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Directors’ report

The directors present their annual report and financial statements of Vertzon UK Limited (the “Company™) for the
year ended 31 December 201 |

Principal activities

The principal activiiies of the Company comprise the provision of telecommunications services and international
support services within the Venzon Communications Inc (“Verizon™) group of companies

The principal nisks and uncertainties facing the Company are simular to those facmg other companes in the
telecommumications sector, namely, credit nisk from the Company’s debtors, revenue nsk from competing
businesses, and operational dependence on a fibre network These risks are managed at a global and a European
regional level, and are sigmficantly mitigated by being an integral part of a leading global communications provider,
delivering 1mnovative, cost-effective, advanced communications connectivity to businesses, governments and
COMNsSumers

Key performance indicators which are focused on by management are
¢ Revenue, Sales Order Value and Contribution per Sales Channel,
+  Customer debt per Sales Channel,
e  Sales, General and Administration expense as a % of Revenue

Each of these indicators 1s monitored by management against budget and against prior pertods The indicators listed
above are prepared at a European regional level rather than at an individual enuty level and, accordingly, specific
details relating to the indicators for the current and prior years have not been disclosed

The directors are satisfied with the performance of the Company for the year, in view of the performance of the
European operations in regard to the indicators above and do not expect any significant changes in future activities
of the business

Vernizon UK Limited has two overseas branches Abu Dhabi and Dubar

The Company 1s expected to continue with 1ts pninctpal activity for the foreseeable future

Business review and trading performance
Performance in the year

The audited financial statements for the year ended 31 December 2011 are set out on pages 7 to 24 The profit for
the year after taxation was £29,500,000 (2010 £26,463,000)

As at 31 December 2011 the Company’s balance sheet shows net assets of £405,865,000 (2010 £376,365,000)
The directors do not recommend the payment of a final dividend (2010 £nul)
Telecommunications Services Agreement

Effective as of I January 2007, the Company entered nto a replacement Tier 2 agreement with Verizon European
Holdings Limuted (“VEHL”), which had entered into a replacement Tier | agreement reflecting the centralized U §
management of the global telecommunications network following Venizon’s 2006 acquisition of the MCI group The
other party to the Tier 1 agreement 1s MCI Communications Services, Inc , the U S entity that controls the overall
management of the Verizon global network Fees chargeable between the Company and VEHL for the use and
supply of telecommunications services are calculated according to a low risk methodology that 1s OECD comphant

Effective as of 1 January 2010, the Company and VEHL amended the Tier 2 agreement to provide for additional
compensation to the Company for 1ts performance of certain centralised support services
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Directors’ report (confinued)

Going Concern

The company’s business activities, together with the factors likely to affect 1ts future development and position are
set out 1n the Business Review section of the Directors’ Report

The company 1s expected to continue to generate profits and positive cash flows for the foreseeable future The
company participates 1n the group’s treasury arrangements and shares banking arrangements with 1ts parent company
and fellow subsidiaries

The directors, having assessed future profit forecasts and the level of financial support available from Verizon
Communications Inc , have no reason to beheve that a material uncertainty exists about the ability of the company to
ensure that it can meet 1ts lhabihties to third parties as they fall due and continue as a going concern for a period of at
least a year from the date of approval of these financial statements

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing 1n mind the aptitudes of the
applicant concerned In the event of members of staff becoming disabled, every effort 1s made to ensure that their
employment with the Company continues and that appropniate traiming 1s arranged It 15 the policy of the Company
that the training, career development and promotion of disabled persons should, as far as possible, be 1dentical with
that of other employees

Employee consultation

The Company places considerable value on the mvolvement of 1ts employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
Company This 1s achieved through regular information bulletins which seek to achieve a common awareness of the
financial and economic factors affecting the performance of the business

Charitable and poliical contributions

During the year the Company made no charitable donations (2070 £851) There were no political contributions
made dunng the year (2010 £nil)

