology and rights into our services and unanticipated expenses related to such integration;

the potential for patent and trademark infringement claims against the acquired company;

the impairment of relationships with customers and partners of the companies we acquired or with our customers and partners as aresult of the integration of acquired

operations;

the impairment of relationships with employees of the acquired companies or our employees as aresult of integration of new management personnel;

o thedifficulty of integrating the acquired company’s accounting, management information, human resources and other administrative systems;

e inthecase of foreign acquisitions, uncertainty regarding foreign laws and regulations and difficulty integrating operations and systems as aresult of cultural, systems
and operational differences; and

e theimpact of known potential liabilities or unknown liabilities associated with the companies we acquire or in which we invest.

Our failure to address or mitigate such risks in connection with future acquisitions and strategic investments could prevent us from realizing the anticipated benefits of such
acquisitions or investments, causing us to incur unanticipated liabilities and harming our business generally.

We could suffer failuresor damage dueto eventsthat are beyond our control, which could harm our brand and operating results.

Our success as a business depends, in part, on our ability to provide consistently high-quality video streams to our customers’ and to our own subscribers through our
distribution infrastructure and IPTV technology on aconsistent basis. Our distribution infrastructure is susceptible to natural or man-made disasters such as earthquakes, floods, fires,
power loss and sabotage, as well as interruptions from technology malfunctions, computer viruses and hacker attacks. Other potential service interruptions may result from
unanticipated demands on network infrastructure, increased traffic or problemsin customer service. Our ability to control technical and customer service issuesis further limited by our
dependence on our content partners for technical integration of our distribution infrastructure. Significant disruptions in our distribution infrastructure would likely affect the quality
and continuity of our service, could harm our goodwill and the NeuLion brand and ultimately could significantly and negatively impact the amount of revenue we may earn from our
service. We may not carry sufficient businessinterruption insurance to compensate for losses that could occur as aresult of an interruption in our services.

We depend upon third parties for the provision of programming in connection with our service, including our content partners and other third-party content providers. Any

failure by third parties to provide these services could significantly harm our ability to conduct our business. Furthermore, financial difficulties experienced by our third-party providers
— such as bankruptcy, insolvency, liquidation or winding up of daily operations— for any reason whatsoever could also have negative consequences on our business.
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Werely on our partnersfor content, and anything that negatively impactstheir business could harm our businessaswell.

The success of our business depends significantly on our relationships with our content partners. We enter into partner agreements to acquire Internet distribution rights to
sports, international, entertainment and variety content. Our realization of our business goals depends in part on the cooperation, good faith, programming and overall success of our
partners in providing marketable content. Because of our dependency on our partners, should a partner’s business suffer as a result of increased competition, increased costs of
programming, technological problems, regulatory changes, adverse effects of litigation or other factors, our business may suffer as well. Financial difficulties experienced by our
providers, such as bankruptcy, insolvency, liquidation or winding up of daily operations, could also have negative consequences on our business.

We place significant reliance on the contractswe enter into with our partners, and their default or other inability to perform under these contracts could harm our business
and results of operation.

A failure by one of our partners or other third-party providers to perform its obligations under its agreement could have detrimental financial consequences for our
business. The agreements are for various terms and have varying provisions regarding renewal or extension. |f we are unable to renew or extend these agreements at the conclusion of
their respective terms, we may not be able to obtain substitute programming, or substitute programming may not be comparable in quality or cost to the existing programming, which
could harm our business and results of operations.

We operate in competitive and evolving markets, and if we are not able to evolve and compete effectively, our revenues may decline significantly.

We operate in competitive and evolving markets locally, nationally and globally. These markets are subject to rapid technological change and changesin customer preferences
and demand. In seeking market acceptance, we will encounter competition for both subscribers and advertising revenue from many sources, including other IPTV services, direct
broadcast satellite television services and digital and traditional cable systems that carry sports and ethnic programming. Traditional cable and satellite television already has a well-
established and dominant market presence for its services, and Internet portals, video file-sharing service providers and other third-party providers of video content over the Internet
may distribute other content. Many of these competitors have substantially greater financial, marketing and other resources than we do. As the IPTV market grows (resulting from
higher bandwidths, faster modems and wider programming selections), an increasing number of Internet-based video program offerings will be available to our current and potential
customers. In addition, our competitors, in both the traditional satellite and cable television broadcasting and IPTV markets, could exclusively contract with sports, international,
entertainment and variety content providers that are not under contract with us, creating significant competition in both the content and IPTV markets. Our revenues could decline
significantly if we are unable to compete successfully with traditional and other emerging providers of video programming services.

We may be required to abandon or change business practicesin Canada, including the exercise of exclusive distribution rights, if the regulator deems them to be unduly
preferential.

Many of our content partner agreements give us the exclusive Internet distribution rights to the related content and channels. In Canada, the CRTC conditions its exemption
of Internet-based “new media’ from licensing and Canadian ownership and control requirements on compliance with an anti-discrimination rule prohibiting the exercise of an “undue
preference.” The CRTC is currently considering the scope of this rule. If the CRTC decides that certain of our business practices, including the exercise of exclusive Internet
distribution rights, are not consistent with this rule, then such decision could harm our business by allowing subscribers to obtain this content or these channels from other
providers. If this content or these channels are offered el sewhere on the Internet on more attractive terms, we could | ose these subscribers, which could negatively impact our results of
operations.
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We may cease to be exempted from the requirements of the Broadcasting Act (Canada).

We rely on the CRTC's 2009 New Media Exemption Order, which exempts Internet-based “new media’ from Canadian licensing and Canadian ownership and control
requirements. Such exemption allows us to attract and serve Canadian subscribers without being subject to such requirements. The CRTC’s exemption decision is subject to review by
mid-2014 or at such time as events dictate. |f the CRTC decides, upon review, to rescind or roll back its New Media Exemption Order, we could become subject to requirements of the
Broadcasting Act that could harm our ability to conduct businessin Canada.

Thereisuncertainty relating to our ability to enforce our rightsunder our channel and content partner agreements.

Many of our channel and content partner agreements for ethnic programming are with foreign entities and are governed by the laws of foreign jurisdictions. If a partner
breaches an agreement with us, then we will incur the additional costs of determining our rights and obligations under the agreement under applicable foreign laws and enforcing the
agreement in a foreign jurisdiction. Many of the jurisdictions to which our partner agreements are subject do not have sophisticated and/or impartial legal systems and we may face
practical difficulties in enforcing any of our rights in such jurisdictions. We may not be able to enforce such rights or may determine that it would be too costly to enforce such
rights. In addition, many of our partner agreements contain arbitration provisions that govern disputes under the agreements and there is uncertainty with respect to the enforceability
of such arbitration provisions under the laws of related foreign jurisdictions. If a dispute were to arise under an agreement and the related arbitration provision were not enforceable,
then we would be exposed to the additional costs of settling the dispute through traditional legal avenues rather than through an arbitration process.

Our business may beimpaired by third-party intellectual property rightsin the programming content of our channel and content partners.

We are exposed to liability risk in respect of the content that we redistribute over the Internet, relating to both infringement of third-party rights to the content and infringement
of the laws of various jurisdictions governing the type and/or nature of the content. Werely in large part on our content partners' obligations under our partner agreements to ensure
intellectual property rights compliance globally, including securing the primary rights to redistribute programming and other content over the Internet, and to advise us of any potential
or actual infringement so that we may take appropriate action if such content is not intellectual property rights-compliant or is otherwise obscene, defamatory or indecent.

There is a risk that our partners will not advise us in time, or at all, in respect of such content, and expose us to liability for our redistribution of such content over the
Internet. Furthermore, we cannot assure you that our partners have successfully licensed all relevant programming components that are necessary for Internet redistribution. Other
parties may claim certain intellectual property rights in the content that we license from our partners. For example, our partners may not have sufficient rights in the underlying content
to license distribution rights to their content to us, or a given partner may not identify programming that we are not permitted to distribute in time for us to stop distribution of the
offending programming. In addition, as the IPTV market grows, advertisers may begin to attempt to enforce intellectual property rights in advertisements included in our partners
programming, and we may inadvertently infringe the intellectual property rights of such advertisers by distributing such advertisements over the Internet or by inserting our own
advertising in replacement of such advertisements.

In the event that our partners are in breach of the distribution rights related to specific programming and other content, we may be required to cease distributing or marketing
the relevant content to prevent any infringement of related rights, and may be subject to claims of damages for infringement of such rights. We may also be required to file aclaim
against a given partner if the distribution rights related to specific programming are breached, and we cannot assure you that we would be successful in any such claim. Any alleged
liability could harm our business by damaging our reputation, requiring us to incur legal costsin defense of any such claim, and exposing us to significant awards of damages and costs
and diverting management’s attention from our operations.
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We may be subject to other third-party intellectual property rightsclaims.

Companies in the Internet, technology and media industries often own large numbers of patents, copyrights, trademarks and trade secrets and frequently enter into litigation
based on allegations of infringement or other violations of intellectual property rights. Aswe face increasing competition, the possibility of intellectual property rights claims against us
grows. Our technologies may not be able to withstand third-party claims or rights against their use. Intellectual property claims, whether having merit or otherwise, could be time
consuming and expensive to litigate or settle and could divert management resources and attention. In addition, many of our agreements with network service providers require us to
indemnify these providers for third-party intellectual property infringement claims, which could increase our costs as a result of defending such claims and may require that we pay the
network service providers' damages if there were an adverse ruling in any such claims.

If litigation is successfully brought by a third party against us in respect of intellectual property, we may be required to cease distributing or marketing certain products or
services, obtain licenses from the holders of the intellectual property at material cost, redesign affected productsin such away as to avoid infringing intellectual property rights or seek
alternative licenses from other third parties that may offer inferior programming, any or all of which could hurt our business, financial condition and results of operations. If those
intellectual property rights are held by a competitor, we may be unable to obtain the intellectual property at any price, which could also negatively impact our competitive position. Any
of these results could harm our business, financial condition and results of operations.

We do not have exclusive Internet distribution rightsto all of our content and the cost of renewing such rights or obtaining such rights for new content may be higher than
expected.

Many of our content partner agreements give us the exclusive Internet distribution rights to the related content and channels. However, if this content or these channels were
not exclusive and were offered el sewhere on the Internet on more attractive terms, we could lose a portion of our subscribers, which could hurt our results of operations.

We must negotiate with potential partners to acquire the Internet distribution rights for our programming. In addition, we will need to renew our agreements with existing
partners. We anticipate that, as the IPTV market grows, license fees relating to Internet distribution rights for programming (including sports and ethnic programming), or for the rights
to substitute advertising into the live video streamers of the content, will increase. License fees payable under the partner agreements may be significantly more costly to renew than
anticipated.

In addition, some of the existing partner agreements that give us exclusive Internet distribution rights have renewal mechanisms that are tied to our ability to generate specified
revenue share amounts or specified subscriber numbersin respect of particular channels. If we are unable to meet these targets, then we may have to renegotiate the agreements when
they come up for renewal or may lose one or more of our exclusive licenses. Renegotiated license fees may be more expensive than anticipated. We may be unable to obtain our
programming consistently at a cost that is reasonable or appealing to our customers, which may impair our marketing efforts, reputation and brand and reduce our revenue.

Our business depends on continued and unimpeded access to the Internet by usand our usersat non-discriminatory prices. Internet access providersand I nternet backbone
providersmay be ableto block, limit, degrade or charge for accessto certain of our productsand services, which could lead to additional expensesand the loss of users.

Our products and services depend on the ability of our users to access the Internet, and certain of our products require significant bandwidth to work effectively. Currently,
this access is provided by companies that have significant and increasing market power in the broadband and Internet access marketplace, including incumbent telephone companies,
cable companies and mobile communications companies. Some of these providers have stated that they may take measures that could degrade, disrupt or increase the cost of user
access by restricting or prohibiting the use of their infrastructure to support or facilitate offerings, or by charging increased fees to provide offerings, while others, including some of the
largest providers of broadband I nternet access services, have committed to not engaging in such behavior.
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The ability of the FCC to regulate broadband Internet access services was called into question by an April 2010 ruling of the United States Court of Appeals for the D.C.
Circuit. The FCC has proposed new rules regul ating broadband Internet access, but these rules are being challenged, the jurisdiction of the FCC remains at issue, and various bills have
been introduced before the United States Congress. While interference with access to our products and services seems unlikely, such interference has occurred in limited
circumstances, and future actions by broadband Internet access providers, the FCC or Congress could result in limitations on access to our services, a loss of existing users, or
increased costs to us, our users or our customers, thereby impairing our ability to attract new users, or limiting our opportunities and models for revenue and growth.

Internet transmissions may be subject to theft and malicious attacks, which could cause usto lose subscribersand revenue.

Like all Internet transmissions, our streaming content may be subject to interception and malicious attack. Pirates may be able to obtain or redistribute our programs without
paying fees to us. Our distribution infrastructure is exposed to spam, viruses, worms, spyware, denial of service or other attacks by hackers and other acts of malice. Theft of our
content or attacks on our distribution infrastructure would reduce future potential revenue and increase our net subscriber acquisition costs.

If our security technology is compromised, it could weaken our ability to contract for licenses to distribute content over the Internet. We use security measures intended to
make theft of our content more difficult. However, if we are required to upgrade or replace existing security technology, the cost of such security upgrades or replacements could
negatively impact our financial condition, profitability and cash flows. In addition, other illegal methods that compromise Internet transmissions may be developed in the future. If we
cannot control compromises of our service, then our net subscriber acquisition costs and subscriber turnover could increase, our revenue could decrease and our ability to contract for
licenses to distribute content over the Internet could be impaired.

Privacy concernsrelating to elements of our service could damage our reputation and deter current and potential usersfrom using our productsand services.

From time to time, concerns may be expressed about whether our products and services compromise the privacy of users and others. Concerns about our collection, use or
sharing of personal information or other privacy-related matters, even if unfounded, could damage our reputation and result in aloss of user confidence and ultimately in aloss of users,
partners or advertisers, which could harm our business and operating results.

We depend on key personnel and relationships, and the loss of their servicesor theinability to attract and retain them may negatively impact our business.

We are dependent on key members of our senior management. In addition, innovation is important to our success, and we depend on the continued efforts of our executive
officers and key employees, who have specialized technical knowledge regarding our distribution infrastructure and information technology systems and significant business
knowledge regarding the IPTV industry and subscription services. The market for the services of qualified personnel is competitive and we may not be able to attract and retain key
employees. If we lose the services of one or more of our executive officers or key employees, or fail to attract qualified replacement personnel, then our business and future prospects
could be harmed.

We may have exposureto greater than anticipated tax liabilities.
We are subject to income and other taxes in a variety of jurisdictions, and our tax structure is subject to review by both domestic and foreign taxation authorities. The
determination of our world-wide provision for income taxes and other tax liabilities requires significant judgment and, in the ordinary course of our business, there are many transactions

and calculations where the ultimate tax determination is uncertain. Although we believe that our estimates are reasonable, the ultimate tax outcome may differ from the amounts
recorded on our consolidated financial statements and may materially affect our financial resultsin the period or periods for which such determination is made.
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Weare subject to foreign business, political and economic disruption risks.

We contract with various entities around the world, including in respect of the acquisition of rightsto distribute content viathe Internet. Asaresult, we are exposed to foreign

business, political and economic risks, including:

political and economic instability;
less devel oped infrastructures in newly industrializing countries;

and currency instability;
exposure to possible litigation or claimsin foreign jurisdictions; and

o competition from foreign-based |PTV providers and the existence of protectionist laws and business practices that favor such providers.

If any of theserisksare realized, it could hurt our business, financial position and results of operations.

Wemay not realize the anticipated benefits of the TransVideo acquisition.

On October 1, 2010, we completed our acquisition of TransVideo, which prior to the acquisition was a third-party supplier to us of STBs. We entered into the acquisition with
the expectation that, if consummated, it would provide us with greater control over the future development of TransVideo's STBs and also afford us substantial opportunities for
marketing our IPTV services in China due to TransVideo's existing relationships in that geographic region. A variety of factors may impede our ability to achieve the anticipated
benefits of this acquisition, including our ability to successfully integrate TransVideo's operations and employees with ours, to realize cost savings by controlling the production of

difficultiesin managing partner relationships from outside of agiven partner’s jurisdiction;

susceptibility to interruption of channel feeds in foreign areas due to war, terrorist attacks, medical epidemics, changes in political regimes and general interest rate

STBs, and to leverage TransVideo's relationshipsin China due to regulatory restrictions and other circumstances beyond our control.

Item 1B. Unresolved Staff Comments

As asmaller reporting company, we are not required to include thisinformation in our Annual Report on Form 10-K.

