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Fibernet UK Limited

Directors® Report

The directors present their audited financial statements for the year ended 31 December 2009

Principal activities and business review

Durning the period under review, the principal activiies of Fibernet UK Limited were the provision of
telecommunication services to enterprise and carrier customers

Fibernet UK Limited (“Fibernet” or the “Company™) 1s a company registered i England and Wales As of close
of business on 31 December 2009, Global Crossing (UK) Telecommunications Limited (“GCUK™), a company
registered n England and Wales, became the immediate parent company of Fibernet as described below Prior to
this, 1ts immediate parent company was, Fibernet Group Limited, also registered in England and Wales GCUK
15 a leading communications solutions provider in the Umited Kingdom (“UK™), offering a suite of Internet
Protocol (“IP™) and managed telecommunications services, to a strong and established customer base including
over 100 government departments, information technology system integrators, rail sector customers and major
corporate chents, to whom they provide tailored services

On 11 October 2006, the Company’s :immediate parent company was acquired by GC Acguisinons UK Limited
("GC Acquisiions”), an mdirect wholly owned subsidiary of Global Crossing Limuted (“*GCL™), a company
orgamsed under the laws of Bermuda GCL, together with its subsidiary undertakings, are referred to as the “GC
Group”

On 28 December 2006, the UK operations of Fibernet Group Limited and its subsidianes at that time (tncluding
Fibernet UK Limited} were acquired by GCUK from GC Acquisitions

With effect from close of business on 31 December 2009, GCUK agreed 1o purchase the business, trade, assets
and habihiues of Fibernet UK Limited for a purchase price equal to the net asset value at close of business,
adjusted for the internally generated mtangible assets, transferred as a going concern The purchase price will
remam outstanding as a non-interest bearing loan with no fixed repayment date This agreement represents an
inter group reorgamsation and corporate simplification exercise

Prior to the corporate simphification and mter group reorgantsation, the Company took the opportumity to
underiake a review of 1ts accounting policies against those of GCUK and the GC Group This review resulted i
some changes to the Company’s accounting policies and changes 1n estimates to align them with the GC Group
(see notes 4 and 5 to the financial statements)

It 1s the mtention of the directors to resolve in the near future to seek voluntary strike off of the Company
Consequently the directors of the Company beheve that the liquidation will have no effect on the reported values
of the Company's assets and habihes

Results and dividends

Revenue for the year ended 31 December 2009 amounted to £70 9 millien (2008 £64 5 muillion) The profit,
before and after tax, for the same period amounted te £25 0 million (2008(r estated} profit of £2 2 million)

The directors do not recommend the payment of a dividend (2008 £mif)
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Fibernet UK Limited

Directors’ Report (continued)

Directors
The directors of the Company throughout, and since the end of the period are as follows

Name Date appointed Date resigned
J McShane

N Anderson 31 March 2010
B Keogh

A Chnstie 23 September 2009
E Higase 24 September 2009
M Gutierrez 30 November 2009

No directors exercised share options in GCL duning the year (2008 none)

Directors’ liabilities

During the year, the GC Group had an indemnity provision wn force in respect of the directors of the Company
against hiability 1n respect of any proceedings brought by third parties, subject to the conditions set out n the
Companies Act 2006 (secion 234) Such qualifying third party indemnity provision remaimns n force at the date
of approving the Directors’ Report

Creditor payment policy and practice

It 15 the Company’s policy that payments to supplers are made n accordance with those terms and conditions
agreed between the company and 1ts suppliers, proniding that all trading terms and conditions have been complied
with

Business Risks

The principal risk facing the business relates to financial instruments The Company’s financial nsk management
objectives and policies, i respect of financial instruments are discussed 1n note 18 to these financial statements

Auditors

The directors have passed a resolution i accordance with section 485 of the Companies Act 2006 to dispense
with the requirement to appoint audutors annually
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Fibernet UK Limited

Directors’ statement as to disclosure of information to auditors

The directors who were members of the Board at the me of approving the directors’ report are histed on page 4

Having made enquinies of fellow directors and of the Company’s auditors, each of these directors confirms that

¢ tothe best of each director’s knowledge and belief, there 15 no infoermation relevant to the preparation of their
report of which the Company s auditors are unaware, and

¢ each director has 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

By order of the,Board,

M Gautierrez
Durector

| September 2010

Registered office
1 London Bridge
Lendon

SE1 9BG

Registered number
2940263
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Fibernet UK Limited
Statement of Directors’ Responsibilities

The directors are responsible for prepanng the financial statements wn accordance wath applicable Unuted
Kingdom law and those International Fmancial Reporting Standards (“IFRS”) as 1ssued by the Intemational
Accounting Standards Board and IFRS as adopted by the European Union

The directors are required to prepare financial statements for each financial year which present fairly the financial
posiion of the Company and the financial performance and cash flows of the Company for that period In
prepaning those financial statements, the directors are required to

e select suitable accounting policies in accordance with International Accounting Standard 8 “Accounting
Policies, Changes in Accounting Estimates and Errors” and then apply them consistently,

s present nformation, mcluding accounting policies, 1n a manner that provides relevani, rehable,
comparable and understandable information,

¢  provide additional disclosures when compliance with the specific requirements of IFRSs 1s insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the
entty’s financial position and financial performance,

» state that the Company has complied with IFRSs, subject to any material departure disclosed and
explamned n the financial statements, and

o make judgements and estimates that are reasonable and prudent
The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Company and enable them to ensure that the financial statements comply

with the Companies Act 2006 They are also respensible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other wreguianties
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Independent Auditors Report to the Members of Fibernet UK Limited

We have audited the financial statements of Fibernet UK Limuted for the year ended 31 December 2009 which
compnse the Statement of Comprehensive Income, the Statement of Changes in Equity, the Statement of Financial
Posttion, the Statement of Cash Flows, and the related notes | to 28 The financial reporting frameworh that has
been apphed 1n thewr preparation 1s apphicable law and International Fimancial Reporting Standards (“IFRS”) as
1ssued by the International Accounting Standards Board and IFRS as adopted by the European Umion The financial
statements have been prepared on the basis described 1 note 2

This report 1s 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
matters we are required to state to them in an auditor’s report and for no other purpose To the fullest extent
permuited 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 audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As enplained more fully in the Statement of Directors’ Responstbilities set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and far view
Our responsibility 1s to audit the financial statements n accordance with applicable law and International Standards
on Audiing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board s Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the finanaial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This mcludes an assessment of whether the accounting policies are appropnate to the Company’s
circumstances and have been consistently apphed and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements

In our opinion the financial statements

s give a true and fair view of the state of the Company’s aflairs as at 31 December 2009 and of 1ts profit for
the year then ended,

¢ have been properly prepared 1n accordance with IFRS as i1ssued by the Internatienal Accounting Standards
Board and as adopted by the European Union, and

+ have been prepared 1n accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opmion the mformation given in the Directors’ Report for the financial vear for which the financial
statements are prepared 15 consistent with the financial statements

Page 7




Independent Auditors Report to the Members of Fibernet UK Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act 2006 requires us Lo 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 visited by us, or

e the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

*  we have not received all the mformation and explanations we require for our audit

E"l\,‘* é y&\mj ‘-—L(

Nick Powell (Senior Statutory Auditor)

For and on behalf of Ernst & Young LLP
Statutory auditor
Reading

= September 2010
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Fibernet UK Limited

Statement of Comprehensive Income

Year ended

31 December 31 December 2008

Note 2009 (restated *)

£000 £000

Revenue 5 70,869 64,503

Cost of sales (36,965) (42,312)
Gross profit 33,94 22,191

Distribution costs (1,653) (2,426)

Administrative expenses (14,878) (17,274)
Operatng profit 6,7 17,373 2,491
Gain ansing on mtercompany asset transfer 3 7,800 -
Finance revenue 8 k) 159

Finance charges 9 (199 (438)
Profit before tax 25,011 2,212
Taxcharge 10 - -
Profit for the year 25,011 2,212