Dhrectors and directors' interests

The directors who served during the year and to the date of this report were as follows

D Garllard (resigned 28 June 2032)
C Aiatkenhead
F De Maio (appointed 28 June 2012)

The directors have no interests 1n the share capital of the Company or any other Venizon group company that require
disclosure 1n the UK statutory accounts

Regstered number 2776038 2




Venzon UK Limited
Report and financial statements
31 December 2011

Directors’ report (continued)

Events since the balance sheet date

No other matter or circumstance has arisen since 31 December 2011 that has sigmficantly affected, or may
significantly affect

(a) the Company's operations in future financial years, or
(b) the results of those operations 1n future financial years, or

(c) the Company's state of affairs in future financial years

Drrectors’ Indemnuty

The Company has granted indemmty to its directors against hability in respect of proceedings brought by third
parties, subject to conditions set out 1n section 234 of the Companies Act 2006 Such qualfying third party
indemnity provision was n force during the year and 1s 1n force as at the date of approving the directors’ report

Directors’ statement as to disclosure of information to auditors

The directors at the tme of approving the director’s report are listed on page 1 Having made enquiries of the
company’s auditors, the directors confirm that

= To the best of themrr knowledge and belief, there ts no information relevant to the preparation of their report
of which the company’s auditors are not aware, and

*  The directors have taken all the steps a director might reasonably be expected to have taken to be aware of
relevant audit information and to establish that the company’s auditors are aware of that information

Auditors

The directors have appointed Ernst & Young LLP as auditors for the Company Ernst & Young LLP are deemed to
be reappointed 1n accordance with section 485 of the Companmies Act 2006 by virtue of an elecuve resolution passed
by the members on 21 August 2006

By order of the Board

Vs (D

C Aitkenhead

Drrector 77 EeiDtEf'r‘}:E}" 2012

Reading International Business Park
Basingstoke Road

Reading

Berkshire

RG2 6DA
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Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounung Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the Company and of the profit or loss of the Company for that period In preparing those financial
statements, the directors are required to

*  select suitable accounting policies and then apply them consistently,
*  make judgments and estimates that are reasonable and prudent,

®  state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements, and

+  prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
Company will continue 1n business

The directors are responsible for keeping proper accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
to enable them 10 ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other uregulanties
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Independent Auditor’s Report to the members of Verizon UK Limited

We have audsted the financial statements of Verizon UK Lumited for the year ended 31 December 2011 which
comprise the Profit and Loss Account, the Statement of Total Recogmsed Gains and Losses, the Balance Sheet and
the related notes | to 25 The financial reporting framework that has been applied 1n their preparation 1s applicable
law and Unmited Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 15 made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matiers we are required to state to them i1n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's
members as a body, for our andit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors’ Responsibilities {set out on page 4), the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view
Our responsibility 1s to audit and express an opinton on the financial statements 1n accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply wath the Auditing
Practice Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit tnvolves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error  This includes an assessment of whether the accountng policies are appropriate to the company's
circumstances and have been consistently apphied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information an the Directors’ Report to 1dentfy material inconsistencies with
the audited financial statements If we become aware of any apparent material misstatemenis or inconsistencies we
consider the implications for our report

Opinion on financial statements

In our opinion the financial statements
* give atrue and fair view of the state of the company's affairs as at 31 December 2011 and of 1ts profit
for the year then ended,
* have been properly prepared 1n accordance with the United Kingdom Generally Accepted Accounting
Practice, and
* have been prepared in accordance with the requirements of the Companies Act 2006
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Independent Auditor’s Report to the members of Verizon UK Limited

Opinion on other matter prescribed by the Companies Act 2006

In our opinten the information given n the Directors” Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing 1o report 1n respect of the fellowing matters where the Companies Act 2006 requires us to report to
you if, 1n our opinion
= adequate accounting records have not been kept by the company, or returns adequate for our audit have
not been received from branches not visied by us, or
= the company’s financial statements are not 1 agreement with the accounting records and returns, or
= certain disclosures of directors’ remuneration specified by law are not made, or
* we have not received all the information and explanations we require for our audit