Item 2. Properties

Our principal executive offices are located in Plainview, New York. We lease the following properties:

Description Location Expiration of Lease
Lease Toronto, Ontario, Canada July 2017
Lease Shanghai, China June 2013
Lease Sanford, Florida November 2012
Lease New York, New York August 2012
Lease Plainview, New Y ork December 2013
Lease London, England Month-to-month
Lease Burnaby, British Columbia, March 2014
Canada
Lease Beijing, China August 2012
Lease Shenzhen, China October 2012
Lease Shenzhen, China Month-to-month
Lease Toronto, Ontario, Canada December 2012
Lease London, England Quarter-to-quarter
Lease Slough, England December 2012
Lease Guilford, England Month-to-month
Lease Nevellan, Isragl Month-to-month
Lease Singapore Month-to-month
Lease Palo Alto, CA December 2012
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Lease Miami, FL Month-to-month Colocation/equipment
Lease Savage, MD August 2012 Col ocation/equipment
Lease Bellevue, NE June 2013 Colocation/equipment
Lease North Bergen, NJ December 2012 Colocation/equipment
Lease Hauppauge, NY August 2012 Colocation/equipment
Lease New York, NY December 2012 Colocation/equipment
Lease Dallas, TX December 2012 Col ocation/equipment

Item 3. Legal Proceedings

Thereisno material litigation currently pending or threatened against us or, to our knowledge, any of our officers or directorsin their capacity as such.
Item 4. Mine Safety Disclosures

Not applicable.

PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand I ssuer Purchases of Equity Securities
Market Price Information

There is no established public trading market for our common stock in the United States. The principal established foreign public trading market for our common stock is the

Toronto Stock Exchange, where our common stock trades under the symbol NLN. The table below sets forth, for the periods indicated, the high and low sales prices of the common
stock on the Toronto Stock Exchange, in Canadian dollars, for each full quarterly period within its two most recent fiscal years, as reported by the Toronto Stock Exchange.

Fiscal Year High Low
2011
First Quarter $0.60 $0.37
Second Quarter $0.50 $0.27
Third Quarter $0.40 $0.21
Fourth Quarter $0.31 $0.16
2010
First Quarter $0.89 $0.45
Second Quarter $0.72 $0.40
Third Quarter $0.55 $0.36
Fourth Quarter $0.61 $0.34
Stockholders

Asof March 14, 2012, there were approximately 155 holders of record of our common stock.
Dividends

We have paid no dividends on our common stock since our inception. At the present time, we intend to retain earnings, if any, to finance the expansion of our business. The
payment of dividendsin the future will depend on our earnings and financial condition and on such other factors as the Board of Directors may consider appropriate.
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The Delaware General Corporation Law (“DGCL”) sets out when a company is restricted from declaring or paying dividends. Under Section 170 of the DGCL, a company may

not declare or pay a dividend out of net profits if the capital of the company is less than the aggregate amount of the capital represented by the issued and outstanding stock of all
classes having a preference upon the distribution of assets until the deficiency in the amount of such capital has been repaired.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information as of December 31, 2011 with respect to compensation plans (including individual compensation arrangements) under which our

equity securities are authorized for issuance:

Equity Compensation Plan Information

Number of securities

Number of securities remaining available for

to beissued upon Weighted-average future issuance under
exer cise of exercise price of equity compensation plans
outstanding options, outstanding options, (excluding securities

Plan Category warrantsand rights warrantsand rights reflected in column (a)

@ (b) (©

Equity compensation plans approved

by security holders
Second Amended and Restated Stock
Option Plan(1) 15,980,375 (1) $067 (1) 1,521,163
Restricted Share Plan 0 N/A 0
2006 Stock Appreciation Rights
Plan(2) 675,000 (2) $061 (2) 6,325,615
Amended and Restated Directors
Compensation Plan(3) 0 (33 N/A (3) 92,300
Amended and Restated Retention
Warrants Plan 626,750 $2.60 1,873,250
Employee Share Purchase Plan(4) 0 4 N/A N/A
Equity compensation plans not
approved by security holders
None N/A N/A N/A
Total 17,282,125 $0.74 9,812,328

(@] The maximum number of shares of common stock issuable upon exercise of options granted pursuant to the Second Amended and Restated Stock Option Plan (the “ Stock
Option Plan”) is equal to the greater of (i) 4,000,000 shares of common stock and (ii) 12.5% of the number of issued and outstanding shares of common stock from time to
time. Asaresult, any increase in the issued and outstanding shares will result in an increase in the number of shares of common stock available for issuance under the Stock
Option Plan, and any exercises of optionswill make new grants available under the Stock Option Plan.

2 The maximum number of shares of common stock which may be issued pursuant to the 2006 Stock Appreciation Rights Plan (the “ SARs Plan”) is the greater of 4,150,000 or 5%
of theissued and outstanding shares of common stock. The shares of common stock reserved for issuance upon the exercise of SARs that terminate, expire unexercised or are
cancelled shall be available for subsequent grants of SARs under the SARs Plan.

3 Shares of common stock are issued directly under the Amended and Restated Directors' Compensation Plan (“ Directors Compensation Plan”) without exercise of any option,
warrant or right.

4 We have not issued shares under the Employee Share Purchase Plan since its approval by our stockholders.

Pursuant to a Restricted Share Agreement (the “Restricted Share Agreement”) with our executive, Marc Sokol, dated as of November 12, 2010, we agreed to issue 2,500,000

shares of common stock to Mr. Sokol over afour-year period. Mr. Sokol will be issued 25% of the shares on each anniversary of November 12, 2010, with 25% of each tranche of newly
issued shares to be released on each such anniversary and an additional 25% to be released each successive year thereafter. In the event of a change in control of the Company, the
shares of common stock shall be immediately issued and released to Mr. Sokol. Upon Mr. Sokol’s resignation on January 31, 2012, prior to issuance of all of the shares, 1,875,000
unissued shares were forfeited.
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In connection with our merger in October 2008, and independently of an equity compensation plan, we issued certain warrants to company employees. As of December 31,
2011, these warrants could be exercised for 4,975,000 shares of common stock at aweighted average exercise price of $0.98.

Repurchases of Equity Securities
None.
Recent Sales of Unregistered Securities

Information regarding other securities sold by us but not registered under the Securities Act of 1933, as amended (the “ Securities Act”), during the fiscal year ended December

31, 2011 has been previously included in our Quarterly Reports on Form 10-Q for the periods ended March 31, 2011, June 30, 2011 and September 30, 2011 and in Current Report on Form
8-K filed with the SEC on July 1, 2011.

The following sets forth information regarding securities sold by us but not registered under the Securities Act subseguent to the fiscal year ended December 31, 2011 through
the date of thisfiling that were not reported on a Current Report on Form 8-K filed with the SEC during that period:

On January 17, 2012, we issued shares of common stock without registration under the Securities Act to non-management directors in payment pursuant to our Directors
Compensation Plan of their semi-annual directors’ feesfor the six-month period ended December 31, 2011 in the following aggregate amounts:

John R. Anderson 42,727
Gabriel A. Battista 34,545
Shirley Strum Kenny 36,364
David Kronfeld 36,364
Charles B. Wang 40,000

Total 190,000

The aggregate value of the 190,000 shares of common stock issued to Dr. Kenny and Messrs. Anderson, Battista, Kronfeld and Wang was $47,723 on the date of
issuance. We issued these shares of common stock pursuant to the exemption from registration set forth in Section 4(2) of the Securities Act and Regulation D promulgated
thereunder. Thisissuance qualified for exemption from registration under the Securities Act because (i) each of the directors was an accredited investor at the time of the issuance, (ii)
we did not engage in any general solicitation or advertising in connection with theissuance, and (iii) each of the directors received restricted securities.

Item 6. Selected Financial Data

Asasmaller reporting company, we are not required to include thisinformation in our Annual Report on Form 10-K.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Management’s Discussion and Analysis of Financial Condition and Results of Operations

This management’s discussion and analysis (“MD&A”") of the financial condition and results of operations of the Company should be read in conjunction with our audited
consolidated financial statements and accompanying notes for the years ended December 31, 2011 and 2010, which have been prepared in accordance with United States generally
accepted accounting principles (“U.S. GAAP”). All dollar amounts arein U.S. dollars (“US$” or “$") unless stated otherwise. Asat March 14, 2012, the Bank of Canada noon rate for
conversion of United States dollars to Canadian dollars (“CDN$") was US$1 to CDN$ 0.9915.

Our MD&A isintended to enable readers to gain an understanding of our current results and financial position. To do so, we provide information and analysis comparing the
results of operations and financial position for the current year to those of the preceding comparable year. We aso provide analysis and commentary that we believe is required to
assess our future prospects. Accordingly, certain sections of this report contain forward-looking statements that are based on current plans and expectations. These forward-looking
statements are affected by risks and uncertainties that are discussed in Item 1A of this Annual Report on Form 10-K and below in the section titled “ Cautions Regarding Forward-
Looking Statements” and that could have a material impact on future prospects. Readers are cautioned that actual results could vary from those forecasted in thisMD&A.

Cautions Regar ding Forwar d-L ooking Statements

This MD&A contains certain forward-looking statements that reflect management’s expectations regarding our growth, results of operations, performance and business
prospects and opportunities.

Statements about our future plans and intentions, results, levels of activity, performance, goals, achievements or other future events constitute forward-looking
statements. Wherever possible, words such as “may,” “will,” “should,” “could,” “expect,” “plan,” “intend,” “anticipate,” “believe,” “estimate,” “predict,” or “potentia” or the
negative or other variations of these words, or similar words or phrases, have been used to identify these forward-looking statements. These statements reflect management’s current
beliefs and are based on information available to management as at the date of this Annual Report on Form 10-K.

Forward-looking statements involve significant risk, uncertainties and assumptions. Many factors could cause actual results, performance or achievements to differ materially
from the results discussed or implied in the forward-looking statements. These factors should be considered carefully and readers should not place undue reliance on the forward-
looking statements. Although the forward-looking statements contained in this MD&A are based upon what management believes to be reasonable assumptions, we cannot assure
readers that actual results will be consistent with these forward-looking statements. These forward-looking statements are made as of the date of this Annual Report on Form 10-K and
we assume no obligation to update or revise them to reflect new events or circumstances, except as required by law. Many factors could cause our actual results, performance or
achievements to be materially different from any future results, performance or achievements that may be expressed or implied by such forward-looking statements, including: our ability
to develop and execute on our business plan, including further diversifying our customer base; continuing to invest in and expand our sports-related business; our ability to increase
revenue; general economic and market segment conditions; our customers' subscriber levels; the financial health of our customers; our ability to pursue and consummate acquisitions
in atimely manner; our continued relationships with our customers; our ability to negotiate favorable terms for contract renewal's; competitor activity; product capability and acceptance
rates; technology changes; regulatory changes; foreign exchange risk; interest rate risk; and credit risk. A more detailed assessment of the risks that could cause actual results to
materially differ from current expectationsis contained in Item 1A, “Risk Factors.”

Overview

NeuLion is aleading technology service provider delivering live and on-demand content to Internet-enabled devices. Through our cloud-based end-to-end solution, we build
and manage private, interactive digital networks that enable our customers to provide a destination for their subscribers to view and interact with their content. We were incorporated
on January 14, 2000 under the Canada Business Corporations Act and were domesticated under Delaware law on November 30, 2010. Our common stock is listed on the Toronto Stock
Exchange (“ TSX").

Our core business and business model has evolved from a provider of professional information technology services and international programming to a provider of
customized, end-to-end interactive, video services for awide range of professional and collegiate sports properties, cable networks and operators, content owners and distributors, and
telecommunication companies. Shifts in consumer behavior drive technology reguirements, and our technology empowers our customers to capitalize on the growing consumer
demand for viewing video content on multiple types of Internet-enabled devices. Our technology enables delivery to a range of Internet-enabled devices, including personal
computers, laptops, mobile devices, gaming consoles, tablets, Internet-enabled TV, third-party set top boxes (“ STBS’), standard TV sets that have Internet-connected STBs and other
Internet-enabled consumer accessories. Our platform offers an end-to-end service, which includes content management, subscriber management, digital rights management, billing
services, app creation, content delivery and advertising substitution.
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Key Developmentsin Fiscal 2011

On June 29, 2011, we completed a private placement of approximately $5.0 million of Class 4 Preference Shares (the "Class 4 Preference Shares") priced at $0.4582 per share. The
private placement was made to JK&B Capital V, L.P. and to JK&B Special Opportunity Fund, L.P., an entity in which Mr. Wang, the Chairman of the Board of Directors of the Company,
holds an ownership interest. Mr. Kronfeld, another director of the Company, holds ownership interests in both JK&B entities. The Class 4 Preference Shares bear certain rights,
preferences, privileges and restrictions including, as and when duly declared by the Board of Directors of the Company, the right to receive fixed preferential cumulative dividends at the
rate of 8% per annum from issuance. Unless declared earlier by the Board of Directors out of the assets of the Company properly applicable to the payment of dividends, such
dividends shall be payable only upon aliquidation event or redemption by the Company, as provided in the Company's Certificate of Designation for the Class 4 Preference Shares. The
proceeds of the private placement are being used for general working capital purposes.

Overall Performance
We use the term “organic” to refer to the period-over-period changes in our revenues and expenses, excluding the revenues and expenses of TransVideo (acquisition

consummated October 1, 2010). This permits readers to better compare current year and prior year revenues and expenses, and to understand changes that have occurred, without
regard to the effect of the acquisition of TransVideo.
Highlights

» Total Revenueincreased by $6.5 million, or 20%), as compared to theprior year.

» Services Revenueincreased by $5.1 million, or 16%, ascompared to theprior year.

» Cost of Services Revenue, exclusive of depreciation and amortization, improved by 3%, as a per centage of servicesrevenue, ascompared to theprior year.

» Non-GAAP Adjusted EBITDA L oss (as defined below) improved by $4.1 million, or 37%, ascompared to the prior year.

Overview

Total revenue for fiscal 2011 was $39.7 million, an increase of $6.5 million, or 20%, from $33.2 million in fisca 2010. The improvement was a result of organic growth of $5.4
million and a$1.1 million increase in revenue from TransVideo.

The organic revenue growth of $5.4 million was due to an increase in our services revenue of $5.1 million and an increase in our equipment revenue of $0.3 million. The
$5.1 million increase in services revenue was comprised of $0.6 million of revenue from new customers coupled with $4.5 million from existing customers.

Our net loss attributable to common stockholders for fiscal 2011 was $14.2 million, or aloss of $0.10 per basic and diluted share of common stock, compared with a net loss of
$17.5 million, or aloss of $0.14 per basic and diluted share of common stock, in fiscal 2010. The decreasein net loss attributable to common stockholders of $3.3 million, or 19%, was due
to the following:

an increasein total revenue of $6.5 million;

adecrease in selling, general and administrative expenses, excluding stock-based compensation of $0.7 million;
adecrease in stock-based compensation of $0.7 million (non-cash item);

a$0.1 million foreign exchange loss in fiscal 2010 as compared to anominal foreign exchange gain in 2011; and
an improvement to the carrying amount of redeemable preferred stock of $0.5 million (non-cash item).

offset by the following:

anincreasein cost of revenue of $1.9 million;

an increase in research and devel opment expenses of $1.2 million;

an increase in depreciation and amortization of $0.2 million (non-cash item);

aloss on dissolution of majority-owned subsidiary of $0.2 million in fiscal 2011 (non-cash item);
deferred income taxes of $0.3 million in fiscal 2011 (non-cash item); and

an unrealized gain on derivative of $1.4 million in fiscal 2010 (non-cash item).
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Our non-GAAP Adjusted EBITDA loss (as defined below) was $6.9 million for the year ended December 31, 2011, compared with $11.0 million for the year ended December 31,

2010. Theimprovement in non-GAAP Adjusted EBITDA loss was due to the impact of theitems noted in the net loss discussion above.

We report non-GAAP Adjusted EBITDA loss because it is a key measure used by management to evaluate our results and make strategic decisions about the Company,

including potential acquisitions. Non-GAAP Adjusted EBITDA loss represents net loss before interest, income taxes, depreciation and amortization, stock-based compensation,
unrealized gain/loss on derivatives, investment income, non-controlling interests and foreign exchange gain/loss.  This measure does not have any standardized meaning prescribed by
U.S. GAAP and therefore is unlikely to be comparable to the calculation of similar measures used by other companies, and should not be viewed as an alternative to measures of
financial performance or changesin cash flows calculated in accordance with U.S. GAAP.

The reconciliation from net loss to non-GAAP Adjusted EBITDA lossis as follows:

Consolidated Statement of Oper ations Reconciliation:

Yearsended,
December 31,
2011 2010
$ $
Consolidated net losson a GAAP basis (14,373,030) (17,167,466)
Depreciation and amortization 5,367,289 5,177,980
Stock-based compensation 1,647,422 2,360,187
Unrealized gain on derivative 0 (1,389,300)
L oss on dissolution of majority-owned subsidiary 227,402 0
Deferred income taxes 299,094 0
Investment income and foreign exchange gain (10ss) (44,883) (14,634)
Non-GAAP Adjusted EBITDA loss (6,876,706) (11,033,233)
OPERATIONS
Revenue

We earn revenue from four broad categories of customers:

TV Everywhere

This category contains all of our non-sports customers that own content rights, including content aggregators and distributors. These customersinclude Dish Network,
KyLinTV, Sky Angel, BTN2GO and the Independent Film Channel.

Pro Sports
This category contains all of our major, minor and junior sports |eague customers. These customers include the National Football League (NFL), the National Hockey League
(NHL), the National Basketball Association (NBA), Ultimate Fighting Championship (UFC), Major L eague Soccer (MLS) and the American Hockey League (AHL).

College Sports
This category contains all of our college and collegiate conference customers. We partner with many National Collegiate Athletic Association (NCAA) schools and have
agreementsin place with over 150 colleges, universities and related websites.