Other comprehensive 1ncome

Other comprehensve meome for the year, net of tax - -

Comprebensive income for the year 25,011 2,212

The Company’s results relate to discontinued operations

The accompanying notes are an integral part of these financial stalements

* See note 4 for more details on the restatement of the prior pertods balances
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At 31 December 2007 as previously reported
Change m accountmg policy (note 4)
At 1 Jonuary 2008 (restated)

Profit for the period (restated)

Total Income for the period
Share-bas ed payment

At 31 December 2008 (restated)
Profit for the year

Totd income for the period

At 31 December 2009

Fibernet UK Limited

Statement of Changes in Equity

Share Cagital Accumulated

Note Capital Reserw Farnings Total
£000 £000 £000 £000

- - 5,021 5,021

] ; 2883 2883

- - 7,904 7904

- 2212 2212
. 2212 2212

i 67 - 67
. 6 10,116 10,183

25,011 25011

. . 25,011 25011
; 67 35127 35,194

The accompanying notes are an integral part of these financial statements

See note 4 for more details on the restatement of the prior periods balances
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Fibernet UK Limited

Statement of Financial Position

31 December 1 January
1009 2008 2008
Note (restated®) (restated®)
£000 £000 £000
Non current asnets
Intangible assets net 12 - n 552
Property phnt and equipment net 13 - 45,766 631,091
Trade and other recevables 141819 - 1,466 2,759
- 47,610 54,402
Current assets
Trade and other receivables 141819 35194 27515 27528
Cash and cash ¢quivaknts - 9798 9
35,194 37,313 27 537
Total nssety 35,194 84,913 91,939
Current lishilittes
Trade and other payables 161819 - (46 032) (46,745)
Deferred revenue - (14 368) (14 725)
Provisions 17 - - (626}
Obbgations under finance leases 15 - (1,447 {3 680)
- (61,847) (65 7T76)
Non current liabillties
Deferred revenue - (12357 (16,363)
Provisions 17 - (18) (1))
Obligations under finance leascs 15 - {518) 379
- (12,893) (18,259)
Total liatilities - (74,740) (84,035)
Net ansets 35,194 10,183 7904
Capital and reserves
Equey share capital (2 shares outstandmg at £1 cach) 20 B - .
Capualreserve &7 67 -
Accumulated profit 35127 10,116 7,904
Total equity 35,194 10,183 7904

These financial statements were approved by the Board of Directors on | September 2010 and are signed on 1ts behalf
by

M Gutierrez
Director
The accompanying notes are an mntegral part of these financial stalements

* See note 4 for more details on the restatemnent of the prior periods balances

Registered number 2940263
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Fibernet UK Limited

Statement of Cash Flows
Year ended
31 December 2009 31 Decemler 2008
(restated)
£000 £000
Operating activities,
Profit for the penod 25,011 2212
Adjustments for
Fmance costs, net 162 279
Depreciation of property, plant and equipment 12,709 16,058
Amortisation of mtangible assets 121 193
Amortisation of prepaid connection costs 2,654 3,674
Share based payment expense - 67
Loss on disposal of property, plant and equipment 2 -
Intercompany asset transfer 27,394 -
Gam on disposal of Company's trade, assets and Labilities 7,800 -
Change m provisions 1 (1,125)
Change in operating working capital (61,120) (5,101)
Change n other assets and labilities (15,545) 4,745
Cash generated from operations (1,211) 2i,002
Interest paid 74 (1i%)
Net cash (used tn) provided by operating activities (1,285) 20,883
Investing activities.
Interest receved 46 431
Cash transferred on mtercompany teans fer (10,000) -
Purchase of propeny, plant and equipment and mtangible assets (2,189) (987)
Net cash used in investing activities (12,143) (556)
Financing activities*
Loans provided to group companies - (8.000)
Loans provided by group companies 5,000 -
Repayment of capttal elements under finance leases (1,37%) (2,538)
Net cash provided by/(used m) financing activitres 3,630 (10,538)
Net (decrease)increase in cash and cash equivalents {(9,798) 9,789
Cash and cash equivalents at the beginning of period 9,798 9
Cash and cash equivalenty at the end of period - 9,798

The accompanying notes are an integral part of these financial statements

See note 4 for more details on the restatement of the prior penod balances
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Fibernet UK Limited

Notes to the Financial Statements
L Description of business

Fibernet UK Limited (“Fibernet” or the “Company™) 1s a company regisiered in England and Wales As of close of
business on 31 December 2009, Global Crossing (UK) Telecommumnications Lunited (“GCUK™), a company
registered 1n England and Wales, became the immediate parent company of Fibernet as described below Prior to this,
its immediate parent company was, Fibernet Group Limited, also regisiered in England and Wales GCUK 15 a
leading communications solutions provider in the United Kingdom (“UK™), offering a suite of Intemet Protocol
(“IP™) and managed telecommunications services, to a strong and established customer base including over 100
government deparlments, information lechnology system integrators, rail sector customers and major corporate
chents, to whotn they provide tailored services

On 11 October 2006, the Company’s immechate parent company was acquired by GC Acquisitions UK Limited (“GC
Acquisitions™), an indirect wholly owned subsidiary of Global Crossing Limited (“GCL™), a company orgamsed
under the laws of Bermuda GCL, together with 1ts subsidiary undertakings, are referred to as the “GC Group”

On 28 December 2006, the UK operations of Fibernet Group Limited and its subsidiaries at that time (ncluding
Fibernet UK Limited) were acquired by GCUK from GC Acquisitions

With effect from close of business on 31 December 2009, GCUK agreed to purchase the business, trade, assets and
habihities of Fibernet UK Limited for a purchase price equal to the net asset value at close of business, adjusted for
the nternally generated intangible assets and transferred as a gomng concern The purchase pnice will remam
outstanding as a non-interest bearing loan with no fixed repayment date This agreement represents an nter group
reorganisation and corporate simphfication enercise

2. Accounting policies
Basis of preparation and going concern

The financial statements of Fibernet UK Limited for the year ended 31 December 2009 were authorised for issue by
the Board of Directors on 1 September 2010 and the statement of financial position was signed on the Board’s behalfl
by M Gutierrez

The financial statements are prepared in conformity with International Financial Reporting Standards (*IFRS™) as
1ssued by the International Accounting Standards Board (“TASB™) and IFRS as adopted by the European Union
("EU™} IFRS as adopted by the EU differ in certain respects from IFRS as issued by the IASB, however, the
differences have no impact on the Company’s financial statements for the years presented References to “IFRS”
hereafier should be construed as reference to IFRSs as adopted by the EU

As a result of the Company selling its business, trade, assets and habilities 1o GCUK as a gomng concern, these
financial statements have been prepared in accordance with IFRS and on the historical cost basis, except for financial
mstruments which are recorded at fair value, as it 1s the intention of the directors to resolve in the near future to seek
voluntary sinike off of the Company following a number of activities to ensure strike off can be applied, mcluding the
assignment of operating leases 1o GCUK The liquation will have o effect on the reported values of the Company's
assets and habilities
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continned)
Recently adopted accounting guidance

The following IFRS’s and International Accounting Standards (“IAS”) that are relevant to the Company have been
adopted during the period

iA> | (Reviser) Presentation of fimancial statements
Issued in September 2007, this revision to IAS | introduces the following miner changes to the onginal standard
¢ Non-mandatory changes to the titles of some primary financial statements,

» Introduction of a requirement to mclude a statement of financial position at the beginning of the earhest
accounting period whenever an entity retrospectively applies an accounting policy, makes a retrospective
restatement of 1tems in 1ts financial statements, or when 1t reclassifies items 1n its financial statements, and

*  Requires all items of ncome and expense (mcluding those accounted for directly 1n equity) to be presented
n etther (1) a single statement (a “statement of comprehensive income/(loss)”), or {11} 1 two statements (a
separate “mcome statement” and “statement of comprehensive income/(loss)™) The Company has chosen
to follow option (1)