&Mr é L’wf:P LA__{_

Debbie O'Hanlon (Senior Statutory Auditor)
for and on behalf of Ernst & Young, LLP, Statutory Auditor
Reading

Date \q Jtp‘t-wlek/ loil
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Profit and loss account
for the year ended 31 December 2011

Turnover
Nel operating expenses

Other operating tncome

Operating profit

Profit on sale of tangible fixed assets
Gain on sale of fixed asset imvestments

Profit on ordinary activities before interest and taxation

Other nterest receivable and similar income
Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

All results were denived from contining activities

Statement of total recognised gains and losses

Jor the year ended 31 December 2011

Notes

12

10

21

Venzon UK Limited
Report and financial statements
31 December 2011

2011
£000

481,289

(474,156)
19,030

26,163

264
3,764

30,191

760
(1,359)

29,592
(92)

29,500

There are no recognised gains and losses other than those shown 1n the profit and loss account

Registered number 2776038

2010
£000

523,018
(544,326)
47,754

26,446 \
751

27,197

941
(1,634)

26,504
(41)

26,463
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Balance sheet
at 31 December 2011

Notes 2011 2010
£000 £000 £000 £000
Fixed assets
Tangible assets 11 340,724 347,541
Investments 12 350 350
341,074 347,891
Current assets
Stocks i3 362 511
Debtors
- due within one year 14 206,680 314,004
- due after one year 14 1,530 630
Cash 18,154 19,890
226,726 335,035
Creditors: amounts falling due within one year 15 (149,413) (279,730)
Net current assets 77,313 55,305
Total assets less current liabilities 418,387 403,196
Creditors: amounts falling due after more than 16 - (9,869)
one year
Provisions for liabilities and charges I7 (12,522) {16,962)
Net assets 405,865 376,365
Capital and reserves
Called up share capital 19 128,263 128,263
Special reserve 20 243,324 242,817
Profit and loss account 20 34,278 5,285
Equity shareholders’ funds 21 405,865 376,365

These financial statements were approved by the board of directors on |7 S XS ke 2012 and were

signed on 1ts behalf by

(A

C Aitkenhead
Director
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31 December 2011

{forming part of the financial statements)

1 Accounting policies

The foliowing accounting pohcies have been applied consistently throughout the year and the preceding
year

Basis of accounting and preparation

The financial statements are prepared under the histoncal cost conventton and 1n accordance with
applicable accounting standards (UK GAAP)

The Company 1s exempt from the requirement to prepare group financial statements by virtue of Section
401 of the Compames Act 2006, and accordingly the financial statements present information about the
Company as an individual undertaking and not about 1ts group

The directors have a reasonable expectation that the Company has adequate resources to continue tn
operationat existence for the foreseeable future Accordingly, they continue to adopt the going concern basis
1n preparation of the annual report and accounts

Related party disclosures

As the Company is a wholly owned subsidiary of Verizon Communications Inc (“Vernizon”), the Company
has taken advantage of the exemption contained in Financial Reporting Standard (“FRS™) 8, and has
therefore not disclosed transactions or balances with wholly owned subsidiaries of Verizon which form part
of the group The consohdated financial statements of Verizon, within which the Company ts included, can
be obtained from 1ts headquarters at 140 West Street, New York City, New York State, USA 10007

Cash flow statement

In accordance with FRS 1 (revised), Venizon UK Limrted has not published a cash flow statement as 1ts
ultimate parent company, Venzon, which s incorporated in the United States of America, has published
consolidated financial statements in which the cash flows of the Company are included

Fixed asset investments
Fixed asset investments are shown at cost less provision for impairment

Tangible fixed assets and depreciation
Depreciation 1s provided to write off the cost less the estimated residual value of tangible fixed assets by
equal mnstalments over their estimated useful economuc hives as follows