Other
This category includes our business-to-consumer (“B2C”) business, in which we market our own content directly to customers, and various consulting services.
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Within each of these four categories of customers, revenue is categorized as follows:
e  Servicesrevenue, which consists of:

e  Setup fees- non-recurring and charged to customers for design, setup and implementation services.

e Monthly/annual fees - recurring and charged to customers for ongoing hosting, support and maintenance.

e Variablefees- recurring and earned through subscriptions, usage, advertising, support and eCommerce.

= Subscription revenue consists of recurring revenue based on the number of subscribers. Revenue istypically generated on a monthly, quarterly or annual basis

and can be either afixed fee per user or avariable fee based on a percentage of the subscription price.
Usage fees are charged to customers for bandwidth and storage.
Advertising revenues are earned through the insertion of advertising impressions on websites and in streaming video at a cost per thousand impressions.

Support revenue consists of fees charged to our customer for providing customer support to their end users.
eCommerce revenues are earned through providing customers with ticketing and retail merchandising web solutions.

e Equipment revenue, which is non-recurring, consists of the sale of STBs to content partners and/or end users and is recognized when title to a STB passes to our
customer. Shipping revenue, STB rentals and computer hardware sales are also included in equipment revenue.

Cost and Expenses
Cost of servicesrevenue
Cost of servicesrevenue primarily consists of:
e royalty payments;
o broadcast operating costs (teleport fees, bandwidth usage fees, colocation fees); and
e cost of advertising revenue, which is subject to revenue shares with the content provider.
Cost of equipment revenue
Cost of equipment revenue primarily consists of purchases of STB products and parts for resale to customers. Shipping costs are included in cost of equipment revenue.
Selling, general and administrative expenses, including stock-based compensation
Selling, general and administrative (“SG&A”) costs, including stock-based compensation, include:
. Wages and benefits — represents compensation for our full-time and part-time employees as well as fees for consultants who we use from time to time;
. Stock-based compensation — represents the estimated fair value of our options, warrants and stock appreciation rights (“ Convertible Securities”) for financial accounting
purposes, prepared using the Black-Scholes-Merton model, which requires a number of subjective assumptions, including assumptions about the expected life of the
Convertible Securities, risk-free interest rates, dividend rates, forfeiture rates and the future volatility of the price of our shares of common stock. The estimated fair value
of the Convertible Securities is expensed over the vesting period, which is normally four years, with the Convertible Securities vesting in equal amounts each
month. However, our Board of Directors has the discretion to grant options with different vesting periods;
. Marketing — represents expenses for both global and local marketing programs that focus on corporate marketing activities (B2B) and marketing campaigns for various
sports and international properties (B2C). Theseinitiatives entail both online and traditional expenditures and include search engine marketing, digital media buys, e-mail

and social media marketing, grassroots and event marketing, print and radio advertising, and reseller/affiliate sales channels;

. Professional fees— represents legal, accounting, and public and investor relations expenses; and
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. Other SG& A expenses — represents travel expenses, rent, office supplies, corporate I T services, credit card processing fees and other general operating expenses.
Research and development

Research and development costs (“R&D”) primarily consist of wages and benefits for R& D department personnel.

RESULTSOF OPERATIONS
Fiscal 2011 to Fiscal 2010

Our consolidated financial statements for our fiscal years ended December 31, 2011 and 2010 have been prepared in accordance with U.S. GAAP. A comparison of our results
of operationsfor fiscal 2011 and fiscal 2010 isasfollows:

2011 2010 Change
$ $ %
Revenue
Services revenue 36,612,650 31,500,279 16%
Equipment revenue 3,053,732 1,673,469 82%
Total Revenue 39,666,382 33,173,748 19%
Costsand expenses
Cost of services revenue, exclusive of depreciation
and amortization shown separately below 13,985,258 12,842,304 9%
Cost of equipment revenue 2,391,212 1,575,118 52%
Selling, general and administrative, including
stock-based compensation 25,612,668 27,101,557 -5%
Research and devel opment 6,201,372 5,048,189 23%
Depreciation and amortization 5,367,289 5,177,980 4%
53,557,799 51,745,148 4%
Operating loss (13,891,417) (18,571,400) -24%
Other income (expense)
Unrealized gain on derivative - 1,389,300 -
Gain (loss) on foreign exchange 12,985 (47,160) -128%
Investment income 31,898 61,794 -48%
L oss on dissolution of majority-owned subsidiary (227,402 - -
(182,519) 1,403,934 -113%
Net and comprehensive loss beforeincome taxes (14,073,936) (17,167,466) -17%
Deferred income taxes (299,094) - -
Net and comprehensive loss (14,373,030) (17,167,466) -15%
Net loss attributable to non-controlling interest 21,485 8,771 145%
Net loss attributableto controlling inter est (14,351,545) (17,158,695) -15%
Adjustment to the carrying amount of redeemable preferred stock 153,233 (362,046) -142%
Net and compr ehensive loss attributable to NeuL ion, Inc. common stockholders (14,198,312) (17,520,741) -18%

Revenue
Servicesrevenue
Services revenue increased from $31.5 million for the year ended December 31, 2010 to $36.6 million for the year ended December 31, 2011. Services revenue includes revenue

from TV Everywhere, pro sports, college sports and other customers and is comprised of set-up fees, annual/monthly fees and variable fees. Y ear-over-year variances in each sector are
detailed below:

26




Table of Contents
TV Everywhere

Revenue from TV Everywhere customersincreased from $8.5 million for the year ended December 31, 2010 to $9.1 million for the year ended December 31, 2011. The $0.6 million
increase was aresult of an increase in set-up fees of $0.4 million and variable subscription fees of $0.2 million.

Pro Sports

Revenue from Pro Sports customers increased from $7.0 million for the year ended December 31, 2010 to $12.6 million for the year ended December 31, 2011. The $5.6 million
improvement was the result of an increase in revenues from the following: set-up fees of $1.7 million; variable subscription fees of $1.6 million; variable support fees of $0.7 million; and
variable usage fees of $1.6 million.

College Sports

Revenue from College Sports customers decreased from $10.8 million for the year ended December 31, 2010 to $10.6 million for the year ended December 31, 2011. The $0.2
million change was aresult of adecrease in variable eCommerce revenues.

Other Customers

Revenue from other customers decreased from $5.2 million for the year ended December 31, 2010 to $4.3 million for the year ended December 31, 2011. The $0.9 million change
primarily resulted from decreases of $0.6 million in variable subscription fees and $0.2 million in variable advertising fees.

Equipment revenue

Equipment revenue increased from $1.7 million for the year ended December 31, 2010 to $3.1 million for the year ended December 31, 2011. The $1.4 million increase was
comprised of organic growth of $0.3 million and an increase in revenue from TransVideo of $1.1 million. Over 85% of our equipment revenue is generated from our TV Everywhere
customers.
Costsand Expenses
Cost of servicesrevenue

Cost of services revenue increased from $12.8 million for the year ended December 31, 2010 to $14.0 million for the year ended December 31, 2011. Cost of servicesrevenue asa
percentage of services revenue decreased from 41% for the year ended December 31, 2010 to 38% for the year ended December 31, 2011. The 3% improvement (as a percentage of
services revenue) primarily relates to our having negotiated lower rates on bandwidth costs.
Cost of equipment revenue

Cost of equipment revenue increased from $1.6 million for the year ended December 31, 2010 to $2.4 million for the year ended December 31, 2011. Cost of equipment revenue
as a percentage of equipment revenue decreased from 94% for the year ended December 31, 2010 to 78% for the year ended December 31, 2010. The 16% improvement (as a percentage
of equipment revenue) was primarily the result of purchasing STBs at lower prices through the acquisition of TransVideo.
Selling, general and administrative, including stock-based compensation

Selling, general and administrative, including stock-based compensation, decreased from $27.1 million for the year ended December 31, 2010 to $25.6 million for the year ended
December 31, 2011. The total decrease of $1.5 million was due to an organic decrease of $2.0 million offset by an increase of $0.5 million from TransVideo. The individual variances are

asfollows:

e Wages and benefits increased from $16.2 million for the year ended December 31, 2010 to $17.0 million for the year ended December 31, 2011. The organic increase of
$0.8 million was due to an increase in employees.

e  Stock-based compensation expense decreased from $2.4 million for the year ended December 31, 2010 to $1.7 million for the year ended December 31, 2011. The decrease of $0.7

million was primarily due to the modification of five million incentive warrantsin 2010 which resulted in an expense of $1.1 million in that year; no such expense wasincurred in
2011. Thiswas offset by compensation expense of $0.3 million resulting from additional grants of stock options.
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e Marketing expenses decreased from $0.9 million for the year ended December 31, 2010 to $0.7 million for the year ended December 31, 2011. The $0.2 million decrease was
primarily due to adecrease in online marketing.

o Professiona fees decreased from $2.2 million for the year ended December 31, 2010 to $1.8 million for the year ended December 31, 2011. The $0.4 million decrease primarily
represents legal fees and valuation services provided in connection with the acquisition of TransVideo in 2010.

o Other SG&A expenses decreased from $5.4 million for the year ended December 31, 2010 to $4.4 million for the year ended December 31, 2011. The $1.0 million decrease was
primarily due to a$0.6 million reserve for areceivablein 2010.

Research and development

Research and development costs increased from $5.0 million for the year ended December 31, 2010 to $6.2 million for the year ended December 31, 2011. TransVideo accounted
for $0.5 million of theincrease. The organic increase of $0.7 million increase was due to an increase in R& D employees.

Depreciation and amortization

Depreciation and amortization increased from $5.2 million for the year ended December 31, 2010 to $5.4 million for the year ended December 31, 2011. The $0.2 million increase
was due to the amortization of TransVideo's acquired intangible assets.

Unrealized gain on derivative securities

Unrealized gain on derivative securities decreased from $1.4 million for the year ended December 31, 2010 to $0 for the year ended December 31, 2011. We adopted ASC 815-40
effective January 1, 2009, which required us to record at fair value all convertible securities denominated in a currency other than our functional currency. Our only such securities were
11,000,000 warrants denominated in Canadian dollars. Accordingly, on January 1, 2009, the grant date fair value of U.S. $2.5 million of these 11,000,000 warrants was reallocated from
additional paid-in capital, a derivative liability was recorded in the amount of $0.6 million and an adjustment of $1.9 million was made to opening accumulated deficit. These warrants
expired on October 20, 2010. The difference between the fair value at December 31, 2010 of zero and the fair value at December 31, 2009 of $1.4 million resulted in an unrealized gain on
derivative of $1.4 million.

These warrants were recorded at their relative fair values at issuance, determined using the Black-Scholes-Merton model. Any change in value between reporting periods was
recorded as other income (expense).

LIQUIDITY AND CAPITAL RESOURCES

Our cash position was $12.3 million at December 31, 2011. In 2011, we used $3.6 million to fund operations in 2011, which included cash inflows from changes in operating
assets and liabilities of $3.3 million. Additionally, we received $4.8 million (net) in a private placement and spent $1.9 million to purchase fixed assets.

As of December 31, 2011, our principal sources of liquidity included cash and cash equivalents of $12.3 million and trade accounts receivable of $3.5 million. We closed a $5.0
million private placement of our Class 4 Preference Shares on June 29, 2011; we are using the net proceeds of $4.8 million from this private placement for general working capital
purposes. We continue to closely monitor our cash balances to ensure that we have sufficient cash on hand to meet our operating needs. Management believes that we have sufficient
liquidity to meet our working capital and capital expenditure requirements for the next twelve months.

At December 31, 2011, approximately 86% of our cash and cash equiva ents were held in accounts with U.S. banks that received a BBB+ rating from Standard and Poor’s and an
A3 rating from Moody's. The Company believes that these U.S. financial institutions are secure notwithstanding the current global economy and that we will be able to access the
remaining balance of bank deposits. Our investment policy isto invest in low-risk short-term investments which are primarily term deposits. We have not had a history of any defaults
on these term deposits, nor do we expect any in the future given the short term to maturity of these investments.
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Our business as currently operated is still in its early stages, with only afew years of operating history. In 2006, our business model evolved from a provider of professional
information technology services and international programming to a provider of customized, end-to-end interactive, video services for awide range of professional and collegiate sports
properties, cable networks and operators, content owners and distributors, and telecommunication companies. From our inception, we have incurred substantial net losses and have an
accumulated deficit of $75.3 million; however, our non-GAAP Adjusted EBITDA losses (as previously defined) have continuously improved year-over-year and management expects
this trend to continue. We continue to review our operating structure in an attempt to maximize revenue opportunities, further reduce costs and achieve profitability. Based on our
current business plan and internal forecasts, and considering the risks that are present in the current global economy, we believe that our cash on hand will be sufficient to meet our
working capital and operating cash requirements for the next twelve months. However, we will require expenditures of significant funds for marketing, building our subscriber
management systems, programming and website devel opment, maintai ning adequate video streaming and database software, pursuing and maintaining channel distribution agreements
with our channel partners, fees relating to acquiring and maintaining Internet streaming rights to our content and the construction and maintenance of our delivery infrastructure and
office facilities. Cash from operations could be affected by various risks and uncertainties, including, but not limited to, the risks detailed in this Annual Report on Form 10-K. If our
actual cash needs are greater than forecasted and if cash on hand is insufficient to meet our working capital and cash requirements for the next twelve months, we will reguire outside
capital in addition to cash flow from operations in order to fund our business. Our short operating history, our current lack of profitability and the prolonged upheaval in the capital
markets could each or all be factors that might negatively impact our ability to obtain outside capital on reasonable terms, or at all. |If we were ever unable to obtain needed capital, we
would reevaluate and reprioritize our planned capital expenditures and operating activities. We cannot assure you that we will ultimately be able to generate sufficient revenue or
reduce our costs in the anticipated time frame to become profitable and have sustainable net positive cash flows.

Working Capital Requirements
Our net working capital at December 31, 2011 was $(2.7) million, a decrease of $4.1 million from the December 31, 2010 net working capital of $1.4 million. Our working capital

ratios at December 31, 2011 and 2011 were 0.88 and 1.08, respectively. Included in current liabilities at December 31, 2011 and 2010 are approximately $6.6 million and $6.4 million,
respectively, of liabilities (deferred revenue) that we do not anticipate settling in cash. Excluding these liabilities, our working capital ratios at December 31, 2011 and 2010 were 1.26 and

1.72, respectively.
The change in working capital was primarily due to an increase in current liabilities of $4.1 million.
Current assets at December 31, 2011 were $18.9 million, an increase of $0.1 million from the December 31, 2010 balance of $18.8 million.

Current liabilities at December 31, 2011 were $21.5 million, an increase of $4.1 million from the December 31, 2010 balance of $17.4 million. The change was dueto an increasein
accounts payable of $4.1 million.

Cash Flows
Summary balance sheet data:
Asat December 31,
2011 2010
$ $

Current Assets

Cash and cash equivalents 12,346,882 12,929,325
Accounts receivable, net 3,494,077 2,356,843
Other receivables 309,764 296,154
Inventory, net 797,436 946,780
Prepaid expenses and deposits 1,189,311 1,014,703
Due from related parties 734,452 1,261,776
Total current assets 18,871,922 18,805,581
Current Liabilities

Accounts payable 9,597,359 5,504,489
Accrued ligbilities 5,314,308 5,431,217
Dueto related parties 13,298 26
Deferred revenue 6,624,693 6,432,445
Total current liabilities 21,549,658 17,368,177
Working capital ratio 0.88 1.08
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Comparative summarized cash flows:

Year Ended
December 31,
2011 2010
$ $
Cash used in operating activities (3,556,164) (8,105,864)
Cash used ininvesting activities (1,875,825) (1,708,983)
Cash provided by financing activities 4,849,546 9,786,493

Operating activities

Cash used in operating activities for the year ended December 31, 2011 was $3.6 million. Changes in net cash used in operating activities reflect the consolidated net loss of
$14.4 million for the year, less:

. non-cash items in the amount of $7.5 million, which relates to stock-based compensation, depreciation and amortization, deferred income taxes and loss on dissol ution of
majority-owned subsidiary; and

. changes in operating assets and liabilities of $3.3 million.
Investing activities

Cash used in investing activities for the year ended December 31, 2010 was $1.9 million. These funds were used to purchase fixed assets.
Financing activities

Cash provided by financing activities was $4.8 million for the year ended December 31, 2011. These funds were received from a $5.0 million private placement of Class 4
Preference Shares, offset by professional fees of $0.2 million.

Off Balance Sheet Arrangements
The Company did not have any off balance sheet arrangements as of December 31, 2011.
Financial Instruments

Our financial instruments are comprised of cash and cash equivalents, accounts receivable, other receivables, deposits, accounts payable, accrued liabilities, anounts due
to/from related parties, and deferred revenue.

Fair value of financial instruments

Fair value of afinancial instrument is defined as the amount for which the instrument could be exchanged in a current transaction between willing parties. The estimated fair
value of our financial instruments approximates their carrying value due to the short maturity term of these financial instruments.

Risks associated with financial instruments
Foreign exchange risk

We are exposed to foreign exchange risk as aresult of transactions in currencies other than our functional currency of the United States dollar. The majority of our revenues
aretransacted in U.S. dollars, and the mgjority of our expenses are transacted in U.S. or Canadian dollars. We do not use derivative instruments to hedge against foreign exchange risk.