IFRS 8 Operating scgments

Issued in November 2006, this standard supersedes TAS 14 “Segment reporting”, and requires operaling segments 10
be consistent with that used by management for internally evaluating performance and allocating resources As the
Company operates as one reportable business segment, the adoption of this standard has not affected the results of the
Company or 11s operations and has resulted in no additional disclosure

IFRS 7 {(Amendment) Improving Disclosures about Financial Instruments (Amendments to IFRS 7)

Issucd mx March 2009, this amendment to TFRS 7 1equires enhanced disclosures about fan value mcasurements and
Lquadity 115k In particular the new disclosures

e  Claofy that the vasting IFRS 7 taun value disclosuies mast be made separately for cach class ot financial
instrument,
Adhd a disclosuc of any change in the methad tor determuming tare value and the reasons tor the change,
Lstablish a three-level hierarchy for making fuir value disciosures
Add disclosure, tor cach fan value mcaswement, in the Staternents of Financial Position of which lieracchy
level was used and anvy transfers between levels, with additiona] disclosures whenever fevel 3 15 used

. Claufy that the cuncat matunty analvsis for non-denvative tfinanoial mstruments should include 13sued
financial guarantee contracts, and

. Add a disclosure of reatunty analvsis of denvative financial habilities

Adoputon of this amendment to [FRS 7 has not resuited m addiional disclosure 1n these consohdated financial
statement~ for the vear ended 31 Decernber 2009

Improvements to [FRS 2008

Issued 1n May 2008 as the first standard to be 1ssued under the TASB’s annual improvements process, this standard
contains amendments to thirty five Intemational Accounting Standards Adoption of this standard has not matenally
affected the results of the Company or its operations and has resulted i no additional disclosure

IFRIC 18 Transfer of Assets from Customers

[ssued 1n January 2009, this interpretation clanfies the treatment of IFRS, particularly IAS 18 “Revenue” for
agreements in which an entty receives an 1tem of property, plant and equipment from a customer to connect to an
ongoing supply of goods and services Adoption of this amendment has not affected the results of the Company or 1ts
operations and has resulted in no additional disclosure
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continued)

A summary of the principal accounting policies 15 set out below, all of which have been applied consistently
throughout the periods presented

Reclassifications

Certain amounts 1n the prior year financial statements and accompanying notes have been reclassified to conform to
current year presentation

Use of estimates

The preparation of the financial statements in conformity with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and habihites and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported revenue and expenses during the peniod  Such estimates
wnckude the valiation of aecounts receivable, mtangble assets and property, plant and equipmeni cosl of access the
resttuctuning provision, legal contingencies and guaraniec obligations  The esumates ae based on hisioncal factors,
corent encumstances ond the expenence and judgmeni of the Company s management The Company evalvates us
assumptions and estmates on an ongong basis and may employ outside experts to assist 10 the evaluabion  As future
events and their effects canpot be determined with preciaton, actual 1esults could differ from those estimates  Chanyes
n these estupates scsulting tramm continuing changes it the econonne environment will be iefiected 1n the financial
statements n future penods

Revenue recognition

Revenue 1s measured at the fair value of the consideration recerved or receivable and represents amounts receivable
for goods and services provided 1n respect of network and other services, long term IRU agreements and nstallation
services, net of discounts, VAT and other sales-related taxes

Nerwork and other services

Network service revenues are generated from the sale of transmission of voice and data traffic and short term network
capacity and are recognised in the period the services are utilised by the customer Other service revenues are
generated from design and deployment of Customer Premise Equipment, maintenance and network management for
enterprise customers Revenue from the provision of other services which are contracted to be performed
continuously over the contract term 1s recognised evenly over the pertod of each contract For services invoiced
advance, amounts are deferred until the provision of the service

Long term IRU agreements

Revenue from the lease of network capacity and dark fibre to third parties pursuant to long term IRU agreements 1s
recognised on a straight line basts over the hife of the contract Non-refundable payments received from customers
before relevanl cnteria are satisfied for revenue recogmtion are included in deferred revenue in the accompanying
statement of financial position

Installanon services

The Company amortiscs revenue related to installation services on @ straight line basis over the average contracted
customer relationship  In situations where the contracted period 1s sigmficantly longer than the average, the actual
contract term 1s used
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Fibernet UK Limited

Notes to Financial Statements (continued)

2, Accounting policies (continued)

Gross versus net revenue recoghition

In determining 1its presentation of revenue and cost of sales, the Company assesses whether it acts as a principal in the
transaction or as an agent acting on behalf of others Where the Company 1s the principal 1n the transaction and has
the nisks and rewards of ownership, the transactions are recorded as gross m the statement of comprehensive ncome

If the Company does not act as principal in the transaction, the transactions are recorded on a net basis m the
statement of comprehensive income

Arrangements with multiple elements

Under IFRS, 1n the absence of a standard or interpretation that specsfically applies to a transaction, guidance 1ssued by
other standard setting bodies or an [FRS standard or interpretation that relates to a similar 1ssue may be referred to
Therefore, 1n the absence of specific [FRS guidance with respect to arrangements with multiple elements, the
Company follows the guidance of Accounting Standards Codification- Topic 605 “Revenue Recognttion”, 1ssued by
the Financial Accounting Standards Beard in the United States of America, 1 1ts presentation of revenue and costs of
revenue Pursuant to this guidance, revenues from contracts with muluiple-element arrangements are recognised as the
revenue for each unit of accounting and 15 eammed based on the relative fair value of each umt of accounting as
determined by internal or third-party analyses of market based prices A delivered element 1s considered a separate
unt of accounting 1f 1t has value to the customer on a standalone basis, there 1s objective and reliable evidence of the
fair value of undelivered elements in the arrangement, and delivery or perfoermance of undelivered elements is
considered probable and substantially under our control Revenue 1s generally recognised when services are
performed provided that all other revenue recognition eriiena are met

Finance Revenue

Interest income 15 accrued using the effective interest rate method The method applies this rate to the principal

outstanding to determine interest income each period, except for short term receivables when the recognmition of
mnterest would be immaterial

Cost of access

Cost of access primarily comprises usage-based voice charges paid to other camers to ongmate and/or terminate
switched voice traffic and charges for leased hines for dedicated faciliies Access costs are expensed as the services
are received from the Company’s access providers and are determined based on volume of access received as
measured by the Company’s network, and the access rates determined by the applicable contract or regulatory
authority At the close of each reporting period, the Company records a provision for its best estimate of access costs

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
incidental to ownership to the lessee  All other leases are classified as operating leases

The Campany as lessee

Assets held under finance leases are recogmised as assets of the Company at their fair value at the inception of the
lease or, 1if lower, at the present value of the mimmum lease payments The corresponding liability of the Company 1s
included in the statement of financial position as a finance lease obligation Lease payments are apportioned between
finance charges and reduction of the lease cbligation so as to achieve a constant rate of interest on the remaming
balance of the habihty Finance charges are charged directly to the statement of comprehensive income 1n accordance
with the Company’s general policy on borrowing costs (see below)

Rental expenses payable under operating leases are recognised on a straight-line basis over the term of the relevant
lease  Benefils recerved and receivable as an incentive to enter mnto an operating lease are also included n the
statement of comprehensive income on a straight line basis over the term of the lease
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continued)
Installation costs

The Company capitahses installation costs incurred for new faciliies and connection from its network to networks of
other carmers 1 order 10 provision cusiomer orders Such 1mtial connection costs are treated as deferred costs within
trade and other receivables, and are amortised as an expense within cost of sales on a straight-line basis over the
average expected customer relationship {typically 24 months)

Foreign currencies

These financial statements are presented in the currency of the primary economic environment m which the Company
operates (thewr functional currency) which 1s pounds sterling

Transactions mn cwrrencies other than the functional currency (foreign currencies) are recorded at the rates of
exchange prevailing at the dates of the transactions At the end of each reporting period, monetary items denominated
m foreign currencies are retranslated at the rates prevailing at the end of the reporting perod