Telecommunications network

- Transmission equipment - 4-20 years

- Customer factlities - 4-15 years

- Network cable - 40 years

Leasehold improvements - Over the term of the lease
Fixtures and fittings - 3-7 years

Cost includes internal employee costs which are directly attnibutable to capital activities of the Company
Freehold land 1s not depreciated

An asset 1s regarded as being 1n the course of construction until ready for its intended use, when 1t 15
reclassified and depreciated over 1ts estimated useful econonuc hife
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Notes (continued)

1

Accounting policies (continued)

Asset impairment

Tangible fixed assets are reviewed for impairment when events or changes in circumstances indicate that the
carrying amount of the fixed asset may not be recoverable When an impairment indicator 1s 1dentified, the
carrying value of the income generating umit 1s compared with its recoverable amount Where the
recoverable amount 1s less than the carrying value, an impairment 15 recogmised

Stocks
Stocks of equipment held for vse 1n the maintenance and expansion of the Company’s telecommunication
systems are stated at cost, less provision for obsolete and stlow moving items

Leases

Assets acquired under finance leases are capitalised and the outstanding future lease obhgations are shown
i creditors  Operating lease rentals are charged 1o the profit and loss account on a straight line basis over
the period of the lease

Pension costs

The Company operates a defined contribution pension scheme The assets of the scheme are held separately
from those of the Company 1n an independently administered fund The amount charged to the profit and
loss account represents the contnibutions payable to the scheme 1n respect of the accounting period

Taxation
The charge for taxation 1s based on the profit or loss for the year and takes into account taxatnon deferred
because of iming differences between the treatment of certain items for taxation and accounting purposes

Deferred taxation

Deferred tax 1s recogmsed 1n respect of all tming differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that wiil result 1n an obligation to
pay more, or a nght to pay less or to receive more, tax, with the following exception

® deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more likely
than not that there will be suitable profits from which the future reversal of the underlying uming
differences can be deducted

* provision 1 made for tax on gains ansing from the revaluatron (and simlar fair value adjustments)
of fixed assets, and gains on disposal of fixed assets that have been rolled over nto replacement
asscts, only to the extent that, at the balance sheet date, there 15 a binding agreement to dispose of
the assets concerned However, no provision 1s made where, on the basis of all avaslable evidence
at the balance sheet date, 1t 15 more likely than not that the taxable gain will be rolled over into
replacement assets and charged to tax only where the replacement assets are sold

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply n the periods
m which timung differences reverse, based on tax rates and laws enacted or substanuvely enacted at the
balance sheet date

Registered number 2776038 10
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Notes (continued)

1

Accounting pelicies (continued)

Turnover

Revenue 1s recognised on the basts of usage of networks, facilities and equipment or the provision of
services In general, fixed fees for circunts and certain other services may be billed 1n advance or i the
month of usage, but are recognised as revenue in the month ot usage Where fees are based on traffic and
variable fees, they are generally billed 1n arrears and recognised in the month of usage At the start of a
contract, there may be fees for equipment, customer activation and simular set up costs Where the costs and
fees are separately wdentifiable the revenue for these tems 1s recognmsed when the equipment 15 mstalled in
accordance with the contractual specifications and ready for the customer’s use Revenue for maintenance
and monitoring service 1s recognised over the term of the contracts as we provide the services Where there
1s a contractual arrangement with multiple deliverables that cannot be considered separate for accounting
purposes, the revenue 1s recognised evenly over the term of the contract

Other operating income

Other operating income denves from the service agreement with Venzon European Holdings Limited
(“VEHL”) The Company provides telecommunications services within the UK to service Verizon Group
customers, and the Venzon Group provides telecommunications services outside the UK to service the
Company’s customers In consideration for such services, fees are payable The net charge/income 1s
reflected 1n the Profit and Loss account Effective as of 1 January 2010, the Company and VEHL amended
the services agreement to provide for addional compensation to the Company for its performance of
certain centralised support services, this 1s further explained in the Directors’® Report