Interest rate risk

We are exposed to interest rate risk on our invested cash and cash equivalents and our short-term investments. The interest rates on these instruments are based on bank
rates and therefore are subject to change with the market. We do not use derivative financial instrumentsto reduce our interest rate risk.

30




Table of Contents
Credit risk

We sell our services to a variety of customers under various payment terms and therefore are exposed to credit risk. We have adopted policies and procedures designed to
limit this risk. The maximum exposure to credit risk at the reporting date is the carrying value of receivables. We establish an allowance for doubtful accounts that represents our
estimate of incurred lossesin respect of accounts receivable.

CRITICAL ACCOUNTING POLICIESAND ESTIMATES

Our consolidated financial statements are prepared in conformity with U.S. GAAP, which requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and
expenses during the reporting periods. Actual results could differ from those estimates. On an ongoing basis, management reviews its estimates to ensure they appropriately reflect
changes in our business and new information as it becomes available. If historical results and other factors used by management to make these estimates do not reasonably predict
future actual results, our consolidated financial position and results of operations could be materially impacted.

We believe the following critical accounting policiesinvolve the more significant judgments and estimates used in the preparation of our consolidated financial statements.

Business combinations
We allocate the purchase price to tangible assets and intangible assets based on fair values, with the excess of the purchase price being allocated to goodwill.

Our acquisition of TransVideo in 2010 resulted in the allocation of a portion of the purchase price to acquired intangible assets. In order to determine the fair value of these
intangible assets, we make estimates and judgments based on assumptions about the future expected cash flows. We also make estimates about the useful lives of those acquired
intangible assets. Should different conditions prevail, we could record write-downs of intangible assets or changes in the estimates of useful lives of those intangible assets, which
would result in changes to amortization expense.

Accountsreceivable

We maintain a provision for estimated losses resulting from the inability of our customers to make required payments. Management considers the following factors when
determining the collectability of specific customer accounts: customer credit-worthiness, past transaction history with the customer, current economic industry trends and changes in
customer payment terms. If the financial conditions of our customers were to deteriorate, adversely affecting their ability to make payments, additional allowances would be
required. Asof December 31, 2011 and 2010, the allowance for doubtful accounts was $64,132 and $60,555, respectively.

Inventory

We evaluate our ending inventories for estimated excess quantities and obsolescence. This evaluation includes analyses of sales levels and projections of future demand
within specific time horizons. Inventories in excess of future demand are reserved. In addition, we assess the impact of changing technology and market conditions on our inventory on
hand and write off inventories that are considered obsolete.

Property, plant and equipment

We review the carrying value of property, plant and equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual disposition. If these future undiscounted cash flows are less than the carrying value of the
asset, then the carrying amount of the asset is written down to its fair value, based on the related estimated discounted future cash flows. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the property, plant and equipment is used and the effects of obsolescence,
demand, competition and other economic factors. Based on this assessment, no impairment was recorded for the years ended December 31, 2011 and 2010.

I ntangible assets

We review the carrying value of our definite lived intangible assets for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual disposition. If these future undiscounted cash flows are |ess than the carrying value of the
asset, then the carrying amount of the asset is written down to its fair value, based on the related estimated discounted future cash flows. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the intangible assets are used and the effects of obsolescence, demand,
competition and other economic factors. Based on this assessment, no impairment was recorded for the years ended December 31, 2011 and 2010.
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Goodwill

Goodwill is not amortized but is subject to an annual impairment test at the reporting unit level and between annual tests if changes in circumstances indicate a potential
impairment. The Company performs this annual goodwill impairment test as of October 1 of each calendar year. Goodwill impairment is assessed based on a comparison of the fair value
of each reporting unit to the underlying carrying value of the reporting unit's net assets, including goodwill. If the carrying value of the reporting unit exceeds its fair value, the
Company performs the second step of the goodwill impairment test to determine the amount of the impairment loss. The second step of the impairment test involves comparing the
implied fair value of the reporting unit's goodwill with its carrying amount to measure the amount of impairment loss, if any. The Company's impairment test is based on its single
operating segment and reporting unit structure. For the years ended December 31, 2011 and 2010, there was no impairment |0ss.

Stock-based compensation and other stock-based payments

We account for all stock options and warrants using afair value-based method. The fair value of each stock option and warrant granted is estimated on the date of the grant
using the Black-Scholes-Merton option pricing model and the related stock-based compensation expense is recognized over the vesting period. The fair value of the warrants granted
to non-employees is measured as the warrants vest.

Stock appreciation rights give the holder the right to elect one of three options: receive cash in an amount equal to the excess of the quoted market price over the stock
appreciation right price; receive common stock in an amount equal to the fair value of the common stock less the exercise price divided by the market value of the common stock from
treasury; or receive common stock by making a cash payment equal to the exercise price. Our Board of Directors has discretionary authority to accept or reject a cash payment request
in whole or in part. Stock-based compensation expense is calculated as the fair value of the vested portion of the stock appreciation rights outstanding, with ongoing measurement of
the outstanding liability at each reporting date. The liability is classified as a current liability on the consolidated balance sheets. If the holder elects to purchase common stock, the
liability is credited to additional paid-in capital.

Restricted share units give the holder the right to one share of common stock for each vested restricted share unit. These awards vest on a monthly basis over a four-year
vesting period. Stock-based compensation expense related to restricted share unit awards is recorded based on the market value of the common stock when the common stock is
issued, which generally coincides with the vesting period of these awards.

Restricted stock awards gives the holder the right to one share of common stock for each vested share of restricted stock. These awards vest on a yearly basis over a four-
year vesting period. Stock-based compensation expense is recorded based on the market value of the common stock on the grant date and recognized over the vesting period of these
awards.

Amortization policies and useful lives

We amortize the cost of property, plant and equipment and intangible assets over the estimated useful service lives of these items. The determinations of estimated useful lives
of these long-lived assets involve considerable judgment. In determining these estimates, we take into account industry trends and Company-specific factors, including changing
technol ogies and expectations for the in-service period of these assets. On an annual basis, we reassess our existing estimates of useful lives to ensure they match the anticipated life of
the technology from arevenue producing perspective. If technological change happens more quickly than anticipated, we might have to shorten our estimate of the useful life of certain
equipment, which could result in higher amortization expense in future periods or an impairment charge to write down the value of this equipment.

Taxes

As part of the process of preparing our consolidated financial statements, we are required to estimate our income taxes in each of the jurisdictions in which we operate. This
process involves estimating the actual current tax expense, together with assessing temporary differences resulting from differing treatment of items for tax and accounting purposes.
These differences result in deferred tax assets and liabilities, which are included within our consolidated balance sheets. The carrying value of our deferred tax assets is adjusted by
avaluation allowance to recognize the extent to which the future tax benefits will be recognized on amore likely than not basis. Our net deferred tax liability consist primarily of indefinite
lived intangibles.

We record valuation allowances in order to reduce our deferred tax assets to the amount expected to be realized. In assessing the adequacy of recorded valuation allowances,
we consider a variety of factors, including the scheduled reversal of deferred tax liabilities, future taxable income, and prudent and feasible tax planning strategies. Under the relevant
accounting guidance, factors such as current and previous operating losses are given significantly greater weight than the outlook for future profitability in determining the deferred tax
asset carrying value.

Relevant accounting guidance addresses the determination of how tax benefits claimed or expected to be claimed on atax return should be recorded in the financial statements.
Under such guidance, we must recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on examination by the taxing
authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from such uncertain tax positions are measured based on the largest
benefit that has a greater than fifty percent likelihood of being realized upon ultimate resolution.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update No. 2011-05, “Presentation of Comprehensive Income” (“ASU No.
2011-05"), which improves the comparability, consistency, and transparency of financial reporting and increases the prominence of items reported in other comprehensive income
(“OCI™) by eliminating the option to present components of OCI as part of the statement of changes in stockholders' equity. The amendments in this standard require that all nonowner
changes in stockholders' equity be presented either in a single continuous statement of comprehensive income or in two separate but consecutive statements. Subsequently in
December 2011, the FASB issued Accounting Standards Update No. 2011-12, “Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of
Accumulated Other Comprehensive Income” (“ASU No. 2011-12"), which indefinitely defers the requirement in ASU No. 2011-05 to present on the face of the financial statements
reclassification adjustments for items that are reclassified from OCI to net income in the statement(s) where the components of net income and the components of OCI are presented.
The amendments in these standards do not change the items that must be reported in OCI, when an item of OCI must be reclassified to net income, or change the option for an entity to
present components of OCI gross or net of the effect of income taxes. The amendmentsin ASU No. 2011-05 and ASU No. 2011-12 are effective for interim and annual periods beginning
after December 15, 2011 and are to be applied retrospectively. The adoption of the provisions of ASU No. 2011-05 and ASU No. 2011-12 will not have amaterial impact on the Company's
consolidated financial position or results of operations.

In September 2011, the FASB issued Accounting Standards Update No. 2011-08, “Testing Goodwill for Impairment” (“ASU No. 2011-08"), which allows entities to use a
qualitative approach to test goodwill for impairment. ASU No. 2011-08 permits an entity to first perform a qualitative assessment to determine whether it is more likely than not that the
fair value of areporting unit isless than its carrying value. If it is concluded that thisis the case, it is necessary to perform the currently prescribed two-step goodwill impairment test.
Otherwise, the two-step goodwill impairment test is not required. ASU No. 2011-08 is effective for annual and interim goodwill impairment tests performed for fiscal years beginning after
December 15, 2011. The adoption of the provisions of ASU No. 2011-08 will not have amaterial impact on our consolidated financial position or results of operations.

OUTSTANDING SHARE DATA
We had atotal of 140,202,310 shares of common stock outstanding at March 14, 2012. In addition, at such date we had outstanding, in the aggregate, 54,846,208 Class 3

Preference Shares, Class 4 Preference Shares, options, stock appreciation rights, warrants, retention warrants and restricted stock, each of which is exchangeable for one share of
common stock upon exercise or conversion.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Asasmaller reporting company, we are not required to include thisinformation in our Annual Report on Form 10-K.
Item 8. Financial Statementsand Supplementary Data

Financial statements are attached hereto beginning with page F-1.

Item 9. Changesin and Disagreements With Accountants on Accounting and Financial Disclosure
Not applicable.

Item 9A. Controlsand Procedures

Disclosure Controlsand Procedures

The term “disclosure controls and procedures” is defined in Rule 13a-14(c) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). This term refers to the
controls and procedures of acompany that are designed to ensure that information required to be disclosed in reports filed under the Exchange Act is recorded, processed, summarized
and reported within the required time periods and is accumulated and communicated to the company’s management as appropriate to alow timely decisions regarding required
disclosure.

Our Chief Executive Officer and Chief Financial Officer, with the assistance of other members of our management, carried out an evaluation of the effectiveness of the design
and operation of our disclosure controls and procedures as of December 31, 2011 (the “ Evaluation”). Based upon the Evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that our disclosure controls and procedures (as defined in Rule 13a-15(€) of the Exchange Act) are effective.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate “internal control over financial reporting” (as defined in Exchange Act Rules 13a-15(f) and 15d-15
(f)). Management evaluates the effectiveness of our internal control over financial reporting using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission Internal Control - Integrated Framework. Our Chief Executive Officer and Chief Financia Officer, with the assistance of other members of our management, assessed the
effectiveness of our internal control over financial reporting as of December 31, 2011, and concluded that it is effective.

This Annual Report on Form 10-K does not include an attestation report of our independent registered public accounting firm regarding internal control over financial
reporting. Management’s report on internal control over financial reporting was not subject to attestation by the Company’s independent registered public accounting firm pursuant to
an exemption for smaller reporting companies under the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Changesin Internal Control Over Financial Reporting

As of December 31, 2011, no change in our interna control over financial reporting has been identified that has materially affected, or is reasonably likely to materially affect,
our internal control over financial reporting.

Item 9B. Other Information

None.
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PART I11
Item 10. Directors, Executive Officersand Corporate Gover nance

The information required by this item regarding executive officersis incorporated herein by reference to the section titled “ Executive Officers’ in Item 1 of this Annual Report
on Form 10-K. The other information required by thisitem isincorporated herein by reference to the section titled “PROPOSAL 1 — Election of Directors’ of the proxy statement for our
Annual Meeting of Stockholders scheduled to be held on or about June 5, 2012. Definitive proxy materials will be filed with the SEC pursuant to Regulation 14A no later than April 29,
2012.

Item 11. Executive Compensation

The information required by this item is incorporated herein by reference to the section titled “STATEMENT OF EXECUTIVE AND DIRECTOR COMPENSATION” of the
proxy statement for our Annual Meeting of Stockholders scheduled to be held on or about June 5, 2012. Definitive proxy materials will be filed with the SEC pursuant to Regulation 14A
no later than April 29, 2012.

Item 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Stockholder Matters

The information required by thisitem related to securities authorized for issuance under our equity compensation plansisincorporated herein by reference to the section titled
“Equity Compensation Plan Information” under Item 5 of this Annual Report on Form 10-K.

The information required by this item related to security ownership of certain beneficial owners is incorporated herein by reference to the section titled “SECURITY
OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT” of the proxy statement for our Annual Meeting of Stockholders scheduled to be held on or about June 5,
2012. Definitive proxy materials will be filed with the SEC pursuant to Regulation 14A no later than April 29, 2012.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item is incorporated herein by reference to the sections titled “SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT - Certain Relationships and Related Transactions” and “CORPORATE GOVERNANCE MATTERS — Independence of Directors’ of the proxy statement for our
Annual Meeting of Stockholders scheduled to be held on or about June 5, 2012. Definitive proxy materials will be filed with the SEC pursuant to Regulation 14A no later than April 29,
2012.

Item 14. Principal Accountant Feesand Services

The information required by this item is incorporated herein by reference to the section titled “PROPOSALS REQUIRING YOUR VOTE — ITEM 2 — RATIFICATION OF THE
APPOINTMENT OF THE INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS - Services and Fees of Independent Registered Public Accountants” of the proxy statement for our
Annual Meeting of Stockholders scheduled to be held on or about June 5, 2012. Definitive proxy materials will be filed with the SEC pursuant to Regulation 14A no later than April 29,
2012.

PART IV
Item 15. Exhibitsand Financial Statement Schedules
@ (€] Financial Statements
Consolidated Balance Sheets
Consolidated Statements of Operations and Comprehensive Loss

Consolidated Statements of Equity
Consolidated Statements of Cash Flows
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Notes to Consolidated Financial Statements

2 Financial Statement Schedules
None.

(b)  Exhibits

The following exhibits are filed as part of thisreport:

Exhibit No. Description

21 Share Exchange Agreement dated as of August 12, 2010 by and among NeuLion, Inc., Avantalion LLC and Wang Y unchuan, Hao Jingfang, Wang Qi, Tan
%g]%r;gj un, Wang Xiaohong, Shu Wei, and Zhao Y un (incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K, filed August 18,

31 Certificate of Domestication (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed December 6, 2010)

32 Certificate of Incorporation (incorporated by reference to Exhibit 3.2 to the Company’s Current Report on Form 8-K/A filed February 18, 2011)

33 By-laws (incorporated by reference to Exhibit 3.3 to the Company’s Current Report on Form 8-K filed December 6, 2010)

34 Certificate of Amendment to the Certificate of Incorporation, as amended (incorporated by reference to Exhibit 3.3 to the Company’s Current Report on Form 8-K
filed June 9, 2011)

35 Certi)ficate of Designation for Class 4 Preference Shares (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed July 1,
2011

4 Form of stock specimen (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed December 6, 2010)

9.1 Voting Trust Agreement, dated as of October 20, 2008, among Charles B. Wang, Nancy Li, AvantaLion LLC, Jianbing Duan, Computershare Trust Company of

Canada and JumpTV Inc. (incorporated by reference to Exhibit 9 to the Company’ s Registration Statement on Form 10, filed April 9, 2009)

10.1# Employment Agreement, dated as of June 1, 2006, between JumpTV Inc. and G. Scott Paterson (incorporated by reference to Exhibit 10.1 to the Company’s
Registration Statement on Form 10, filed April 9, 2009)

102 # Second Amended and Restated Stock Option Plan, as amended (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed
with the Securities and Exchange Commission on May 5, 2010)

10.3# 2006 Stock Appreciation Rights Plan, as amended (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed with the
Securities and Exchange Commission on May 5, 2010)

104 # Amended and Restated Retention Warrants Plan, as amended (incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K, filed
with the Securities and Exchange Commission on May 5, 2010)

105# Restricted Share Plan, as amended (incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K, filed with the Securities and
Exchange Commission on May 5, 2010)
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10.6#

10.7 #

10.8#

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

Amended and Restated Directors’ Compensation Plan, as amended (incorporated by reference to Exhibit 10.6 to the Company’s Annual Report on Form 10-K,
filed March 17, 2011)

Employee Share Purchase Plan (incorporated by reference to Exhibit 10.17 to the Company’ s Registration Statement on Form 10, filed April 9, 2009)

Form of Rights Agreement under the 2006 Stock Appreciation Rights Plan (incorporated by reference to Exhibit 10.18 to the Company’ s Registration Statement
on Form 10, filed April 9, 2009)

Contract for Services, dated as of June 1, 2008, between KyLinTV, Inc. and NeuLion, Inc. (portions of this exhibit have been omitted pursuant to arequest for
confidential treatment on file with the Securities and Exchange Commission) (incorporated by reference to Exhibit 10.19 to Amendment No. 3 to the Company’s
Registration Statement on Form 10, filed June 23, 2009)