Intangible assets

Computer software 15 stated at cost, bemg purchase pnce together with any directly attributable costs incurred 1n
preparing the seftware for 1ts mtended use, net of amortisation and provisions for impairment

Costs directly associated with the production of mnternally developed software for intemal use, where 1t 1s probable
that they will generate future economic benefits exceeding costs, are recognised m intangible assets and amortised
over therr estimated useful lives from the date the software 1s ready for use Subsequent additions, modifications or
upgrades lo itemally generated software are capitalized only to the extent that they allow the software to perform a
task 1t did not previously perform

Amortisation 1s provided on all intangible assets, so as to wnte off the cost, less estimated residual value, over therr
estimated lives using the straight hne method as follows

Computer software 3 to 5 years

Property, plant and equipment

Property, plant and equipment, which include assets held under finance lease, are stated at deemed cost at the date of
transition to JFRS, net of depreciation and provision for impawrment Assets acquired subsequent to the date of
transiion are recorded at historical cost, net of depreciation and provision for impairment Expenditure on
enhancements 1s capitalised whilst expenditure for repairs and maintenance 1s expensed as incurred

Costs recorded prior to a network segments completion are reflected as construction in progress, which are
reclassified to network assets at the date that each segment of the applicable system becomes operatonal
Construction in process includes direct expenditures for the construction of network systems and 1s stated at cost
Capitahised costs include costs incurred under the construction contract adwvisory, consulting and legal fees, direct
internat costs (including labour) and operating costs incurred during the construction phase

Once 1t 15 probable that a network system will be constructed, costs directly 1dentifiable with the cable system under
development are capitalised Costs relating to the evaluation of new projects incurred pnor to the date the
development of the network sysiem becomes probable are expensed as incurred

The carrying amount of an 1tem of property, plant and equipment 1s derecognised on disposal or when no future
economi¢ benefits are expected from 1ts use or disposal




Fibernet UK Limited

Notes to Financial Statements (continued)

2, Accounting policies (continued)

Where the carrying value of an 1tem of property, plant and equipment includes the cost of replacement for part of the
itemn, then the carrying value of the replaced part 1s derecognised regardless of whether the replacement part had been
depreciated separately Where 1l 1s not practicable to determme the carrying amount of the replaced part, the
Company may use the cost of the replacement as an mdication of what the cost of the replaced part was at the tume 1t
was acquired or constructed

Depreciation 1s provided on all plant, property and equipment except construction 1n progress, so as to write off the
cost less estimated residual value of each asset, over their estimated useful lives, using the straight-line method, on
the following basis

Leasehold improvements Lesser of the lease term or 20 years
Fixtures, fittings, tools and equipment 3 to 7 years

Network assets 3 to 25 years

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or,
where shorter, over the term of the relevant lease  The gam or loss arising on the disposal or retirement of an asset 1s
determined as the difference between the sales proceeds and the carrying amount of the asset and 1s recognised in
admnistrative expenses 1n the statement of comprehensive mcome

Impairment of intangible and tangible assets

At the end of the reporting period, the Company reviews the carrying amounts of its ntangible and tangible assets,
and any assets that have yet to be brought into use, to determune whether there 1s any indication that those assets have
suffered impairment  If any such mdication exists, the recoverable amount of the asset 15 estimaled n order to
determine the extent of the impairment loss (if any) Where 1t 1s not possible to estimate the recoverable amount of an

individual asset, the Company estimates the recoverable amount of the cash-generating unit to which the asset
belongs

Recoverable amount 1s the higher of farr value less costs to sell and value in use In assessing value in use, the
estimated future cash flows to be generated by the asset are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the ume value of money and the nisks specific to the asset for which
the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 18 estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) 1s reduced to 1ts recoverable amount An impairment loss 1s
recogmsed immediately in the statement of comprehensive income

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating umt) 1s
mmcreased to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been recogmised for
the asset (or cash-generating unit) in prior years A reversal of an impairment loss 1s recognised immediately 1n the
statement of comprehensive income

Based on our assessment of recoverability, we have no such impairments duning the period under review

Financial instruments

Financial assets and financial l:abilities are recognised on the statement of financial position when the Company
becomes a party to the contractual provisions of the instrument

Trade recetvables

Trade recervables do not carry any interest and are recognised and carried at the lower of therr onigial invoiced value
and recoverable amount
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continued)

Provisions for doubtful debts are charged 1o admmistrative expenses whilst provistons for sales credits are charged
aganst revenue, both contained within the statement of comprehensive income  The adequacy of provisions is
evaluated periodically by the Company utilising several factors including the length of time the recervables are past
due, changes n the customer’s creditworthiness, the customer’s payment history, the length of the customer s
relationship with the Company, the current economic climate, current mdustry trends and other relevant factors
Service level requirements are assessed to determine sales credit requirements where necessary

Changes i these estimates are charged or credited to the statement of comprehensive income 1n the pentod of the
change If circumstances occur, such as changes in the financial viability of significant customers, and economic
downturn, or changes 1n the Company’s ability to meet service level requirements, the estimate of the recoverability
of the Company’s recervables could be reduced by a material amount

Cash and cash equivalents

Cash and cash equivalents include cash held by the Company and short-term bank deposits with an original matunty
of three months or less The carrying amount of these assets approximates thewr far value

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash and cash equvalents as
defined above, net of cutstanding bank overdrafts

Fancial habihiies

Financial habilities are mitially recognised at fair value and in the case of loans and borrowings, direcily attnbutable
transaction costs Financial habilities include amounts owed to group compames, loans and borrowings and derivative
financial instruments

Financial habilities 1ssued by the Company are classified according lo the substance of the contractual arrangements
entered nto and the definitions of a financial habihty

Trade payables

Trade payables are not interest-beaning and are stated at their nominal value

Taxation

The tax expense represents the sum of the tax currently payable and deferred tax  The tax currently payable 1s based
on the taxable result for the period Tawsable result differs from profit as reported in the statement of comprehensive
income because 1t excludes 1tems of income or expense that are taxable or deductible in other years and 1t further

excludes 1tems that are never tasable or deductible The Company’s liability for current tax 1s calculated using tax
rates that have been enacted or substantively enacted by the end of the reporting period

Deferred tax 1s the tax expected 1o be paid or recovered on differences between the carrying amounts of assets and
liabihities n the financial statements and the corresponding tax bases used mn the computation of taxable profit, and 1s
accounted for using the balance sheet hability method Deferred tax iabihiies are generally recogmsed for all taxable
temporary differences and deferred tax assets are recognised to the extent that 1t 1s probable that taxable profits will be
available agamnst which deductible temporary differences can be utihised Such assets and habiliies are not
recognised if the temporary difference anses from the imitial recognition (other than in a business combination) of
other assets and habilites i a transaction that affects neither the taxable profit nor the accounting profit

Deferred tax 1s measured at the rates that are expected lo apply n the perieds in which timing differences are
expected to reverse based on tax rates and laws that have been enacled or substantively enacted by the end of the
reporting period Deferred tax assets and hiabilities are not discounted

The carrying amount of deferred tax assets 1s reviewed at each reporting period date and reduced 1o the extent that 1t
15 no lenger probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continued)

Deferred tax 1s charged or credited in the statement of comprehensive income, except when 1t relates to 1tems charged
or credited directly to equuty, 1n which case the deferred tax is also dealt with in equity

Deferred tax assets and lhiabilities are offset when there 15 a legally enforceable right to set off current assets against
current tax habilities and when they relate to taxes levied by the same taxation authonity and the Company intends to
setlle 1its current tax assets and liabilities on a net basis

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, and 1t 1s probable that there will be an outflow of economic benefits Provisions are measured at the directors’
best estimate of the expenditure required o settle the obligation at the end of the reporting pertod, and are discounted
to present value where the effect 1s material