Foreign currency

Transactions denomunated 1n foreign currencies are recorded at the rate of exchange at the date of the
transaction Monetary assets and hiabiliies denomnated 1n foreign currencies are translated at the rates of
exchange ruling at the balance sheet date  Any gains or loss ansing from a change 1n exchange rates
subsequent to the date of the transaction 1s included as an exchange gain or loss 1n the profit and loss
account These financial statements are presented in the currency of the primary economic environment 1n
which the company operates (1ts functional currency) which 1s pounds sterling

Provisions

A provision 1s recognised when the Company has a legal or construcive obhgation as a result of a past
event and 1t 15 probabie that an outflow of economic benefits will be required to settle the obligation If the
effect 1s matenal, the expected future cash flows are discounted using a current pre-tax rate that reflects,
where appropinate, the risk specific to the hiability

Provision 1s made for onerous leases where the unavoidable costs of meeting the obligation under the lease
exceed the economic benefits to be received under 1t 1in accordance with FRS12 "Provisions, Contingent
Liales and Contingent Assets” Costs provided for represent the mimmum obliganon under the lease, net
of any contributtons where the property 1s sub-let, and are discounted

Turnever

Turncver 1s based on the mvoiced value, exclusive of VAT, of services supplied by the Company n the
normal course of business, 1n accordance with the revenue recognition policy 1n Note | The total turnover
of the Company for the year has been derived from its one principal conunwing activity which 15 wholly
underiaken 1n the Unmited Kingdom

Registered number 2776038 11




Notes (continued)

3 Net operating expenses

Other external charges

Salary and associated costs (Note 5)

Depreciauon (Note 11)

4  Other operating income

Verizon UK Linuted

Report and financial statements
31 December 2011

2011
£000

282,526

143,535
48,095

474,156

2010
£000

363,058
133,908
47,270

544,326

In accordance wiih 1its service agreement with VEHL, the Company provides telecommunications services
within the UK to service Verizon Group customers, and the Venizon Group provides telecommunications
services outside the UK to service the Company’s customers In consideration for such services, fees are
payable The net charge/income 1s reflected 1n the Profit and Loss account

In accordance with this service agreement, the Company received net income mm 2011 of £19,030,000

(2010 £47,754,000)

Staff costs

The average number of persons employed by the Company (including executive directors) during the year

was as follows

Operations
Sales
Administration

Registered number 2776038

Number of employees
2011 2010
470 791
691 389
463 482
1,624 1,662
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Notes (continued)

5 Staff costs (continued)

The aggregate payroll costs of these persons were as follows

2011 2010

£000 £000

Wages and salaries 119,667 112,294
Social security costs 15,165 13,577
Other pension costs (Note 23) 8,703 8,127
143,535 133,998

Included 1n wages and salaries are redundancy costs of £3,108,000 (2010 £4,179,000)

6 Remuneration of directors

Both directors are employed by Verizon group companies and their service as directors 1s incidental to their
main employment Consequently, they do not recerve emoluments for their services as directors of this
company

Both of the directors are employed by the Company and therr total remuneration for the year, including
bonus, benefits, and pension contributions te a money purchase scheme was £487,000 (2010 £426,000)

The aggregate remuneration of the highest paid director was £318,000 (2010 £299,000)

7  Other interest receivable and similar income

2011 2010

£000 £000

Bank nterest 47 35
Loans to fellow group undertakings 713 742
Other - 164
760 941
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Notes (continued)