License Agreement, dated as of June 1, 2006, between NeuLion, Inc. and ABS-CBN Global Limited (portions of this exhibit have been omitted pursuant to a
request for confidential treatment on file with the Securities and Exchange Commission) (incorporated by reference to Exhibit 10.22 to Amendment No. 3 to the
Company’s Registration Statement on Form 10, filed June 23, 2009)

Contract for Services, dated as of June 22, 2007, between Sky Angel U.S., LLC and NeuLion, Inc. (portions of this exhibit have been omitted pursuant to a
request for confidential treatment on file with the Securities and Exchange Commission) (incorporated by reference to Exhibit 10.23 to the Company’s
Registration Statement on Form 10, filed June 23, 2009)

Contract for Products and Services, dated January 4, 2010, between NeuLion, Inc., NeuLion USA, Inc. and DISH Network L.L.C. (portions of this exhibit have
been omitted pursuant to arequest for confidential treatment on file with the Securities and Exchange Commission) (incorporated by reference to Exhibit 10.23 to
the Company’s Annual Report on Form 10-K, filed March 17, 2010)

Amendment to that Certain “ Contract for Services’ Agreement dated June 22, 2007 by and between Sky Angel U.S. LLC and NeuLion, Inc. (incorporated by
reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed July 2, 2010)

Customer Support Service Amendment to Contract for Products and Services made and entered into July 7, 2010, by and among NeuLion USA, Inc., DISH
Network, L.L.C and NeuLion, Inc. (portions of this exhibit have been omitted pursuant to arequest for confidential treatment on file with the Securities and
Exchange Commission) (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed July 16, 2010)

Subscription Agreement dated as of August 12, 2010 between NeuLion, Inc. and JK& B Capital V Special Opportunities Fund, L.P. (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed August 18, 2010)

Subscription Agreement dated as of August 12, 2010 between NeuLion, Inc. and JK&B Capital V, L.P. (incorporated by reference to Exhibit 10.2 to the
Company’s Current Report on Form 8-K, filed August 18, 2010)

Subscription Agreement dated as of August 12, 2010, between NeuLion, Inc. and The Gabriel A. Battista Revocable Trust Under a Trust dated August 22, 2006
(incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K, filed August 18, 2010)

Digital Mediaand Technology Agreement, effective as of October 1, 2010, between NHL Interactive CyberEnterprises, LLC and NeuLion, Inc. (portions of this

exhibit have been omitted pursuant to arequest for confidential treatment on file with the Securities and Exchange Commission) (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed July 21, 2011)
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10.19

10.20

1021

21*

3L1*

3L.2%

32*

101.INS**

101.SCH**

101.CAL**

101.DEF**

101.LAB**

101.PRE**

* Filed herewith

Subscription Agreement dated as of June 29, 2011 between NeuLion, Inc. and JK&B Capita V, L.P. (incorporated by reference to Exhibit 10.1 to the Company’s
Current Report on Form 8-K filed July 1, 2011)

Subscription Agreement dated as of June 29, 2011 between NeuLion, Inc. and JK&B Capital V Special Opportunity Fund, L.P. (incorporated by reference to
Exhibit 10.2 to the Company’s Current Report on Form 8-K filed July 1, 2011)

Registration Rights Agreement dated June 29, 2011 among JK& B Capital V Specia Opportunity Fund, L.P., JK&B Capital V, L.P. and NeuLion, Inc.
(incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K filed July 1, 2011)

Subsidiaries

Certification of the Chief Executive Officer (Principal Executive Officer) pursuant to Rule 13a-14(a) of the Exchange Act
Certification of the Chief Financial Officer (Principal Financia Officer) pursuant to Rule 13a-14(a) of the Exchange Act
Certification pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

** Furnished herewith. Asprovided in Rule 406T of Regulation S-T, this information shall not be deemed “filed” for purposes of Section 11 and 12 of the Securities Act and Section 18
of the Exchange Act or otherwise subject to liability under those sections, and shall not be incorporated by reference into any registration statement or other document filed under the
Securities Act except as expressly set forth by specific reference in such filing.

# Management contract or compensatory plan or arrangements
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

NEULION, INC.

March 16, 2012 By: /s/ Nancy Li
Name: Nancy Li
Title: Chief Executive Officer
(Principa Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the
capacities and on the dates indicated.

Signature Capacity Date
/s/ Charles B. Wang Chairman of the Board March 16, 2012
Charles B. Wang and Director
/s/ Nancy Li Chief Executive Officer March 16, 2012
Nancy Li and Director (Principal

Executive Officer)

/s/ G. Scott Paterson Vice Chairman of the Board March 16, 2012
G. Scott Paterson and Director
/s/ Arthur J. McCarthy Chief Financia Officer March 16, 2012
Arthur J. McCarthy (Principal Financial and Accounting

Officer)
/s/ Roy E. Reichbach Genera Counsel, Corporate March 16, 2012
Roy E. Reichbach Secretary and Director
/s/ John R. Anderson Director March 16, 2012

John R. Anderson

/s/ Gabriel A. Battista Director March 16, 2012
Gabriel A. Battista

/s/ Shirley Strum Kenny Director March 16, 2012
Shirley Strum Kenny

/s David Kronfeld Director March 16, 2012
David Kronfeld
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
NeuLion, Inc.

We have audited the accompanying consolidated balance sheets of NeuLion, Inc. (the “Company”) as of December 31, 2011 and 2010, and the related consolidated statements of
operations and comprehensive loss, equity, and cash flows for the years then ended. These financial statements are the responsibility of the Company's management. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the Company's internal
control over financia reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financia reporting. Accordingly, we express no such
opinion. An audit also includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, effective January 1, 2011, the Company adopted authoritative guidance which changed the accounting for multiple
deliverable revenue arrangements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of NeuLion, Inc. at December 31, 2011 and 2010, and
the consolidated results of its operations and its cash flows for the years then ended, in conformity with U.S. generally accepted accounting principles.

/s/Ernst & Young LLP
Jericho, New York
March 16, 2012
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CONSOLIDATED BALANCE SHEETS
(Expressed in U.S. dollars, unless otherwise noted)

NEULION, INC.

As of December 31

2011 2010
$ $

ASSETS
Current
Cash and cash equivalents 12,346,882 12,929,325
Accounts receivable, net 3,494,077 2,356,843
Other receivables 309,764 296,154
Inventory 797,436 946,780
Prepaid expenses and deposits 1,189,311 1,014,703
Due from related parties 734,452 1,261,776
Total current assets 18,871,922 18,805,581
Property, plant and equipment, net 4,294,476 5,119,422
Intangible assets, net 6,609,465 9,283,151
Goodwill 11,327,626 11,240,432
Other assets 226,266 259,497
Total assets 41,329,755 44,708,083
LIABILITIESAND EQUITY
Current
Accounts payable 9,597,359 5,504,489
Accrued liabilities 5,314,308 5,431,217
Dueto related parties 13,298 26
Deferred revenue 6,624,693 6,432,445
Total current liabilities 21,549,658 17,368,177
Long-term deferred revenue 1,050,495 548,309
Other long-term liabilities 432,159 495,275
Deferred tax liability 299,094 —
Total liabilities 23,331,406 18,411,761
Redeemable preferred stock, net (par value: $0.01; authorized: 50,000,000; issued
and outstanding: 28,089,083)

Class 3 Preference Shares (par value: $0.01; authorized: 17,176,818; issued and

outstanding: 17,176,818) 10,000,000 10,128,667

Class 4 Preference Shares (par value: $0.01; authorized; 10,912,265; issued and

outstanding: 10,912,265) 4,864,591 —
Total redeemable preferred stock 14,864,591 10,128,667
NeuLion, Inc. stockholders equity
Common stock (par value: $0.01; authorized: 300,000,000; issued and outstanding:

140,012,310 and 139,180,279, respectively) 1,400,122 1,391,802
Additional paid-in capital 71,257,524 75,480,756
Promissory notes receivable (209,250) (209,250)
Accumulated deficit (75,314,638) (60,963,093
Total NeuLion, Inc. stockholders' equity 3,133,758 15,700,215
Non-controlling interest — 467,440
Total equity 3,133,758 16,167,655
Total liabilitiesand equity 41,329,755 44,708,083

See accompanying notes
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NEULION, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND

COMPREHENSIVE LOSS
(Expressed in U.S. dollars, unless otherwise noted)

Years ended December 31,

2011 2010
$ $
Revenue
Services revenue 36,612,650 31,500,279
Equipment revenue 3,053,732 1,673,469
39,666,382 33,173,748
Costsand Expenses
Cost of services revenue, exclusive of depreciation and 13,985,258 12,842,304
amortization shown separately below
Cost of equipment revenue 2,391,212 1,575,118
Selling, general and administrative, including stock-based compensation 25,612,668 27,101,557
Research and development 6,201,372 5,048,189
Depreciation and amortization 5,367,289 5,177,980
53,557,799 51,745,148
Operating loss (13,891,417) (18,571,400
Other income (expense)
Unrealized gain on derivative — 1,389,300
Gain (loss) on foreign exchange 12,985 (47,160)
Investment income 31,898 61,794
L oss on dissol ution of majority-owned subsidiary (227,402) —
(182,519) 1,403,934
Consolidated net and compr ehensive loss befor eincome taxes (14,073,936) (17,167,466)
Deferred income taxes (299,094) —
Consolidated net and compr ehensive loss (14,373,030) (17,167,466)
Net loss attributabl e to non-controlling interest 21,485 8,771
Net and compr ehensive loss attributable to controlling inter est (14,351,545) (17,158,695)
Adjustment to the carrying amount of redeemabl e preferred stock 153,233 (362,046)
Net and compr ehensive loss attributable to NeuL ion, Inc. common stockholder s (14,198,312) (17,520,741)
Net loss per weighted average number of shares of common stock
outstanding - basic and diluted $(0.10) $(0.14)
Weighted average number of shares of common stock
outstanding - basic and diluted 139,610,112 122,364,447

See accompanying notes
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NEULION, INC.

CONSOLIDATED STATEMENTSOF EQUITY
(Expressed in U.S. dollars, unless otherwise noted)

Non-
Additional Promissory Accumulated Controlling Total
Common stock paid-in capital Notes deficit interest equity
# 3 $ $ $ $ $
Balance, December 31, 2009 116,731,794 1,167,317 65,116,665 (209,250) (43,804,398) — 22,270,334

Exercise of stock options for

common stock 63,228 632 31,523 — — — 32,155
I ssuance of common stock on

acquisition of TransVideo

International Ltd. 22,000,802 220,008 8,278,549 — — — 8,498,557
Non-controlling interest on

acquisition of TransVideo

International Ltd. — — — — — 476,211 476,211
Accretion of issuance costs
on Class 3 Preference Shares — — (12,283) — — — (12,283)

Adjustment to the carrying

amount of Class 3

Preference Shares — — (362,046) — — — (362,046)
Stock-based compensation:

Issuance of common stock

on vesting of restricted

share units 6,724 67 3,743 — — — 3,810
Release of common stock
from escrow for services — — 41,401 — — — 41,401

Issuance of common stock
under Directors

Compensation Plan 377,731 3,778 182,722 — — — 186,500

Stock options, warrants

and other compensation — — 2,200,482 — — — 2,200,482
Net loss = = = — (17,158,695) (8,771) (17,167,466)
Balance, December 31, 2010 139,180,279 1,391,802 75,480,756 (209,250) (60,963,093) 467,440 16,167,655

Accretion of issuance costs

on Class 3 Preference Shares — — (24,566) — — — (24,566)
Adjustment to the carrying

amount of Class 3

Preference Shares — — 153,233 — — — 153,233
Accretion of issuance costs
on Class 4 Preference Shares — — (15,045) — — — (15,045)

Stock-based compensation:
Issuance of common stock
under Directors

Compensation Plan 382,031 3,820 144,297 — — — 148,117

Issuance of common stock

to consultant for services 450,000 4,500 92,329 — — — 96,829

Stock options, warrants

and other compensation — — 1,426,520 — — — 1,426,520
Dissolution of majority-owned

subsidiary — — — — — (445,955) (445,955)
Net |oss — — — — (14,351,545) (21,485) (14,373,030
Balance, December 31, 2011 140,012,310 1,400,122 717,257,524 (209,250 (75,314,638) — 3,133,758

See accompanying notes
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in U.S. dollars, unless otherwise noted)

NEULION, INC.

Years ended December 31,

2011 2010
$ $
OPERATING ACTIVITIES
Consolidated net loss (14,373,030) (17,167,466)
Adjustments to reconcile net loss to cash used in operating activities
Depreciation and amortization 5,367,289 5,177,980
Stock-based compensation 1,647,422 2,360,187
Unrealized gain on derivative — (1,389,300)
L oss on dissolution of majority-owned subsidiary 227,402 —
Deferred income taxes 299,094 —
Changes in operating assets and liabilities
Accounts receivable (1,199,419) (2,753)
Inventory 105,578 381,710
Prepaid expenses, deposits and other assets (145,778) 248,208
Other receivables (13,610) 1,205,584
Due from related parties 527,324 483,874
Accounts payable 3,449,839 (350,837)
Accrued liabilities (92,865) (402,536)
Deferred revenue 694,434 1,928,935
Long-term liabilities (63,116) (233,055)
Dueto related parties 13,272 (346,395)
Cash used in operating activities (3,556,164) (8,105,864)
INVESTING ACTIVITIES
Purchase of property, plant and equipment, net (1,875,825) (1,952,209)
Acquired cash of TransVideo — 243,226
Cash used in investing activities (1,875,825) (1,708,983)
FINANCING ACTIVITIES
Private placement, net 4,849,546 9,754,338
Proceeds from exercise of stock options — 32,155
Cash provided by financing activities 4,849,546 9,786,493
Net decreasein cash and cash equivalentsduring the year (582,443) (28,354)
Cash and cash equivalents, beginning of year 12,929,325 12,957,679
Cash and cash equivalents, end of year 12,346,882 12,929,325

See accompanying notes
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

1. Nature of Operations

NeuLion is a leading technology service provider delivering live and on-demand content to Internet-enabled devices. Through the Company’s cloud-based end-to-end solution, the
Company builds and manages private, interactive digital networks that enable the Company’s customers to provide a destination for their subscribers to view and interact with their
content. The Company was incorporated on January 14, 2000 under the Canada Business Corporations Act and were domesticated under Delaware law on November 30, 2010. The
Company’s common stock is listed on the Toronto Stock Exchange (“ TSX”).

The Company’s core business and business model has evolved from a provider of professional information technology services and international programming to a provider of
customized, end-to-end interactive, video services for awide range of professional and collegiate sports properties, cable networks and operators, content owners and distributors, and
telecommunication companies. Shifts in consumer behavior drive technology requirements, and our technology empowers our customers to capitalize on the growing consumer
demand for viewing video content on multiple types of Internet-enabled devices. The Company’s technology enables delivery to a range of Internet-enabled devices, including
personal computers, laptops, mobile devices, gaming consoles, tablets, Internet-enabled TV's, third-party set top boxes (“STBSs’), standard TV sets that have Internet-connected STBs
and other Internet-enabled consumer accessories. The Company’s platform offers an end-to-end service, which includes content management, subscriber management, digital rights
management, billing services, app creation, content delivery and advertising substitution.

2. Basis of Presentation and Significant Accounting Policies

The accompanying consolidated financial statements reflect the accounts of the Company and all of its wholly-owned and majority-owned subsidiaries and have been prepared in
accordance with United States generally accepted accounting principles (“U.S. GAAP”"). As at December 31, 2011, the Company had a 12.2% equity interest in KyLinTV (2010 —
12.2%). Thisinvestment isaccounted for using the equity method of accounting.

Use of estimates

The preparation of financial statementsin conformity with U.S. GAAP reguires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and expenses during the reporting periods.
Actual results could differ from those estimates. Significant estimates made by management include the determination of the useful lives of long-lived assets, impairment of intangible
assets and goodwill, inventory obsolescence, assumptions used in stock-based compensation and the allowance for doubtful accounts. On an ongoing basis, management reviews its
estimates to ensure they appropriately reflect changes in the Company's business and new information as it becomes available. If historical experience and other factors used by
management to make these estimates do not reasonably reflect future actual results, the Company's consolidated financial position and results of operations could be materially
impacted.

Revenue recognition

The Company earns revenue as follows:

(i) Services Revenue:

(@) Setup fees are charged to customers for design, setup and implementation services. Setup fees are deferred at the beginning of the service period and recognized over the term of

the arrangement, which is generally oneto five years.
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

(b) Annual and monthly fees are charged to customers for ongoing hosting, support and maintenance. Annual hosting fees are deferred at the beginning of the service period and
recognized evenly over the service period.

(c) Subscription revenue consists of recurring revenue based on the number of subscribers. The subscriber revenueis typically generated on a monthly, quarterly or annual basis and
can be afixed fee per user, avariable fee per user or avariable fee based on a percentage of the subscription price. The Company defers the appropriate portion of cash received for
which services have not yet been rendered and recognizes the revenue over the term of the subscription, which is generally between thirty days and one year. Pay-per-view
revenues are deferred and recognized in the period when the content is viewed.