Restructuring costs

Provisions for restructuring costs are recogmised once the criteria for recognising a provision, as descnbed above, are
met For severance costs, this 1s when the Company has demonstrated a constructive obligation to implement a
termunation and has a detailed formal plan for the terminations that 1t has started to implement or has announced the
main features to those affected by 1t in a sufficiently specific manner to raise a valid expectation in them that they will
carry out the restructuring For property costs, a constructive obligation 1s demonstrated when the Company vacates

the property Such amounts are recognised 1n the statement of comprehensive income utihsing an appropnale risk
free discount rate

Changes in assumpuons, especially as they relate 1o anucipated third-party sub-iease payments, could have a material
effect of the restructuring provision

Dilapidations provision

At the mmception of each lease, the Company records a provision of the estimated costs required to return leased
properiies to their original state in accordance with the respective third party lease agreements The provision 1s based
on the esimated present value of the obligation utilising an appropriate sk free discount rate

Borrowing costs

Borrowing costs, with the excepuon of deferred finance fees, are expensed as incurred Deferred finance fees are
expensed over the life of the related debt obligation using the effective interest rate method

Share-based payments

The Company follows [FRS 2 “Share-based Payment” to account for share based payments The Company 1ssues
equity-settled share-based payments in GCL stoch to certamn employees Equity-settled share-based payments are
measured at fair value at the date of grant The fair value determined at the grant date of the equity-settled share-based
payments 1s expensed on an accelerated basis over the vesting period, based on the group’s estumate of shares that
will eventually vest and adjusted for the effect of non market-based vesting conditions

The fair value of awards are measured by use of the Black-Scholes option pricing model for stock option awards and

the current market price for restricted stock umit and performance based awards There were no stock options granted
in 2008 and 2009

The movement in cumulative expense since the previous reporting period 1s recognised in admimmstrative expenses
within the consolidated statements of comprehensive income, with a corresponding entry in equity
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Fibernet UK Limited

Notes to Financial Statements (continued)

2. Accounting policies (continued)
Recently issued accounting pronouncements and interpretations not applied

Dunng the year and subsequent to the year end, the JASB have 1ssued the following standerds and interpretations,
applicable to the Company with an effective date after the date of these financial statements

IAS interpretations Effective date

Improvements to International Financial Reporting Standards 2009 1 January 2010 unless
otherwise specified

Issued 1n Apnl 2009 as part of 1ts Annual Improvement Process, this standard contams amendments to twelve
Intemational Financial Reporting Standards  Adoption of this standard 15 not expected to matenally affect the results
of the Company or its operations This standard has still to be endorsed by the EU

IFRS 2 (Amendment) Share-Based Payment 1 January 2010

Issued in June 2009, this amendment to IFRS 2 clanfies the accounting for group cash-settled share-based payment
transactions The amendments clarify how an individual subsidiary in a group should account for some share-based
payment arrangements m 1ts own financial statements where the subsidiary receives goods or services from
employees or suppliers but its parent or another entity in the group must pay those suppliers The amendments make
clear that

e An entty that recerves goods or sciviees i a shaie-based pavmient arangament must account fo, those goods
or services no rnatter whish entity w the group settles the ransactiun, and no matter whether the transaction 15
scitled in shares or cash, and

e InIFRS 22 ‘group” has the samne meanmg as m IAD 27 “Consohidated and Separate Finanaial Stalemnents | that
15, 1t 11ciudes only a parent and 1ts subsidiaries

[he amendments al=o mecorpom ate guidance previously mcluded 1 [FRIC §  Scope of [FRS 27 (“1FRIC 87} and TFRIC
11 *{FRS 2—(noup and Ticasury Share Fransactions (“IFRIC 117} A= acsult, the IASB has withdiawn [FRIC & and
[FRIC 11 Adoption of this 1evised standard 15 not expected to matenally atfect the 1esults ot the Company o its
operations

IFRS 9 Financial Instruments Classification and Measurement 1 January 2013

Issued 1n November 2009, the IASB i1ssued IFRS ¢ as its first step in a project to replace 1AS 39 “Financial
Instruments Classification and Measurement”™ (“IAS 39”) IFRS 9 introduces new requirements for classifying and
measuning financial assets The IASB intend to expand IFRS 9 during 2010 to add new requirements for classifying
and measuring financial habilities, derecognition of financial instruments, impairment and hedge accounting IFRS 9
will then be a complete replacement for IAS 39 Adoptions of this standard 15 not expected o niatenally aftect the
results of the Company o1 11s operations This standard has still to be endorsed by the EU
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Fibernet UK Limited

Notes to Financial Statements (continued)

3. Inter Group Acquisition Agreement

With effect from close of business on 31 December 2009, GCUK agreed to purchase the business, trade, assets and
liabihiies of Fibernet UK Limuted for a purchase price equal to the net asset value at close of business, adjusted for
the internally generated intangible assets The purchase price will remam outstanding as a non-interest bearing loan
with no fixed repayment date This agreement represents an inter group reorgamisation and corporate simplification

€xercise

Fhe purchase price of the identifiable assets and hamhties of the Company which were transferred to GCUK are as

follows

Note £000
Non current assets
Intangible assets, net 12 378
Property, plant and equipment, net 13 42,123
Trade and other receivables 905
43 406
Current assets
Trade and other receivables 28,509
Cash and cash equivalents 10,000
38,509
Total assets 81,915
Current liabilities
Trade and other pavables (40,873)
Deferred revenue (9,871)
Oblgations under finance leases (594)
(51,338)
Non current liabilities
Deferred revenue (3.163)
Provisions 17 (19
Obligations under finance leases (1)
(3,183)
Total liabilities (54,521)
Net asset value transferred 27,394
Gam on disposal of trade, assets and labilties 7.300
Purchase consideration 35,194
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Fibernet UK Limited

Notes to Financial Statements (continued)

4. Change in Accounting Policy

Prior to the corporate simphfication and mter group reorganisation (see note 3), the Company took the opportunity to
undertake a review of 1ts accounting policies agammst those of GCUK and the GC Group

This resulied 1n the following changes to the Company’s accounting policies

Finance lease to operating lease

Prior to the acquisition of the Company by GCUK 1n 2006, the two companies entered into an agreement whereby
GCUK provided Fibernet with the use of certain fibre GCUK accounts for this agreement as an operating lease,

whereas Fibernet accounted for the same agreement as a finance lease Fibernet has aligned 1ts policy to that of
GCUK

Sales Comnussion

Prior to the acqusition by GCUK, Company policy was to capitalise sales commission costs and amortise to the
statement of comprehensive income over the ife of asseciated customer contract GC Group poliey 1s to immediately
expense sales commussion to the slatement of comprehensive income as incurred Following its acqusttion, Fibernet
adopted the GC Group policy however the change was made prospectively Following the review of accounting

pelicies, Fibernet has fully aligned 1its accounting pohicy with that of the GC Group and apphed this revised policy
retrospectively

In accordance with 1AS 8 “Accounting Pohicies, Changes 1n Accounting Esumates and Errors”, these changes 1n
accounting policies will be apphed retrospectively and accounted for as though they have always been applied This
has resulted 1n a restatement of the statements of financial positicn as at 1 January 2008 and 31 December 2008,
together with the statement of comprehensive income for the year ended 31 December 2008

An analysis for the current period and each prior period presented by financial statement line in respect of the
adjustment 1s shown below

Year ended 31 December

2009 2008

£000 £000
Revenue - -
Cost of sales (1,743) (1,321}
Gross profit (1,743) (1,321}
Dsstribulion expenses 387 890
Operating profit T (1,356) T @D
Fmance charges 1,779 2,012
Profit before tax 423 1,581
Taxcharge - -
Profit for the period 423 1,581




Fibernet UK Limited

Notes to Financial Statements (continued)