8 Interest payable and similar charges

2011 2010
£000 £000
Loans from fellow group undertakings 553 679
Other 17 6
Discounted provisions Unwinding of discount 789 949
1,359 1,634
9 Operating profit
2011 2010
£000 £000
COperating profit 15 stated after charging / (crediting)
Depreciation on tangible fixed assets - owned 48,095 47,270
Auditors' remuneration
- audit of the financial statements (1) 850 850
- statutory audit (1) 1,468 1,690
- other services (111) 1,258 1,974
Operating lease rentals
- plant and machinery 1,492 1,772
- other 34,487 27829
Net forergn exchange gain (2,360) (1,021)

The auditors’ remuneration charge includes costs incurred in relation to
(1) the statutory audut of the Company,

(1) the statutory audit of other group entities,

{1) corporate and indirect tax services
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Notes (continued)

10 Taxation

UK corporation tax at 26 5% (2010 28%)
Current tax

Overprovision 1n respect of prior years
Withholding tax

Tax expense

2011
£000

92

922

Venzon UK Limted
Report and financial statements

31 December 2011

2010
£000

41

41

The table shown reconciles the UK statutory tax expense to the Company’s profit on ordinary activitics

before taxation

Profit on ordinary activities before tax
Current tax at 26 3% (2010 28%)
Effects of

Expenses / (income} not deductible / (taxable)
Fixed asset uming differences

Other timing differences

Group rehef (claimed) / surrendered

Tax losses (utilised) / unutihsed

Withholding tax

Tax expense

Regstered number 2776038

2011
£000

29,592

7,842

(785)
12,695
(1,008)

(18,744)
92

92

2010
£000

26,504

7421

178
(9,519)
(638)
2,765
(207)
41

41
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Notes (continued)
11 Tangble fixed assets

Cost

At 1 January 2011
Addinions
Transfers
Dusposals

At 31 December 2611

Depreciation

At 1 January 2011
Charge for year
Disposals

At 31 December 2011

Net book value
At 31 December 2011

At 31 December 2010

Registered number 2776038

Assets under
construction
£000

70,762

18,092
(61,527)

27,327

27,327

70,762

Telecoms
network

£000

1,214,854
25144
49,106
(3.847)

1,285,897

996,342
33,362
(3.867)

1,025,837

260,060

218,552

Vertzon UK Limited
Report and financial stalements
31 December 2011

Leasehold Total
improvements,
fixtures and
fittings
£000 £000
367,008 1,652,664
3,051 46,887
7,160 (5.261)
(770) (4,617)
376,449 1,689,673
308,781 1,305,123
14,733 48,095
(402) (4,269)
323,112 1,348,949
53,337 340,724
58,227 347,541
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Notes (continued)
12 Fixed asset investments

Venizon UK Limited has investments in the following principal subsidiary undertakings

Name of undertaking  Country of  Principal activities Description of

incorporation shares held
MK International England and  Investment holding company Ordinary 100%
Limited Wales Shares
Fox Court Nominees England and  Holding minonity shareholdings 1n Ordinary 100%
Limuted Wales  certain undertakings of the Venizon Shares

group

MCI WorldPhone England and  Provider of telecommuntcations Ordinary 100%
Limuted Wales  services to certain Vertzon group Shares

customers who are resident in the
European Union

On the 22 July 2011 the Company transferred 1ts ownership of Verizon International Limited (formerly
Cybertrust UK Limited) to Verizon Communications Inc , resulting in a gain of £3,764,000

Subsidiary undertakings £000
Cost

At } January 2011 653,475
Addinons -
Disposals -
At 31 December 2011 653,475

Amounis written off

At 1 January 2011 653,125
Impairment X
At 31 December 2011 653,125

Net book value
At 31 December 2011 350

At 31 December 2010 350

Registered number 2776038 17




Notes (continued)

13 Stocks

Network equipment and items for resale

14 Debtors

Amounts falling due within one year
Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments

Accrued income

Amounts falling due after one year
Other debtors

Registered number 2776038

Venzon UK Limrited

Report and financial statements

2011
£000

362

2011
£000

56,518
123,217
6
18,904
14,035

206,680

1,530

208,210

31 December 2011

2010
£000

511

2010
£000

61,875
221,102
5

16,372
14,650

314,004

630

314,634
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Notes (continued)