(d) eCommerce revenues are earned through providing customers with ticketing and retail merchandising web solutions. eCommerce revenues are recorded on a net basis when the
service has been provided.

(e) Advertising revenues are earned through the insertion of advertising impressions on websites and in streaming video at a cost per thousand impressions. Advertising revenue is
recognized based on the number of impressions displayed (“served”) during the period. Deferred revenue for advertising represents the timing difference between collection of
advertising revenue and when the advertisements are served, which is typically between thirty and ninety days.

(f) Support revenues are earned for providing customer support to our customers’ end users. Support fees are recognized evenly over the service period.
(g) Usage feesare charged to customers for bandwidth and storage. Usage fees are billed and recognized on amonthly basis as the service is being provided.
(ii) Equipment Revenue

Equipment revenue consists of the sale and rental of STBsto content partners and/or end users to enable the end user to receive the content over the Internet and display the signal on
a standard television. Shipping charges are included in total equipment revenue. Revenue is recognized generally upon shipment to the customer. The customer does not have any
right of return on STBs.

Revenue is recognized when persuasive evidence of an arrangement exists, prices are determinable, collectability is reasonably assured and the goods or services have been
delivered. If any of these criteriaare not met, revenue is deferred until such time asall of the criteriaare met.

Prior to January 1, 2011, for arrangements with multiple elements, the Company allocates revenue to each element using the residual method; this allocation is based on vendor specific
objective evidence (“VSOE”) of fair value of the undelivered items. VSOE is based on the price that the Company charges for the undelivered element based on the sales price of each
element when sold on astandalone basis. In addition, the Company defers the portion of the arrangement fee equal to the fair value of the undelivered elements until they are delivered.

Effective January 1, 2011, the Company adopted Financial Accounting Standards Board (“FASB”) Accounting Standards Update No. 2009-13, “Multiple-Deliverable Revenue
Arrangements” (“ASU No. 2009-13") and Accounting Standards Update No. 2009-14, “ Certain Revenue Arrangements That Include Software Elements” (“ASU No. 2009-14"). ASU No.
2009-13 amends guidance included within ASC Topic 605-25 to require an entity to use an estimated selling price when V SOE or acceptable third party evidence does not exist for any
products or services included in a multiple element arrangement. The arrangement consideration should be allocated among the products and services based upon their relative selling
prices, thus eliminating the use of the residual method of allocation. ASU No. 2009-13 also requires expanded qualitative and quantitative disclosures regarding significant judgments
made and changes in applying this guidance. ASU No. 2009-14 amends guidance included within ASC Topic 985-605 to exclude tangible products containing software components and
non-software components that function together to deliver the product's essential functionality. Entities that sell joint hardware and software products that meet this scope exception
will be required to follow the guidance of ASU No. 2009-13. The adoption of the provisions of ASU No. 2009-13 and ASU No. 2009-14 did not materially impact the Company's
consolidated financial position or results of operations.
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

The Company, at the request of one customer, has entered into a “bill and hold” arrangement. The Company accounts for its bill and hold revenue arrangement consistent with the
provisions of FASB Accounting Standards Codification (“ASC") Topic 605, “Revenue Recognition,” and recognizes revenue when the risk of ownership has passed to the customer
and a fixed commitment to purchase the goods is received. The Company does not retain any specific performance obligations, such that the earning process is not complete and
ordered goods are segregated from the Company's inventory and not subject to fulfilling other orders. Inventory consists of finished goods. For the years ended December 31, 2011
and 2010, the Company recognized $586,500 in revenue for both years associated with this arrangement.

Cash and cash equivalents

Cash and cash equivalents consist of cash and short-term investments, such as money market funds, that have maturities of less than three months.

Accountsreceivable

Accounts receivable are carried at original invoice amount. The Company maintains a provision for estimated losses resulting from the inability of its customers to make required
payments. Management considers the following factors when determining the collectability of specific customer accounts: customer credit-worthiness; past transaction history with the
customer; current economic industry trends; and changes in customer payment terms. If the financial conditions of the Company's customers were to deteriorate, adversely affecting
their ability to make payments, additional allowanceswould be required. Asof December 31, 2011 and 2010, the allowance for doubtful accounts was $64,132 and $60,555, respectively.
Inventory

Inventories are recorded at the lower of cost and net realizable value. Cost is accounted for on afirst-in, first-out basis. The Company evaluates its ending inventories for estimated
excess quantities and obsolescence. This evaluation includes analyses of sales levels and projections of future demand within specific time horizons. Inventories in excess of future
demand are reserved. In addition, the Company assesses the impact of changing technology and market conditions on its inventory-on-hand and writes off inventories that are
considered obsolete.

Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation. Expenditures for maintenance and repairs are expensed currently, while renewals and betterments that

materially extend the life of an asset are capitalized. The cost of assets sold, retired or otherwise disposed of, and the related allowance for depreciation, are eliminated from the
accounts, and any resulting gain or lossis recognized.
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

Depreciation is provided using the straight-line method over the estimated useful lives of the assets, which are as follows:

Computer hardware 5years
Computer software 3years
Furniture and fixtures 7 years
Vehicles 5years
Leasehold improvements Shorter of useful life and lease term

The Company reviews the carrying value of property, plant and equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual disposition. If these future undiscounted cash flows are |ess than the carrying value of the
asset, then the carrying amount of the asset is written down to its fair value, based on the related estimated discounted future cash flows. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the property, plant and equipment are used and the effects of obsolescence,
demand, competition and other economic factors. Based on this assessment, no impairment was recorded for the years ended December 31, 2011 and 2010.

Intangible assets

Intangible assets are recorded at cost less amortization. Cost for intangible assets acquired through business combinations represents their fair market value at the date of
acquisition. Amortization is calculated using the straight-line method over the estimated useful lives of the intangible assets, which are as follows:

Customer relationships 5-7 years
Completed technology 5years
Trademarks 1year

The Company reviews the carrying value of its definite lived intangible assets for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable from the estimated future cash flows expected to result from its use and eventual disposition. If these future undiscounted cash flows are less than the carrying value of the
asset, then the carrying amount of the asset is written down to its fair value, based on the related estimated discounted future cash flows. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the intangible assets are used and the effects of obsolescence, demand,
competition and other economic factors. Based on this assessment, no impairment was recorded for the years ended December 31, 2011 and 2010.

Goodwill

Goodwill represents the excess, at the date of acquisition, of the cost of an acquired business over the fair value of the identifiable assets acquired and liabilities assumed. Goodwill is
not amortized but is subject to an annual impairment test at the reporting unit level and between annual testsif changes in circumstances indicate a potential impairment. The Company
performs an annual goodwill impairment test as of October 1 of each calendar year. Goodwill impairment is assessed based on a comparison of the fair value of each reporting unit to the
underlying carrying value of the reporting unit’s net assets, including goodwill. If the carrying value of the reporting unit exceeds its fair value, the Company performs the second step
of the goodwill impairment test to determine the amount of the impairment loss. The second step of the impairment test involves comparing the implied fair value of the reporting unit's
goodwill with its carrying amount to measure the amount of impairment loss, if any. The Company’s impairment test was based on its single operating segment and reporting unit
structure. For the years ended December 31, 2011 and 2010, there was no impairment |oss.
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

Investment in affiliate

Investee companies that are not consolidated, but over which the Company exercises significant influence, are accounted for under the equity method of accounting. Whether or not
the Company exercises significant influence with respect to an investee depends on an evaluation of several factors including, among others, representation on the investee’s board of
directors and voting rights. Under the equity method of accounting, an investee's accounts are not reflected within the Company's consolidated balance sheets and statements of
operations and comprehensive loss; however, the Company's share of the losses of the investee company is reflected in the caption “Equity in loss of affiliate,” in the consolidated
statements of operations and comprehensive loss. Due to KyLinTV'’s accumulated losses, the Company’s investment in KyLinTV was reduced to zero as at December 31, 2008. No
further charges will be recorded as the Company has no obligation to fund the losses of KyLinTV.

Deferred transcoder costs

Deferred transcoder costs, included in other assets on the consolidated balance sheets, represent the unamortized costs of licensing fees incurred in connection with the set-up of new
channels for NeuLion's customers. These costs are recognized as a charge to the consolidated statements of operations and comprehensive loss consistent with the related revenue
over the remaining initial term of the contract between NeuLion and each customer, which typically ranges from three to five years.

Income taxes

Income taxes are accounted for under the provisions on ASC Topic 740, “Income Taxes Recognition” (“ASC 740"). ASC 740 requires that income tax accounts be computed using the

liability method. Deferred taxes are determined based upon the estimated future tax effects of differences between the financial reporting and tax reporting bases of assets and liabilities
given the provisions of currently enacted tax laws.
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NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

Foreign currency transactions

The functional currency of the Company is the U.S. dollar. Monetary assets and liabilities denominated in foreign currencies are re-measured into U.S. dollars at exchange rates in
effect at the balance sheet dates. These transactional foreign exchange gains or losses are included in the consolidated statements of operations and comprehensive loss.

Financial instruments

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, other receivables, due from/to related parties, accounts payable and accrued liabilities,
which are primarily denominated in U.S. dollars. The carrying amount of such instruments approximates their fair values principally due to the short term nature of these items. Unless
otherwise noted, it is management's opinion that the Company is not exposed to significant interest rate, currency or credit risk arising from these financial instruments.

With respect to accounts receivable, the Company is exposed to credit risk arising from the potential for counterparties to default on their contractual obligations to the Company. The
Company controls credit risk through credit approvals, credit limits and monitoring procedures. The Company performs credit evaluations on its customers, but generally does not
require collateral to support accounts receivable. The Company establishes an allowance for doubtful accounts that corresponds with the specific credit risk of its customers, historical
trends and economic circumstances.

Resear ch and Development

Costsincurred for research and devel opment are expensed as incurred and are included in the consolidated statements of operations and comprehensive loss.

Advertising

Advertising costs are expensed as incurred and totaled $728,219 and $918,228 for the years ended December 31, 2011 and 2010, respectively.

Stock-based compensation and other stock-based payments

The Company accounts for all stock options and warrants using a fair value-based method. The fair value of each stock option and warrant granted to employees is estimated on the
date of the grant using the Black-Scholes-Merton option pricing model and the related stock-based compensation expense is recognized over the vesting period. The fair value of the
warrants granted to non-employeesis measured as the warrants vest.

Stock appreciation rights give the holder the right to elect one of three options: receive cash in an amount equal to the excess of the quoted market price over the stock appreciation
right price; receive common stock in an amount equal to the fair value of the common stock less the exercise price divided by the market value of the common stock from treasury; or
receive common stock by making a cash payment equal to the exercise price. The Board of Directors has discretionary authority to accept or reject a cash payment request in whole or
in part. Stock-based compensation expense is calculated as the fair value of the vested portion of the stock appreciation rights outstanding, with ongoing measurement of the

outstanding liability at each reporting date. Theliability isclassified asacurrent liability on the consolidated balance sheets. If the holder elects to purchase common stock, the liability
is credited to additional paid-in capital.
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Restricted share units give the holder the right to one share of common stock for each vested restricted share plan unit. These awards vest on amonthly basis over afour-year vesting
period. Stock-based compensation expense related to restricted share unit awards is recorded based on the market value of the common stock when the common stock is issued, which
generally coincides with the vesting period of these awards.

Restricted stock awards give the holder the right to one share of common stock for each vested share of restricted stock. These awards vest on ayearly basis over afour-year vesting
period. Stock-based compensation expense is recorded based on the market value of the common stock on the grant date and recognized over the vesting period of these awards.

Compar ative information
We have reclassified certain prior year information to conform with the current year's presentation.
Recently issued accounting standards

In June 2011, the FASB issued Accounting Standards Update No. 2011-05, “Presentation of Comprehensive Income” (“ASU No. 2011-05"), which improves the comparability,
consistency, and transparency of financial reporting and increases the prominence of items reported in Other Comprehensive Income (“OCI”) by eliminating the option to present
components of OCI as part of the statement of changes in stockholders equity. The amendments in this standard require that all nonowner changes in stockholders' equity be
presented either in a single continuous statement of comprehensive income or in two separate but consecutive statements. Subsequently in December 2011, the FASB issued
Accounting Standards Update No. 2011-12, “Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive
Income” (“*ASU No. 2011-12"), which indefinitely defers the requirement in ASU No. 2011-05 to present on the face of the financial statements reclassification adjustments for items that
are reclassified from OCI to net income in the statement(s) where the components of net income and the components of OCI are presented. The amendments in these standards do not
change the items that must be reported in OCI, when an item of OCI must be reclassified to net income, or change the option for an entity to present components of OCI gross or net of
the effect of income taxes. The amendments in ASU No. 2011-05 and ASU No. 2011-12 are effective for interim and annual periods beginning after December 15, 2011 and are to be
applied retrospectively. The adoption of the provisions of ASU No. 2011-05 and ASU No. 2011-12 will not have a material impact on the Company's consolidated financial position or
results of operations.

In September 2011, the FASB issued Accounting Standards Update No. 2011-08, “Testing Goodwill for Impairment” (“ASU No. 2011-08"), which allows entities to use a qualitative
approach to test goodwill for impairment. ASU No. 2011-08 permits an entity to first perform a qualitative assessment to determine whether it is more likely than not that the fair value of
areporting unit islessthan its carrying value. If it is concluded that thisisthe case, it is necessary to perform the currently prescribed two-step goodwill impairment test. Otherwise, the
two-step goodwill impairment test is not required. ASU No. 2011-08 is effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15,
2011. The adoption of the provisions of ASU No. 2011-08 will not have amaterial impact on the Company's consolidated financial position or results of operations.
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3. Business Combinations

The Company accounts for acquisitions using the acquisition method of accounting. The results of operations of acquisitions are included in the Company's consolidated results from
their respective dates of acquisition. The Company allocates the purchase price of each acquisition to the tangible assets, liabilities, and identifiable intangibl e assets acquired based on
their estimated fair values. The fair values assigned to identifiable intangible assets acquired were determined primarily by using an income approach which was based on assumptions
and estimates made by management. The excess of the purchase price over the fair value of the identified assets and liabilities has been recorded as goodwill. Any change in the
estimated fair value of the net assets prior to the finalization of the allocation for acquisitions could change the amount of the purchase price all ocable to goodwill.

2010 Acquisition

On October 1, 2010, the Company completed the acquisition of 100% of the outstanding securities of TransVideo in exchange for 22,000,802 shares of common stock of the Company
valued at $8,515,641. TransVideo's passive investment in KyLinTV, an IPTV company, was not included as part of the transaction. TransVideo is a leading public Internet-based IPTV
technology and solution provider headquartered in Beijing, China. It develops proprietary hardware designs and software for encoders and transcoders, IPTV STBs, digital media
storage boxes, public IPTV media servers, signal transfer and monitoring equipment and software that acts as apublic IPTV player. TransVideo was, and KyLinTV is, controlled by Mr.
Wang, the Chairman of the Board of Directors of the Company.

The following table summarizes the preliminary fair values of the assets acquired and liabilities assumed at the date of acquisition.

Asat October 1, 2010

Cash $ 243,226
Other current assets 2,849,414
Property, plant and equipment 209,018
Intangible assets 2,123,000
Goodwill 4,788,270
Total assets 10,212,928
Current liabilities (1,221,076)
Non-controlling interest 5476,211)
Net assets acquired $ 8,515,641

Of the $2,123,000 of acquired intangible assets, $100,000 was assigned to the TransVideo brand, $423,000 was assigned to customer relationships and $1,600,000 was assigned to
completed technology. None of the intangible assets are deductible for tax purposes.

All of the $4,788,270 of goodwill was assigned to the Company as awhole asit operatesin one segment. The goodwill is deductible for tax purposes.
The results of operations for NeuLion, TransVideo and their subsidiaries have been included in the Company’s consolidated statements of operations since the consummation of the

acquisition on October 1, 2010. The following unaudited pro forma financial information presents the combined results of NeuLion, TransVideo and their subsidiaries as if the
acquisition had occurred at the beginning of 2010:
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Unaudited

Proforma

December 31, December 31,

2011 2010

$ $

Total revenue 39,666,382 34,856,609

Total cost of servicesrevenue, exclusive of depreciation and

amortization shown separately below (13,985,258) (12,843,960)

Total cost of equipment revenue (2,391,212) (2,580,850)

Total sales, general and administrative (23,965,246) (26,714,147)

Total research and development (6,201,372) (5,048,189)

Stock-based compensation (1,647,422) (2,360,187)

Depreciation and amortization (5,367,289) (5,527,244)

Operating loss (13,891,417) (20,217,968)

Net loss attributable to common stockholders (14,198,312) (19,033,607)
Net loss per weighted average number of shares of common stock

outstanding — basic and diluted (0.10) (0.14)

In determining the pro forma amounts above, the Company made adjustments to depreciation and amortization as a result of the revision of fair values of tangible and intangible assets
performed as aresult of the acquisition.