4, Change in Accounting Policy (continued)
Ax at 31 December As at 1 January
2009 2008 2008
£000 £000 £000
Non current assets
Property, plant and equipment, net 2419 2419 (18,301)
Trade and other receivables - 891 (165}
2415 3310 (18,466)
Current assets
Trade and other recervables 304 504 (31)
304 504 31
Total assets 2,723 3,814 (18,497}
Current liahilities
Obligations under finance leases (2,300) 1,392 1,063
{2,300) 1,392 1,063
Non current liabilities
Obligations under finance leases - (3,625) 20,317
- (3,625) 20,317
Total liabilities 2,300) 2,233) 21,380
Net assets 423 1,581 2,883
Capital and reserves
Accumulated profit 423 1,581 2,883
Total equity 423 1,581 2,883
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Fibernet UK Limited
Notes to Financial Statements (continued)
S. Revenue

Substantially all revenue arises from sales to customers in the UK

An analysis by type of the Company’s revenue for the penods under review 1s as follows

Year ended

31 December 2009 31 December 2008

£000 £000

Provision of telecommunication services 65,686 64,028
Long term [RU agreements 5,183 475
Revenue fromcustomers 70,869 64,503
Finance revenue (sec note 8) 37 159
Total revenue 70,906 64,662

Although we operale and report as one business, we internatly manage our revenues through two sales channels based
on our target markets and sales structure {1} enterprise, carrier data and, to a lesser extent, indirect, sales channel, and
(11} carmier voice The Company services these customers with assets and personnel located predominantly n the UK

The following represents a summary of revenue by type of customer

Year ended
31 December 2009 31 December 2008
£000 £000
Enterprise 23,931 20,767
Camer data 46,938 43,736
Revenue from customers 70,869 64,503

In 2009 revenue benefited from a £6 6 million release of deferred revenue This resulted from a review of deferred
revenue balances on a contract by contract basis prior 10 an inter group acgwisition agreement and relates to those
contracts where the Company has no future oblhigation to provide services
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Fibernet UK Limited

Notes to Financial Statements (continued)

6. Operating profit

Operating profit has been arrived at after charging

Year ended
31 December 2009 31 December 2008
(restated®)
£000 £000
Depreciation and amortisation

- Depreciation of praperty, plant and equpment {(owned} 11,487 14,838
- Deprecuaton of propeny, plant and equipment (leased) 1,222 1,220
- Amortisation of mtangible assets (owned) 121 193
- Amortsation of connection costs 2,654 3674
15,434 19,925

Payments under operating lease
- Hre of phnt and machmery 103 252
- Other operatmg leases 1,445 2,195
Loss on dsposal of propenty, plant and equipment 2 -
Audtors remuneration for audd services (see below) 9 21
Loss on foreign exchange 15 12

* See note 4 for more details on the restatement of the prior period balances

Amounts payable to Emnst & Young LLP by the Company 1n respect of non-audit services were £ml (2008 £fnul)
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Fibernet UK Limited

Notes to Financial Statements (continued)

7. Employee information and remuneration of key management

Emplovee informarion

Year ended

31 December 2009 31 December 2008
(restated*)
£000 £000
Wages and salaries 4113 5,042
Social secunty costs 465 541
Cther pension costs 205 220
4,783 5,803

* See note 4 for more details on the restatement of the prior period balances

The Company’s employees participated in the defined contnibution section of the Global Crossing Pension scheme
(the “Global Scheme”) The assets of this scheme are held separately from the Company in independently
adrmimstered trusts

Included 1n wages and salaries 1s an expense mn respect of share-based payments of £n1l (2008 expense of £67,000),
which arises from transactions accounted for as equity-settled share-based payment transactions

The average monthly number of employees during the perrod was made up as follows

Year ended
31 December 2009 * 31 December 2008
number number
Admustration 7 13
Sales and support 39 77
4% o0

* Effective 31 December 2009 the remaining Fibernet UK employees transferred over to GCUK and the number of
employees’ at the year-end was nil

Remuneration of key management
The remuneration of the directors, who are the key management and personnel of the Company, 1s £ml (2008 £mil)

For the year ended 31 December 2009 the directors recerved remuneration, m respect of services to companies in the
GC Group, totalling £1 5 mullion, (2008 £1 6 million) but 1t 1s not practicable to allocate this between GC Group
companies

Retirement benefits are accruing to four directors (3] December 2008 three) under money purchase pension
schemes

No directors exercised share options in GCL during the year (2008 none}
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Fibernet UK Limited

Notes to Financial Statements (continued)

8, Finance revenue
Year ended
31 December 2009 31 Decermber 2008
£000 £000
Interest on bank deposits ) 37 159
Total finance revenue 37 159
* calculated using effective interest rate method
9. Finance charges
Year ended
31 December 2009 31 December 2008
(restated)
£000 £000
Ampriisation of deferred finance charges * 56 60
Interest on obhgations under {inance lease 135 336
Other interest payable 2 42
Total finance charges 199 438
* calculated using effective interest rate method
10. Taxation
The major components of the income tax expense for year ended 31 December 2008 and 2009 are
Year ended
31 December 2009 31 December 2008
£000 £000

Current income tax
Current mcome taxcharge -

Income taxcharge reported in the statement of comprehensive mcome

No deferred tax movements have been recognised 1n equity 1n the current or pnor period
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Fibernet UK Limited

Notes to Financial Statements (continued)

10. Taxation (continued)

A reconciliation between the tax expense and accounting profit multiplied by the applicable tax rate for the years
ended 31 December 2008 and 2009 1s as follows

Year ended
31 December 2009 31 December 2008
(restated*)
£000 £000
Acconntmg profit before tax 25,011 2212
Taxat the UK corporation taxrate of 28% (2008 28 5%) 7,003 630
Factors affecting the tax charge for the year
- Expenses not deductible fortaxpurposes 9 39
- Non taxable mcome (2,184)
- Statutory deduction for shares costs (80) -
- Movement m short-lemtenn g differences 1,140 (323
- Utibsation of loss brought forward - (3,010
- Accelerated capaal allowances (1,285) 3,381
- Adpstment for UK to UK transfer pricmg (389) 872)
- Croup rekef clamed for nil payment (4,214) 45)
Income Laxcharge reperted m the statement of comprehensve mcome - -
* See note 4 for more details on the restatement of the prior period balances
The following 1s the analysis of the deferred tax asset for financial reporting purposes
31 December
2009 2008 (restated®)
£000 £000
Accelerated capital allowances - 9,926
Other temporary differences - 159
Total deferred taxasset - 10,085
Less deferred taxasset not recognised - {(10,085)

Net deferred taxasset - -

* See note 4 for more details on the restatement of the prior perod balances

At the end of the reporting peried, the Company has no unused tax losses (3/ December 2008 £ml) available for
offset against future profits

In the current peried no deferred tax asset has been recogmsed (2008 £ml) n respect of tax losses and other
temporary differences due to the Company considering that 1t 1s not more likely than not that sufficient profits will be
available in the foreseeable future against which to offset the deferred tax asset The Company may carry forward its
tax losses indefimitely

With effect from | Apnl 2008, the UK Government fully enacted a reduction 1n the UK corperation tax rate from
30% to 28%
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Fibernet UK Limited

Notes to Financial Statements {continued)

11. Dividends

The directors do not recommend the payment of a dividend (37 December 2008 £nil)

12. Intangible Assets

Computer
software
£000

Cost
At 1 January 2008 816
Reclassifications (104)
Addions 123
At 31 December 2008 835
Additions 121

Intercompany transferofassets (see note 3) (956)
At 31 December 2009 -

Amortisation

At 1 January 2008 (264)
Charge for year (193)
At 31 December 2008 457
Charge for the pertod (121
Intercompany transfer of assets (see note 3) 578

At 31 December 2009 -

Carrying amount
At 1 January 2008 352
At 31 December 2008 378

At 31 December 2009 -

The Company’s mtangible assets were transferred to GCUK under an inter group acquisition agreement at close of
business on 31 December 2009 (see note 3)
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Notes to Financial Statements (continued)

13. Property, plant and equipment

Leasehold Rxtares, fittings,
improvements tools and equipment Network assets Total
£000 £000 £000 £000