15 Creditors: amounts falling due within one year

2011 2010

£000 £000

Trade creditors 8,772 13,962
Amounts owed to group undertakings 73,339 172,556
Taxation and social security 5,623 5,225
Accruals and deferred income 57,677 87,033
Other creditors 4,002 054
149,413 279,730

16 Creditors: amounts falling due after more than one year

2011 2010

£000 £000

Deferred income - 9,869

17 Provision for liabilities and charges

Provision for hiabihties and charges relates 1o onerous property leases, lease dilapidation costs, and property
and hitigation matters

The onerous lease provision covers the difference between future property rentals of premises which the
Company has vacated and expected sub-let income The future net cash outflows have been discounted at an
annual interest rate of 7 5% (2010 7 5%)

The dilapidation provision was created to cover the estimated costs that will be incurred at the end of each
of the Company’s facility leases The future cash outftows have been discounted at an annual interest rate of
55% (2010 5 5%)

Management have carried out a review of property and litigation related matters As a result, a provision
was created to cover remedial works and hitigation identified

Onerous leases Dilapidations Property and legal Total

£000 £000 £000 £000

At ] January 2011 3,231 11,041 2,690 16,962
Amounts provided / (reversed) - (2,072) - (2,072)
Unwinding of discount factor 234 555 - 789
Utlised during the year (467) - (916) (1,383)
Transfer - - (1,774) (1,774)
At 31 December 2011 2,998 9,524 - 12,522
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Notes (continued)

18 Deferred tax

As at 31 December 2011 a deferred tax asset of £172 mullion at a rate of 25% (2010 £194 mullion at a rate
of 27%} relaung to umung differences has not been recogmsed A net deferred tax asset 1s regarded as
recoverable and therefore recogmsed only when, on the basis of all available evidence, 1t can be regarded as
more likely than not that there will be sunable taxable profits from which the future reversal of the
underlying timing differences can be deducted There 1s currently insufficient evidence that suitable income
will be generated, and therefore the deferred tax asset has not been recognised

The Company estimates that 1t has unclaimed capital allowances as at 31 December 2011 of £849 million
(2010 £795 mithon)

In his Budget 2011 on 23 March 2011, the Chancellor of the Exchequer anncunced a reduction n the UK
rate of corporation tax to 26% This reduced rate applied from 1 Apri] 2011 and was enacted using
secondary legislation, called the Provisional Collection of Taxes Act A further 1% rate reduction to 25%
was also announced and it was intended that this would be effective from 1 April 2012 However, 1n his
Budget of 21 March 2012, the Chancellor of the Exchequer announced a number of further changes to the
UK Corporation Tax rate These included a reduction in the UK corporation tax rate from 25% to 24%
effective from 1 April 2012 (and substanuvety enacted as of 26 March 2012 and dealt with by Resolution
under the Provisional Collection of Taxes Act) The UK government intends to further reduce the UK
corporate Income tax rate, 10 22%, in annuai increments of 1% per annum which wall be enacted 1n
successive Finance Bills Consequently, the company will conly recogmse the impact of the rate change
which 15 substantively enacted at that tume tn 1ts financial statements

Registered number 2776038 20




Venzon UK Limted
Report and financial statements
31 December 2011

Notes (continued)

19 Called up share capital

2011 2010
£000 £000
Authorised
255,304,200 ordinary shares of £1 each 255,304 255,304
Allotted, called up and fully paid
128,263,262 ordinary shares at £1 each 128,263 128,263
20 Reserves
Special Profit and
Reserve loss account Total
£000 £000 £000
At 1 January 2011 242,817 5,285 248,102
Profit for the financal year - 29,500 29,500
Transfers 507 (507) -
At 31 December 2011 243,324 34,278 277,602