Effective July 1, 2011, the Company agreed with the other shareholders to liquidate and dissolve its majority-owned subsidiary, China iMedia Enterprise Ltd (“ChinaiMedia’). As a
result of this agreement, ChinaiMedia is no longer included in the Company’s consolidated financial statements except for its results of operations through the effective date of the

dissolution. The Company recorded aloss on dissolution of $227,402.
2009 Acquisition
Interactive Netcasting Systems Inc. (“INSINC”)

On October 31, 2009, the Company consummated the acquisition of 100% of the outstanding securities of INSINC. Under the terms of the acquisition agreement, shareholders of
INSINC received consideration consisting of 6,000,012 shares of common stock of the Company, CDN$2.5 million in cash, 1,000,000 purchase warrants to acquire shares of common
stock at US$1.35 per share and 500,000 purchase warrants to acquire shares of common stock at US$1.80 per share. Both series of warrants were exercisable for a period of two years
and expired on November 1, 2011. In addition, the Company incurred approximately $515,000 of direct transaction costs.

The purchase price of $6,694,293 represents: the fair value of 6,000,012 shares of common stock issued of $4,035,043; cash in the amount of $2,320,500; and the fair value of the purchase
warrants in the amount of $338,750.
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The following table summarizes the final fair values of the assets acquired and liabilities assumed at the date of acquisition.

Asat October 31, 2009

Cash $ 344,371
Other current assets 997,298
Property, plant and equipment 739,690
Intangible assets 5,275,000
Goodwill 797,688
Total assets 8,154,047
Current liabilities (1,339,754)
Long-term liabilities (120,000
Net assets acquired, net of cash $ 6,694,293

Of the $5,275,000 of acquired intangible assets, $95,000 was assigned to the INSINC brand, and $5,180,000 was assigned to customer relationships. None of the intangible assets are
deductible for tax purposes.

All of the $797,688 of goodwill was assigned to the Company as awhole as the company operatesin one segment. The goodwill is not deductible for tax purposes.
4. Inventory

Inventory consists of the following:

December 31, December 31,

2011 2010

$ $

Raw materials 148,253 277,092
Finished goods 649,183 669,688
797,436 946,780

5. Property, Plant and Equipment
The details of property, plant and equipment and the related accumul ated depreciation are set forth below:

December 31, 2011

Accumulated Non-cash Net book

Cost amortization Impairment value

$ $ $ $

Computer hardware 10,501,445 5,707,481 978,720 3,815,244
Computer software 4,441,264 4,213,674 — 227,590
Vehicles 58,475 30,179 — 28,296
Furniture and fixtures 321,599 95,932 58,273 167,394
L easehold improvements 83,888 27,936 — 55,952
15,406,671 10,075,202 1,036,993 4,294,476
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December 31, 2010

Accumulated Non-cash Net book
Cost amortization Impairment value
$ $ $ $
Computer hardware 8,715,629 4,012,568 978,720 3,724,341
Computer software 4,673,451 3,483,867 — 1,189,584
Vehicles 88,699 16,175 — 72,524
Furniture and fixtures 220,595 63,245 58,273 99,077
L easehold improvements 45,035 11,139 — 33,896
13,743,409 7,586,994 1,036,993 5,119,422
Depreciation expense for the years ended December 31, 2011 and 2010 was $2,692,917 and $2,796,060, respectively.
6. Goodwill and I ntangible Assets
The changein the net carrying amount of goodwill is set forth below:
$
Balance — December 31, 2009 6,757,194
Acquisition of TransVideo 4,701,076
Fina purchase price adjustment for INSINC (217,838)
Balance — December 31, 2010 11,240,432
Final purchase price adjustment for TransVideo 87,194
Balance — December 31, 2011 11,327,626

The details of intangible assets and the related accumulated amortization are set forth below:

December 31, 2011

Accumulated Net book

Cost amortization value

$ $ $

Customer relationships 11,503,000 6,093,535 5,409,465
Completed technology 1,600,000 400,000 1,200,000
Trademarks 295,000 295,000 —
13,398,000 6,788,535 6,609,465

December 31, 2010

Accumulated Net book

Cost amortization value

$ $ $

Customer relationships 11,503,000 3,814,849 7,688,151
Compl eted technol ogy 1,600,000 80,000 1,520,000
Trademarks 295,000 220,000 75,000
13,398,000 4,114,849 9,283,151
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Amortization expense for the years ended December 31, 2011 and 2010 was $2,674,372 and $2,381,920, respectively. The weighted-average life remaining on these intangibles assets is
2.8 years.

Based on the amount of intangible assets subject to amortization, the Company's estimated amortization expense over the next five yearsis asfollows:

$
2012 2,596,429
2013 2,363,662
2014 1,243,289
2015 300,429
2016 60,429

7. Economic Dependence and Concentration of Credit Risk

As at December 31, 2011, two customers accounted for 25% of accounts receivable: 11% and 14%.

For the year ended December 31, 2011, one customer accounted for 13% of revenue.

There were no significant concentrations of accounts receivable or revenue in 2010.

8. Related Party Transactions

The Company has entered into certain transactions and agreementsin the normal course of operations with related parties. Significant related party transactions are as follows:
TransVideo

TransVideo, acompany controlled by the Chairman of the Board of Directors of the Company prior to October 1, 2010, is a leading public Internet-based IPTV technology and solution
provider headquartered in Beijing, China. It develops proprietary hardware designs and software for encoders and transcoders, IPTV STBs, digital media storage boxes, public IPTV
media servers, signal transfer and monitoring equipment and software that acts as a public IPTV player. For the period from January 1, 2010 to September 30, 2010, STB purchases from
TransVideo were $263,628 and transcoder license fees paid to TransVideo were $0. For the period from January 1, 2010 to September 30, 2010, included in cost of equipment revenueis
the cost of STBs sold of $308,773.

KyLinTV

KyLinTV isan IPTV company that is controlled by the Chairman of the Board of Directors of the Company. On June 1, 2008, the Company entered into an agreement with KyLinTV to
build and deliver the setup and back office operations for KyLinTV's IPTV service. The Company also provides and charges KyLinTV for administrative and general corporate
support. For each of the periods presented, the amounts received for these services provided by the Company for the years ended December 31, 2011 and 2010 were $380,754 and
$457,951, respectively.

New York IslandersHockey Club, L.P. (“ New York Islanders’)

The Company provides IT-related professional and administrative services to the New York Islanders, a professional hockey club that is owned by the Chairman of the Board of

Directors of the Company.
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Renaissance Property Associates, LL C (“ Renaissance”)

Renaissance is areal estate management company owned by the Chairman of the Board of Directors of the Company. In June 2009, the Company signed a sublease agreement with
Renaissance for office spacein Plainview, New York. Rent expense paid by the Company to Renaissance of $410,931 and $416,762, inclusive of taxes and utilities, isincluded in selling,
general and administrative expense for the years ended December 31, 2011 and 2010, respectively.

SmileTrain, Inc. (“ SmileTrain")

The Company provides I T-related professional services to Smile Train, a public charity whose founder and significant benefactor is the Chairman of the Board of Directors of the
Company.

The Company recognized revenue from related parties for the years ended December 31 as follows:

December 31, December 31,

2011 2010

$ $

New York Islanders 324,453 424,675
Renaissance 120,000 120,000
Smile Train 108,000 108,000
KyLinTV 3,084,526 2,060,981
3,636,979 2,713,656

Asat December 31, 2011 and 2010, the amounts due from (to) related parties are as follows:

December 31, December 31,

2011 2010

$ $
New York Islanders (13,298) (26)
Renaissance — 70
KyLinTV 734,452 1,261,706
721,154 1,261,750

Investment in affiliate— KyLinTV
The Company recordsitsinvestment in KyLinTV using the equity method.

From January 1, 2008 through February 26, 2010, the Company’s equity interest in KyLinTV was 17.1%. On February 26, 2010, a group of private investors invested $10.0 million in
KyLinTV, which reduced the Company’'s equity interest to 12.2%. Of the total $10.0 million investment, $1.0 million was invested by Avantalion LLC, a company controlled by the
Chairman of the Board of Directors of the Company. Management has determined that, as a result of the 12.2% equity interest combined with the services that the Company provides
KyLinTV, the Company continues to have significant influence on the operating activities of KyLinTV; therefore, the Company continues to account for its investment in KyLinTV
using the equity method. As previously discussed, the Company also provides and charges KyLinTV for administrative and general corporate support.
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Dueto KyLinTV’s accumulated |osses, the investment was reduced to zero as at December 31, 2008. No further charges will be recorded as the Company has no obligation to fund the
losses of KyLinTV.

9. 401(k) Profit Sharing Plan

The Company sponsors a 401(k) Profit Sharing Plan to provide retirement and incidental benefits to its eligible employees. Employees may contribute a percentage of their annual
compensation through salary reduction, subject to certain qualifications and Internal Revenue Code limitations. The Company provides for voluntary matching contributions up to
certain limits. Matching contributions vest over five years.

For the years ended December 31, 2011 and 2010, the Company made aggregate net matching contributions of $436,181 and $392,090, respectively.

10. Redeemable Preferred Stock

The Company has 50,000,000 authorized shares of preferred stock, $0.01 par value per share, of which 17,176,818 shares have been designated as Class 3 Preference Shares and
10,912,265 have been designated as Class 4 Preference Shares.

Class 3 Preference Shares

On September 29, 2010, the Company issued 17,176,818 Class 3 Preference Shares, at a price of CDN$0.60 per share in a private offering, for aggregate gross proceeds of
$10,000,000. Expensesrelated to the share issuance were $245,662. The principal terms of the Class 3 Preference Shares are as follows:

Voting rights— The Class 3 Preference Shares have voting rights (one vote per share) equal to those of the Company’s common stock.

Dividend rights — The Class 3 Preference Shares carry a fixed cumulative dividend, as and when declared by our Board of Directors, of 8% per annum, accrued daily, compounded
annually and payable in cash upon aliquidation event for up to five years, as well astheright to receive any dividends paid to holders of common stock.

Conversion rights — The holders of the Class 3 Preference Shares have the right to convert any or al of their Class 3 Preference Shares, at the option of the holder, at any time, into
common stock on a one for one basis. In addition, the Class 3 Preference Shares will automatically be converted into common stock in the event that the holders of a majority of the
outstanding Class 3 Preference Shares consent to such conversion. In the event of conversion to common stock, accrued but unpaid dividends shall be paid in cash and shall not
increase the number of shares of common stock issuable upon such conversion.

Redemption rights— At any time after five years from the date of issuance, the holders of amajority of the Class 3 Preference Shares may elect to have the Company redeem the Class 3
Preference Shares for an amount equal to CDN$0.60 per Class 3 Preference Share plus all accrued and unpaid dividends (the “ Class 3 Redemption Amount”). At any time after five years
from the date of issuance, the Company may, at its option, redeem the Class 3 Preference Shares for an amount equal to CDN$0.60 per Class 3 Preference Share plus all accrued and
unpaid dividends.

F-20




Table of Contents

NEULION, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in U.S. dollars, unless otherwise noted)
December 31, 2011

On June 7, 2011, shareholders of the Company approved a resolution to amend the Company’s Certificate of Incorporation to change the Redemption Amount (as defined in the
Certificate of Incorporation) of the Class 3 Preference Shares from CDN$0.60 to US$0.58218 per share, plus all accrued and unpaid dividends thereon.

Liquidation entitlement — In the event of any liquidation, dissolution or winding up of the Company, the holders of the Class 3 Preference Shares shall be entitled to receive, in
preference to the holders of common stock, an amount equal to the aggregate Class 3 Redemption Amount.

Other provisions— There will be proportional adjustments for stock splits, stock dividends, recapitalizations and the like.
Accounting for Class 3 Preference Shares

If certain criteria are met, companies must bifurcate conversion options from their host instruments and account for them as free-standing derivative instruments. The Company has
evaluated the conversion option on the Class 3 Preference Shares and determined that the embedded conversion option should not be bifurcated. Additionally, the Company analyzed
the conversion feature and determined that the effective conversion price was higher than the market price at the date of issuance; therefore, no beneficial conversion feature was
recorded. The Company has classified the Class 3 Preference Shares as temporary equity because they are redeemable upon the occurrence of an event that is not solely within the
control of theissuer. As noted above, the holders of the Class 3 Preference Shares may demand redemption at any time after five years from the date of issuance. As the redemption
amount was originally denominated in Canadian dollars, the Company re-measured the redeemable preferred stock amount recorded in the consolidated balance sheet each period,
based on prevailing exchange rates. The resulting adjustment, along with the accretion of the issuance costs, was recorded in stockholders' equity.

As aresult of the aforementioned change in the Class 3 Redemption Amount, from CDN$0.60 to US$0.58218 per share, the Company adjusted the carrying amount of the Class 3
Preference Shares on June 7, 2011 to US$10 million.

Class 4 Preference Shares

On June 29, 2011, the Company issued 10,912,265 Class 4 Preference Shares, at a price of $0.4582 per share in a private offering, for aggregate gross proceeds of $5,000,000. Expenses
related to the share issuance were $150,454. The principal terms of the Class 4 Preference Shares are as follows:

Voting rights— The Class 4 Preference Shares have voting rights (one vote per share) equal to those of the Company’s common stock.

Dividend rights — The Class 4 Preference Shares carry a fixed cumulative dividend at a rate of 8% per annum to be paid as and when declared by the Company’s Board of
Directors. Notwithstanding the foregoing, such dividends are automatically payable in cash upon aliquidation event or redemption by the Company for up to five years.

Conversion rights — The holders of the Class 4 Preference Shares have the right to convert any or al of their Class 4 Preference Shares, at the option of the holder, at any time, into
common stock on a one for one basis. In addition, the Class 4 Preference Shares will automatically be converted into common stock in the event that the holders of a majority of the
outstanding Class 4 Preference Shares consent to such conversion. In the event of conversion to common stock, declared and accrued, but unpaid dividends shall be paid in shares of
common stock based on a conversion price equal to the trading price of the common stock at the close of business on the last trading day prior to the date of conversion.
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Redemption rights— At any time after five years from the date of issuance, the holders of amajority of the Class 4 Preference Shares may elect to have the Company redeem the Class 4
Preference Shares for an amount equal to $0.4582 per Class 4 Preference Share plus al declared and accrued, but unpaid, dividends (the “ Class 4 Redemption Amount”). At any time
after five years from the date of issuance, the Company may, at its option, redeem the Class 4 Preference Shares for an amount equal to $0.4582 per Class 4 Preference Share plus all
accrued and unpaid dividends.

Liquidation entitlement — In the event of any liquidation, dissolution or winding up of the Company, the holders of the Class 4 Preference Shares shall be entitled to automatically
receive, in preference to the holders of common stock and Class 3 Preference Shares, an amount equal to $0.4582 per Class 4 Preference Share plus all accrued and unpaid dividends .

Other provisions— There will be proportional adjustments for stock splits, stock dividends, recapitalizations and the like.
Accounting for Class 4 Preference Shares

If certain criteria are met, companies must bifurcate conversion options from their host instruments and account for them as free-standing derivative instruments. The Company has
evaluated the conversion option on the Class 4 Preference Shares and determined that the embedded conversion option should not be bifurcated. Additionally, the Company analyzed
the conversion feature and determined that the effective conversion price was higher than the market price at the date of issuance; therefore, no beneficial conversion feature was
recorded. The Company has classified the Class 4 Preference Shares as temporary equity because they are redeemable upon the occurrence of an event that is not solely within the
control of theissuer.

11. Stock Option and Stock-Based Compensation Plans

The total stock-based compensation expense included in the Company’s consolidated statement of operations for the years ended December 31, 2011 and 2010 was $1,647,422 and
$2,360,187, respectively.

(i) Second Amended and Restated Stock Option Plan (the“ Plan™)

The Plan applies to all grants of options to directors, officers, employees and consultants of the Company or any entity controlled by the Company. The exercise price for any new
option granted under the Plan is determined by the closing price of the Company’s common stock on the trading day prior to the grant date. If the option is granted on a pre-determined
basis, the exercise price is determined using the five-day volume weighted average price of the Company's common stock on the Toronto Stock Exchange immediately prior to the date
of grant. In all cases the exercise price is not less than fair market value. Options are exercisable during a period established at the time of their grant provided that such period will
expire no later than five years after the date of grant, subject to early termination of the option in the event the holder of the option dies or ceases to be adirector, officer or employee of
the Company or ceases to provide ongoing management or consulting services to the Company or entity controlled by the Company. The maximum number of shares of common stock
issuable upon exercise of options granted pursuant to the Plan is equal to the greater of (i) 4,000,000 shares of common stock and (ii) 12.5% of the number of issued and outstanding
shares of common stock.
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A summary of stock option activity under the Plan isasfollows:

Weighted average
exercise price
# $
Outstanding, December 31, 2010 12,747,668 0.81
Granted 4,447,000 0.42
Forfeited (1,214,293) 121
Outstanding, December 31, 2011 15,980,375 0.67
Thefollowing table summarizes information regarding stock options granted under the Plan as at December 31, 2011:
Weighted average Aggregate
Exercise Number remaining Number intrinsic
price outstanding contractual life exercisable value
$ # (years) # $
0.21 15,000 4.88 — 1,050
0.29 25,000 4.63 — —
0.31 15,000 4.67 — —
0.36 597,000 4.42 — —
0.42 1,350,000 3.87 337,500 —
0.43 3,535,000 4.38 — —
0.47 3,594,500 1.88 2,793,355 —
051 2,155,000 3.38 874,685 —
0.58 50,000 150 50,000 —
0.59 1,250,000 322 557,837 —
0.60 2,268,500 181 1,813,073 —
0.64 30,000 125 28,111 —
0.67 500,000 2.84 270,363 —
0.88 40,000 2.63 23,710 —
3.00 76,250 0.38 76,250 —
6.05 450,000 0.27 450,000 —
6.26 29,125 0.38 29,125 —
15,980,375 2.98 7,304,009 1,050

The aggregate intrinsic value in the table above represents the total pre-tax intrinsic value (the difference between the Company’s closing stock price on the last trading day of fiscal
2011 and the exercise price, multiplied by the number of in-the-money options) that would have been received by the option holders had all option holders exercised their options on
December 31, 2011. The amount changes based on the fair market val ue of the Company’s common stock.