Cost
At1Jasnuary 2008 (restated*) M 7339 165 275 172,938
Reclassificatwns - - 104 104
Addtwons - 4 607 61t
Change m dibpidations provsion - 13 13
Al 31 December 2008 (restated*) k¥ 7343 166 004 173 72t
Adddwons - - 9,068 5068
Dposals - - 03] 2)
Intercompany trapsfer of assets (see note 3) (374) (7 343) (175,070} (182787
At 31 December 2009 - - -
Accamulated depreclation
ALT January 2008 (restated*) (37) (6 648) (104,878) (111857
Charge for year {restated*) 3) (174) (15,881) (16,058}
AL 3] December 2008 (restated*) (3714) (6 822) (120 759) (127.935)
Charge for penod (16) (12,693) (12,709}
Intercompany transfer el assets (see note 3) 37 6,538 133,452 140,664
Al 31 December 2009
Carrying amount
At 1 January 2008 (restated*) 3 691 60,397 61091
At 31 December 2008 (restated*) - 521 45,245 45 766
At 31 December 2009 - -
* See note 4 for more details on the restatement of the prior peried balances

Included within the Company’s network assets are assets under finance lease, and construction m progress As at 31
December 2008 and 2009, the carrying amount of assets held under finance lease were £5 8 mllion and £nil,
respectively The cost and net book value of construction m progress (which 1s not depreciated) as at 31 December
2008 and 2009 was £0 5 million and £ml, respectively

The Company’s property, plant and equipment were transferred to GCUK under an inter group acquisition agreement
at close of busiess on 31 December 2009 (see note 3)
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Notes to Financial Statements (continued)

14. Other financial assets
Trade and other receivables

Trade and other receivables consist of

31 December 1 Jannary
2009 2008 2008
(restated*) (restated*)
£000 £000 £000
Amounts due within one year
Trade recevables - 9515 6,839
Less provision for doubtfiul debts - {145) (24)
Trade recevables (net) - 9370 6,815
Amounts owed by Group Companies 35,194 11,011 11,554
Other recevables - 94 1,612
Prepayments and accrued mcome 1,040 1,547
Trade and other recervables due wehm one year 35,194 27515 27,518
Amounts due after more than one year
Deferred fmance fees - 334 362
Prepayments 1,132 2,397
Trade and otherrecervables due aftermore than one year 1,466 2,759
Total amounts due 35,194 28,931 30,287
* See note 4 for more details on the restatement of the prior period balances

No nterest 1s charged on trade receivables

The amounts owed by Group companies are non interest bearing and have no fixed date of repayment

[ncluded wathin trade receivables are debtors with a carrying amount of £nul (31 December 2008 £6 { million, |
January 2008 £1 8 million) which are overdue as at the reporting date, and for which no provision has been made due
to there being no indication that the amounts are not recoverable

The Company’s trade and other receivables (excluding the £35 2 million intercompany loan with GCUK relating to
the purchase price of the assets transferred) were transferred to GCUK under the asset transfer agreement at close of

business on 31 December 2009 {(see note 3)

The ageing of the amounts past due, aganst which there 18 no provision, 18

1-30days

31 - 60 days
61 - 90 days
over90 days

31 December 1 January
2009 2008 2008
£000 £000 £000

- 2,021 1454

- 1,109 9

- 1,366 49

- 1,614 26

- 6,110 1,821
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14. Other financial assets (continued)

There were the following changes to the prowision for doubtful debts

Balance at start of penod

(Utlsed)provided m period

Balance at end of peniod

18. Obligations under finance leases

Amounts payable under finance leases

Within one year

In the second to fifth year tnclusive

After five years

Less future finance charges

Present value of mmumum lease payments

Less Amouni due for seftlement within 12 months

{shown withim curreni abdines)

Amount dug for settlement after 12 months

*

Fibernet UK Limited

Notes to Financial Statements (continued)

31 December 1 January
2009 2008 2008
£000 £000 £000
145 pL) 1,446
(145) 121 (1,422)
- 145 24
Minimum lease payments Present value of mizimum lease payments
31 December 1 Januzry 31 Deceraher 1 Javyary
2009 2008 2008 2009 2008 phil
(ratted®) (restated ) (restated®)  (restated®)
£000 $000 1000 £000 1000 £000
154 12 147 3680
514 2109 518 M
2038 484 1.%65 455
(%) (282) nfa 2 nfa
§ 95 4559 1,963 4559
{147 (3,680
518 g9

Sec note 4 for more details on the restatement of the prior period balances

Obligations under finance leases and hire purchase contracts are secured aganst the leased assets and bear finance
charges at 5 50% per annum relating to 1 January 2008 and 31 December 2008 Interest rates are fixed at inception of
the lease All leases are on a fixed repayment basis and no arrangements have been entered mto for contingent rental

payments

All lease obhigations are denommnated m pounds sterling

The fair value of the Company’s lease obligations approximates ther carrying amount

The Company’s finance leases were transferred to GCUK under an inter group acqusition agreement at close of

business on 31 December 2009 (see note 3)
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16. Other financial liabilities
Trade and other payables

Amounts due within one year
Trade payables

Amounts owed to Group Companies
Other credtors

Other taxes and social secunty
Accruals

Trade and other payables due withmn one year

31 December 1 January
2009 2008 2008
£000 £000 £000

. 3,422 2218
- 36,677 40817
- 413 381
- 2,557 1,843
- 2,903 1,486
- 46,032 46,745

The amounts owed to Group Companies are non interest bearing and have no fixed repayment date

The Company’s trade and other payables were transferred to GCUK under an inter group acquisition agreement at

close of business on 31 December 2009 (see note 3)

i7. Provisions

At 1 January 2008

Credited to the statement of comprenhensive mncome
Adjustments for unwind of discount

Change m estimated habihty

Uuhsed m vear

At 31 December 2008
Adjustments for unwind of discount
Intercompany asset transfer (see note 3)

Totel

Dilapidations Facllity closings restructuring
£000 £000 £000
- 1,143 1,143

- {712y (712)

- (19) (1%

18 - 18

- 412) (412

18 - 18

1 - 1

ae - (19)

At 31 December 2009

Due 1n less than one year
Due in more than one year

In 2007, the Company approved plans to restructure a Fibernet facility lease agreement and later in the year the
Company physically vacated this facility and as a result, recorded a charge of £1 3 million to the restructuring
provision During 2008, the lease n respect of this facihty was assigned to GCUK, and the Company released the

remaming associated provision

The diapidations provision is the eshmated cost required to return leased properties to ther original state in
accordance with the respective third party lease agreements based on the esiimated present value of the obligation

utihsing an appropriate discount rate




Fibernet UK Limited

Notes to Financial Statements {continued)

18. Financial instruments
Credit risk

Credit nish 15 the rish that 2 counterparty will not meet 1ts obhgations under a financial nstrument or customer
contract, leading to a financial loss The Company 1s exposed to credit nsk from 1ts operating activities (primanly
from amounts owed by Group Companies} and from its financing activiies, including deposits with banks and
financial mstitutions, foreign exchange transactions and other financial instruments

Credtt risks related to receivables

Customer credit nisk 1s managed by way of the Company’s credit and risk management policies These activities
include, but are not confined to, setting credit mits on all customer accounts and regularly reviewing the customers’
payment performance as well as thewr financial standing on an ongoing basis

The masimum exposure to credit risk at the reporting date 15 the carrying value of each class of financial assets
Credit risk related to financial instruments and cash deposits

Credit risk from balances with banks and financial insttutions 1s conducted primarily by GCL on behalf of the GC
Group The Company’s maximum exposure to credit risk for the components of the statement of financial position at
1 Tanuary 2008, 31 December 2008 and 2009 1s the carrying amounts of such balances as illustrated below

Treasury policy and risk management

The Company's treasury management 1s conducted pnimarily by GCL on behalf of GC Group Companies GCL 1s
responsible for raising finance for operations, together with associated liquidity management, and the management of
foreign exchange and mnterest rate risk  Treasury operations are conducted within a framework of pohcies and
guidelines authorised and reviewed by the GCL Audit Commuttee, which receives regular updates of treasury activity