By means of a Special Resolution dated 15 November 2004, and 1n accordance with Section 381A of the
Companies Act 1985, the Company reduced its share premium account by £1,358,737,799 o zero This
reduction was approved by an Order of the High Court of Justice, Chancery Division on 8 December 2004,
and registered at Companies House on 10 December 2004 The purpose of the reduction was to create a
special reserve that could be wsed to offset any deficits in the Company’s profit and loss account that exist
on or afier 31 December 2004, up to the amount of the reserve created

Following this Resolution, 1n order to protect the Company’s creditors, the Company commutted to transfer
from the profit and loss reserve to the special reserve (which 1s non-distributable for so long as debts of the
Company remain which existed on 31 December 2004) amounts arisimg from any of the following
transactrons

a) any distribution to the Company from any of its subsidianies, earned from profits up to 31 December
2004,

b) any realised profits from sales of fixed assets (where the fixed asset was held on 31 December 2004),

c) any release of provisions that existed at 31 December 2004 (1e where a provision has proved 1o be
surpius to requirements)

In 2011, this resulted 1n a transfer of £507,000 (2010 £1,330,000) from the profit and loss reserve to the
special reserve
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Notes (continued)

21 Reconciliation of movements in equity shareholders’ funds

Profit for the year
Opening equity shareholders’ funds

Closing equity shareholders’ funds

22 Financial commitments

a) Capital commutments are as follows

Contracted but not provided for
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2011 2010
£000 £000
29,500 26,463
376,365 349,902
405,865 376,365
2011 2010
£000 £000
2,751 17,642
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Notes (continued)

22 Financial commtments (continued)

23

b) Annual commitments under non-cancellable operating leases are as follows

2011 2010

Land and Other  Land and Other

buildings builldings
£000 £000 £000 £000

Operating leases which expire

Within one year - 7,228 27 7,129
Between one and five years 1,010 1,916 947 309
After more than five years 15,166 1,619 15,350 575
16,176 10,763 16,324 8,013

Leases of land and burldings are typically subject to rent reviews at specified intervals and provide for the
lessee to pay all insurance, mamntenance and repair costs

Other operating lease commutments relate to vehicles, office equipment and telecommunications circuits
Typically these telecommunications circuits contracts are for a mintmum period of 12 months but can be
cancelled by the Company at one to five weeks nouce following this imtial term  The commutment 1n
respect of these contracts 15 £5,795,000 (20/0 £5,998,000) Further telecommunications circuits contracts,
which cannot be cancelled and last for a duration of over 5 years, have an annual lease charge of
£1,619,000 (2010 £575,000)

c) Intra-EMEA Funding Agreement
A Letier of Agreement exists whereby each of the EMEA Compames undertakes to loan 1ts excess available
cash to any EMEA company with a cash requirement

These loans are unsecured, interest bearing inter-company loans and are due and payable within 5 days of
demand and no later than 15 years after the date the loan was made

Pension obligations

The Company contnibutes to a number of defined contribution schemes for which the pension cost charged
for the year amounted to £8,703,000 (2010 £8,127,000)

There were no outstanding or prepard contributions at either the beginning or end of the financial year
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24 Utimate parent undertaking and controlhing party

The Company 1s a wholly owned subsidiary undertaking of Verizon European Holdings Limited, a company
incorporated in the United Kingdom

The Company 1s a wholly owned ndirect subsidiary of Verizon Communications Inc, a company
incorporated in the Umted States of America, whose principal place of business 1s 140 West Sureet, New
York City, New York State, USA 10007 and 1s the ulumate parent undertaking and controlling party of the
Company

Venzon Communications [nc 1s the ultimate parent company of the largest and smallest group in which the
results of the Company are consolidated

25 Events since the balance sheet date

No matter or circumstance has arisen since 31 December 2011 that has significantly affected, or may
significantly affect the Company's operations 1n future financial years, results of those operations in future
financial years or the Company's state of affairs in future financial years
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