For the years ended December 31, 2011 and 2010, $1,175,519 and $919,870, respectively, were recorded for total stock-based compensation expense related to stock options under the
Plan. The weighted average exercise price of options exercisable as at December 31, 2011 was $0.92.

The Company estimates the fair value of stock options granted using a Black-Scholes-Merton option pricing model.
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The assumptions used in determining the fair value of stock options granted are as follows:

Y ears ended December 31,
2011 2010

Weighted average
Exercise price of stock options granted $0.42 $0.51
Fair value of stock options granted $0.27 $0.33
Expected volatility 104% 96%
Risk-free interest rate 2.44% 2.61%
Expected life (years) 4 4
Dividend yield 0% 0%

The exercise price of stock options granted on a pre-determined basis is calculated using the five-day volume weighted average price of the Company’s common stock on the Toronto
Stock Exchange preceding the grant date. The Company estimates volatility based on the Company’s historical volatility. The Company estimates the risk-free rate based on the Federal
Reserverate. The Company currently estimates the expected life of its stock optionsto be four years.

As at December 31, 2011, there was $2,383,095 of total unrecognized compensation cost related to non-vested stock options which is expected to be recognized over aweighted-average
period of 2 years.

(ii) Restricted Share Plan

Restricted share units give the holder the right to one share of common stock for each vested restricted share unit. These awards vest on a monthly basis over a 48-month period. The
maximum number of restricted share units awardable is 1,000,000 and the maximum number of shares of common stock issuable shall be 1,000,000, subject to adjustment for changesin
share capital.

During the years ended December 31, 2011 and 2010, the Company recognized stock-based compensation expense of $0 and $3,810, respectively, related to its Restricted Share Plan.

(iii) Warrants

On October 20, 2008, the Company granted 5,000,000 fully-vested warrants with an exercise price of $0.63 exercisable for two years to employees of the Company in connection with a
merger. On June 15, 2010, the stockholders of the Company approved a resolution to extend the expiration date of these warrants from October 20, 2010 to October 20, 2013. In
accordance with ASC Topic 718, the Company recorded an expense of $1,117,500in selling, general and administrative, including stock-based compensation, on its consolidated
statements of operations for the year ended December 31, 2010 to reflect this modification.

On November 1, 2009, the Company granted 1,000,000 common stock purchase warrants to acquire shares of common stock at $1.35 per share and 500,000 common stock purchase
warrants to acquire shares of common stock at $1.80 per share in conjunction with the acquisition of INSINC. Both series of warrants were exercisable for aperiod of two years. Thefair
value of these warrants, in the amount of $338,750, has been included in the purchase price of INSINC. These warrants expired on November 1, 2011.

On January 4, 2010, the Company granted 2,000,000 Series D Warrants to a customer of the Company that are exercisable if the customer achieves certain subscriber levels. In
accordance with ASC Topic 718, “ Stock Compensation,” the Company has not recorded any expense for the year ended December 31, 2011 as the subscriber levels have not been met.
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Thetotal stock-based compensation expense related to warrants during the years ended December 31, 2011 and 2010 was $920 and $1,118,421, respectively.

A summary of the warrant activity is as follows:

Weighted average
exercise price
# $
Outstanding, December 31, 2010 8,642,500 114
Forfeited (1,667,500) 1.80
Outstanding, December 31, 2011 6,975,000 0.98
Thefair value of warrants was determined using the Black-Scholes-Merton option pricing model.
The following table summarizes the warrant information as at December 31, 2011:
Weighted average Aggregate
Exercise Number remaining Number intrinsic
Price outstanding contractual life exercisable value
$ # (years) # $
0.63 4,945,000 181 4,945,000 —
150 650,000 142 — —
2.00 1,350,000 3.01 — —
2.20 30,000 5.85 30,000 —
6,975,000 2.02 4,975,000 —
The weighted fair value of warrants granted during the years ended December 31, 2011 and 2010 was, based on the following assumptions:
Y ears ended December 31,
2011 2010
Weighted average
Exercise price of warrants granted — $1.84
Expected volatility — —
Risk-free interest rate — —
Expected life (years) — —
Dividend yield — 0%

(iv) Amended and Restated Retention Warrants Plan (* Warrant Plan”)

The Company’s Warrant Plan appliesto all grants of retention warrants to employees, officers, directors and consultants of the Company or any entity controlled by the Company. The
exercise price for any retention warrant granted under the Warrant Plan to be issued on a pre-determined date in the future will be determined by the five-day weighted average closing
price of the Company's common stock prior to the date of grant but cannot be less than such a price. Retention warrants are exercisable during a period on the Toronto Stock Exchange
established at the time of their grant provided that such period will expire no later than five years after the date of grant, subject to early termination of the retention warrant in the event
the holder of the retention warrant dies or ceases to be an employee, officer, director or consultant of the Company or ceases to provide ongoing management or consulting services to
the Company or entity controlled by the Company. The maximum number of shares of common stock issuable upon exercise of retention warrants granted pursuant to the Warrant Plan

isequal to 2,500,000 shares of common stock.
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A summary of the retention warrant activity during the year ended December 31, 2011 is as follows:

Weighted average

exercise price

# $

Outstanding, December 31, 2010 742,730 2.63

Forfeited (115,980) 2.80

Outstanding, December 31, 2011 626,750 2.60
The following table summarizes the retention warrant information as at December 31, 2011:

Weighted average Aggregate

Exercise Number remaining Number intrinsic

price outstanding contractual life exercisable value

$ # (years) # $

0.64 145,500 1.20 145,500 —

0.70 82,250 138 75,537 —

0.80 20,500 1.62 18,996 —

3.86 378,500 0.67 379,968 —

626,750 0.92 618,533 —

There were no retention warrants granted during the years ended December 31, 2011 and 2010.

As at December 31, 2011, there was $25,760 of total unrecognized compensation cost related to non-vested retention warrants, which is expected to be recognized over a weighted-
average period of 0.1 years.

(v) 2006 Stock Appreciation RightsPlan (* SARS Plan”)

The maximum number of units that can be granted under the SARS Plan is equivalent to the greater of (i) 4,150,000 shares of common stock and (ii) 5% of the aggregate number of
issued and outstanding shares of common stock. The exercise price is determined by the Board of Directors at the time of grant but in no event shall the exercise price be lower than the
market price of the common stock at the time of the grant. Each unit granted under the SARS Plan has amaximum life of five years from the date of the grant. The SARS Plan permitsthe
holder to settle the award as follows:

™
@

©)

Receive cash compensation less the exercise price or to purchase or receive an equivalent number of shares of common stock, less the exercise price;

In lieu of receiving a cash settlement, the holder can elect to receive a number of shares of common stock from treasury equal to the fair value of the common stock less the

exercise price, divided by the market val ue of the common stock; or

Elect to pay the Company the exercise price and receive shares of common stock from treasury equal to the number of stock appreciation rights (“ SARS’) granted under the

SARSPlan.
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The Board of Directors has discretionary authority to accept or reject a cash payment request in whole or in part.

A summary of the SARS activity during the year ended December 31, 2011 isasfollows:

Weighted average

exercise price

# $

Outstanding, December 31, 2010 1,675,000 2.63

Forfeited (1,000,000) 4,00

Outstanding, December 31, 2011 675,000 0.61
The following table summarizes the SARS information as at December 31, 2010:

Weighted average Aggregate

Exercise Number remaining Number intrinsic

price outstanding contractual life exercisable value

$ # (years) # $

0.60 475,000 181 375,744 —

0.64 200,000 1.25 187,470 —

675,000 1.64 563,214 —

There were no SARS granted during the years ended December 31, 2011 and 2010.

(vi) Directors Compensation Plan (“ Directors Plan”)

Non-management directors of the Company receive a minimum 50% of their retainers and fees in the form of common stock and may elect to receive a greater portion of their retainers
and feesin common stock. The number of shares of common stock to be issued to non-management directors is determined by dividing the dollar value of the retainers and fees by the
closing price of the common stock on the relevant payment date. The maximum number of shares of common stock available to be issued by the Company under the Directors' Planis
1,500,000.

During the year ended December 31, 2011, the Company issued 382,031 shares of common stock with a fair value of $148,117 as payment of fees and retainers due to non-management
directors. During the year ended December 31, 2010, the Company issued 377,731 shares of common stock with a fair value of $186,500 as payment of fees and retainers due to non-
management directors.

(vii) Restricted Stock

On November 9, 2010, the Company granted 2,500,000 restricted shares to an employee that vest yearly over afour year period.

Thetotal stock-based compensation expense related to the restricted shares during the years ended December 31, 2011 and 2010 was $253,285 and $36,586, respectively.

As at December 31, 2011, there was $737,343 of total unrecognized compensation cost related to non-vested restricted stock which is expected to be recognized over a weighted-average
period of 3.87 years.
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12. Loss Per Share

Basic loss per share is computed by dividing net loss for the period by the weighted average number of common stock outstanding for the period. Diluted loss per share is computed by
dividing net loss for the year by the weighted average number of common stock outstanding, and excludes the effect of potential common stock, as their inclusion would be anti-dilutive
due to the losses recorded by the Company.

The following table summarizes the potential common stock that was outstanding as at December 31, 2011 and 2010 but was not included in the computation of diluted loss per share as
their effect would have been anti-dilutive. See note 11 for additional details.

2011 2010

# #

Class 3 Preference Shares 17,176,818 17,176,818
Class 4 Preference Shares 10,912,265 —
Stock options 15,980,375 12,747,668
Stock appreciation rights 675,000 1,675,000
Warrants 6,975,000 8,642,500
Retention warrants 626,750 742,730
Restricted stock 2,500,000 2,500,000

13. Supplemental Cash Flow Information

For each of the years presented, the Company did not pay any cash income taxes or cash interest expense.

14. Commitments and Contingencies

Commitments

The Company has operating lease commitments for its premises in the United States (Plainview, New York; New York, New Y ork; and Sanford, Florida), Canada (Toronto, Ontario and
Vancouver, British Columbia), England (London) and China (Beijing, Shanghai and Shenzhen). In addition, the Company has operating leases for certain computer hardware and

infrastructure equipment. Future minimum annual payments over the next five years and thereafter (exclusive of taxes, insurance and maintenance costs) under these commitments are
asfollows:

$

2012 2,455,813
2013 1,594,457
2014 552,693
2015 363,957
2016 188,957
Thereafter 111,145
5,267,022

Rent expense for the years ended December 31, 2011 and 2010 was $1,128,141 and $969,249, respectively.

The Company has subleased a portion of its Toronto office, which is expected to generate atotal recovery of $4,039,812.
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Contingencies

During the ordinary course of business activities, the Company may be contingently liable for litigation and a party to claims. Management believes that adeguate provisions have
been made in the accounts where required. Although the extent of potential costs and losses, if any, is uncertain, management believes that the ultimate resolution of such
contingencies will not have an adverse effect on the consolidated financial position or results of operations of the Company.

15. Segmented Information

The Company operates, as one reportable segment, to deliver live and on-demand content to I nternet-enabled devices. Substantially all of Company’s revenues are generated and long-

lived assets are located in the United States.

16. Income Taxes

The Company is subject to income and other taxes in a variety of jurisdictions, including the U.S., Canada, and various state jurisdictions. A reconciliation of income taxes computed at
the U.S. and Canadian statutory rate to the Company's effective income tax rate for the years ended December 31, 2011 and 2010 is shown below.

2011 2010

$ $

Combined basic federal and provincia rates 35% 35%

Income tax benefit based on statutory income tax rate (4,925,878) (6,008,613)
Increase in income taxes resulting from:

Non-deductible expenses and state taxes 262,750 680,267

Increase in valuation allowance 4,962,222 5,328,346

Income tax expense 299,094 —

Deferred income taxes result principaly from temporary differences in the recognition of loss carry-forwards and expense items for financia and
purposes. Significant components of the Company’s deferred tax assets as of December 31, 2011 and 2010 were as follows:

income tax reporting

December 31, December 31,
2011 2010
$ $
Current deferred tax assets
Accrued expenses and deferred revenue 1,758,458 1,769,721
Valuation allowance (1,684,465) (1,741,858)
Total current deferred tax asset 73,993 27,863
Non-current deferred tax assets
Intangible assets 4,092,991 3,987,964
Stock options 756,844 —
Property, plant and equipment — 152,294
Net operating losses 32,521,087 28,907,755
Valuation allowance (35,816,770) (31,804,061)
Total non-current deferred tax assets 1,554,152 1,243,952
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Non-current deferred tax liabilities

Property, plant and equipment (1,235,060) (533,514)
Goodwill (299,094) —
Intangible assets (357,675) (738,301)
Foreign earnings (35,410) —
Total non-current deferred tax liabilities (1,927,239) (1,271,815)
Total net deferred tax liahility (299,094) —

The Company has approximately $97 million in net operating tax loss (“NOL's") carryforwards available to be applied against future years' income that, if not utilized, will begin to expire
for federal purposes in 2027. Various state NOL’s which do not follow the federal carry forward period have historically expired and will continue to expire in the future if not
utilized. The $97 million of net operating loss carryforwards includes $7.9 million of NOL’s related to tax goodwill amortization that will not be realized for financial reporting purposes
until the Company is able to take a tax benefit for those deductions. Historically, the Company has entered into certain transactions which may limit the use of the NOL's. From the
Company’s inception, significant losses have been recorded. Accordingly, a valuation allowance was recorded due to the uncertainty of realizing the benefits of operating loss
carryforwards and other tax deferred assets. The Company has recorded a net deferred tax liability because deferred tax liabilities related to indefinite lived intangibles cannot be offset
against deferred tax assets when determining the need for a valuation allowance.

The Company does not believe there are any uncertain tax provisions under ASC 740 and is currently under IRS audit for the tax-year ended January 31, 2009. No significant matters
have been identified to date. The Company’s federal and state jurisdictions remain open for the years 2007 through 2010.

17. Derivative Instruments

Effective January 1, 2009, the Company adopted ASC Topic 815-40, “ Derivatives and Hedging” (“ASC 815-40"). ASC 815-40 states that an equity-linked financial instrument will not be
considered indexed to the entity’s own stock if the strike price is denominated in a currency other than the issuer’s functional currency. ASC 815-40 specifies that a contract will not be
treated as a derivative if it meets the following conditions: (a) indexed to the Company’s own stock; and (b) classified in shareholders’ eqguity in the Company’s statement of financial
position. The Company’s outstanding warrants denominated in Canadian dollars are not considered to be indexed to its own stock because the exercise price is denominated in
Canadian dollars and the Company’s functional currency is United States dollars. Therefore, these warrants have been treated as derivative financial instruments and recorded at their
fair value asliabilities. All other outstanding convertible instruments are considered to be indexed to the Company’s stock, because their exercise prices are denominated in the same
currency as the Company’s functional currency, and are included in stockholders’ equity.

The Company’s only derivative instruments, the exercise price for which was denominated in a currency other than the Company’s functional currency, were 11,000,000 warrants as
follows:

. 5,500,000 Series A warrants exercisable at Cdn$1.25 that expired on October 20, 2010.
. 5,500,000 Series B warrants exercisable at Cdn$1.50 that expired on October 20, 2010.

These warrants were recorded at their relative fair values at issuance and continued to be recorded at fair value at each subsequent balance sheet date. Any change in value between
reporting periods was recorded as other income (expense). Thefair value of these warrants was estimated using the Black-Scholes-M erton option-pricing model.

When these warrants expired on October 20, 2010, the Company recorded an unrealized gain of $1,389,300in other income on the consolidated statements of operations for the year
ended December 31, 2010 related to the changein the fair value of these warrants.
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We have the following subsidiaries:

Name of Subsidiary

Cycling Television Limited
JumpTV International FZ-LLC
JumpTV USA Inc.

JumpTV USA Holdco, Inc.
Sport International Group, LLC
Deportes Ya, SA.

NeuLion USA, Inc.

NeuLion China Co., Ltd.
NeuLion AC, Inc.

NeuLion International Inc.
TV-Desi, Inc.

Talfazat, LLC

Interactive Netcasting Systems
Inc.

INSINC Technologies Ltd.
TransVideo International Ltd.

Beijing Digital TransVideo
Technology Co., Ltd. (WOFE)

Stateor Country of
Incor poration

United Kingdom

United Arab Emirates

Delaware

Delaware

Delaware

Argentina

Delaware

China

Delaware

Delaware

Delaware

Delaware

Canada

Canada
British Virgin Islands

China

Name Under Which
Subsidiary Does
Business

CyclingTV
Inactive
JumpTV USA Inc.
NeuLion
Inactive
Inactive
NeuLion USA
NeuLion China
NeuLionAC
NeuLion USA
TV-Desi
Talfazat

NeuLion

Inactive
TransVideo

TransVideo

%

Ownership

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%