Financial nstruments are entered into for risk management purposes only It 15 the GC Group’s policy that all
hedging 15 to cover known risks and that no trading 1n financial instruments 1s undertaken

Interest rate management

The Company has financial exposures to mterest rates, ansing from its finance leases These exposures are pnimarily
managed by borrowing at fined rates of interest, which are based on rates mherent n the finance lease agreement
This use of fixed rates of interest means that the Company’s exposure to nterest rate rish 1s minimal

The following table’s show the Company’s contractually agreed (undiscounted) payments m respect of its financial
liabilities

31 December 2009

Within 1
year 1-3 years 3-5 years >5 years Total
£000
Finance kasc and hre purchase obhigations - - - - -
Trade and other payables - - - - -
31 December 2008
Within 1
year 1-3 years 3-5 years > S years Total
£000
Finance kasc and hire purchase obligations (restated) 1,524 534 - - 2,058
Trade and other payables 3422 - - - 3,422
4,946 534 - . 5,480
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18. Financial instruments (continued)

1 January 2008
Within 1
year 1.3 years 3-5 years >5 years Total
£000
Fmance lease and hire purchase oblhigations (restated) 2732 2109 - - 4841
Trade and other payables 2218 - - - 2218
4,950 2109 - - 7059

Foreign exchange management

The Company cperates primarily in the UK, with substantially all of its revenue and operating costs denominated 1n

pounds sterhng In addition, substantially all of the Company’s assets and habilies are denominated in pounds
sterling

The Company assesses its currency exchange exposure and enters nto financial instruments, as 1t believes necessary,
to manage nsk

In the year ended 31 December 2009, the Company recogmsed a foreign currency loss of £15,000 (3] December
2008 loss of £12,000) on assets and liabilittes denominated 1n other currencies

If pound sterhng had strengthened/weakened against the dollar and Euro by 25%, the effects on the financial
statements m either pered would not be significant due to the minimal assets and liabilities held in foreign currencies

Currency risks

The Company’s currency exposures give rise to the net currency gans and losses recognised in the statements of
comprehensive income  Such exposures comprise the net monetary assets and habilities of the Company that are not
denominated n the funcuional currency of the entity The following table presents the exposure of net foreign
currency monetary (habilities)/ assets of the Company 1n pounds sterling

31 December 2009 31 December 2008 1 Janaary 2008
US Dollars Fores Total TS Dollars Faros Total USDellars Buros Total
£000 £000 £000
Functionalcumrency of the company
Pounds sterlmg - - - ] 103 102 (38) 51 13

Concentration of risk

The Company relied on a limited number of third parties for the timely supply of equipment and services relating to
its network infrastructure  If these suppliers expenenced interruptions or other problems delivering these network
components on a tumely basis, our operating results could have suffered In certain circumstances, the Company

relied on a single supplier that had propnetary technolegy that had become core to the Company’s infrastructure and
business

Capual management

The capital structure of the Company consists of cash and cash equivalents and equity attributable 10 equity holders of
the parent, compnsing 1ssued capital and reserves

The Company 1s party to an Indenture governing the Semior Secured Notes 1ssued by Global Crossing (UK) Finance
ple, an affiliated company and fellow subsidiary of GCUK The Indenture under which the Senior Secured Notes
were 15sued 1ncludes covenants and events of default that are customary for high-yield senior note 1ssues  The Senior
Secured Notes are also guaranteed by GCUK, Fibernet Group Limited and Fibernet UK Limited on a senior basis

ranking equal 1n right of payment with all of therr existing and future senior debt See notes 26 and 28 for more
information
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18. Financial instruments (continued)

The primary objective of the Company’s capital management was to ensure that 1t was able to continue as a gong
concern, as noted 1 note 2, 11 15 the intention of the directors to resolve 1n the near fulure to seek voluntary strike off
of the Company In addition the Indenture governing the Senior Secured Notes contamns restrictions which, among
other things, limit our ability to incur additional indebtedness and pay dividends

Farr values

Set out below 1s a comparison by category of carrying amounts and fair values of all the Company’s financial
instruments, that are carried n the financial statements

Carrying amount Fair valut
31 December 1 Januwary 31 December 1 Janwary
2009 2008 1008 2009 1008 1008
(restated®) {restated*) (restated®)  (restated*)
£000 £000 £000 £000 £000 £000
Financal assets
Trade recewvables : 9370 6315 : 9370 6315
Amounts owed by group companes " 35,194 1,001 11,554 35,194 HOI 11,554
Otherrecervables . - 1,589 - . 1,589
Cash and cash equwalentsm - 9,18 9 . 9,798 9
Financal habiliires
Trade payables & - 3 1218 - 3 2218
Amounts owed to group companies ® . 36677 40817 . 36677 40817
Other creditors . 41 Xl : 47 3l
Oblgations under finance lease ® . 1965 4359 . 1965 4559

! Classified as loan and receivables
@ Classified as financial habihity at amortised costs

* See note 4 for more details on the restatement of the prior period balances

The fair value of trade receivables, amounts owed by Group Companies and other receivables approsimates to ther
carrying value due to their short term nature

Given the short term duration of cash and cash equivalents the fair value approximates the carrying value

The farr value of trade payables, amounts owed to Group Compamies within one year and other creditors
approximates to their carrying vatue due to their short term nature

The fair value of obligations under finance leases has been obtamed by discounting the expected future cash flows at
the prevailing interest rates
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19. Financial assets and liabilities

Financial assets and habilities, at the end of the reporting period, were made up as follows

31 December 1 January
2009 2008 2008
(restated*} (restated*)
£000 £000 £000
Financial assets
Amounts due within one year
Trade recervables - 9370 6,815
Amounts owed by group companies 3519 11,011 11,554
Other recevables - - 1,589
Cash and cash equivalents - 97198 9
Due m lkess than one year 35,1 30,179 19,967
Financial liabilihes
Amounts payable within one year
Trade payables - 3422 2218
Amounts owed to group compantes - 36,677 40817
Other credttors - 473 381
Obhgations under finance lease - 1,447 3,680
Payable withm one year - 42,019 47,0%
Amounts puyable in greater than one year
Oblhgations under finance lease - 518 9
Payable in greater than one year - 518 g9

See note 4 tor more details on the restatement of the prior period balances

20. Equity share capital

31 December 1 January
2009 2008 2008
£000 £000 £000
Authorised
1,000,000 ordmary shares of £1 each 1,000 1,000 1,000

Called up, allotted and fully paid
2 ordinary shares of £1 each - - -

The Company has one class of erdinary shares which carry no right to fixed income
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21 Operating lease commitments
The Company as lessee

The Company previously entered into commercial leases on certain property, motor vehicles and equipment These
leases had average lives of between | and 8 years, with renewal options contamed within some contracts

The following table presents a schedule of future mimmum commitments under non cancellable operating leases

31 December

2009 2008 (restated*)

£000 £000
Withm 'yea - 1,680
Botween 2 and Sveats - 5,494
Greatet thon Syecrs - 12,013
Total mnumum lease payments - 19,187
* See note 4 for more details on the restatement of the prior period balances

The Company’s operaling lease commitments were transferred to GCUK under an inter group asset acquisition
agreement at close of bustness on 31 December 2009 (see note 3)

22. Purchase commitments

As at 31 December 2009, the Company was not subject to any purchase commitments All commitments were
transferred to GCUK under the asset transfer agreement at close of business on 31 December 2009 (see note 3)

23. Share based payments

The Company recognised an expense of £67,000 and £ml in respect of equity-settled share-based payment
transactions n the years ended 31 December 2008 and 2009, respectively

Prior to the acquisition of the Fibernel Group of Companies by GCUK, employees of the Company participated in a
number of equity settled share based payment schemes under which shares and share options in the then Company’s
immediate parent company (Fibernet Group Limted, then Fibernet Group ple) were 1ssued  Followmg the
Company’s acqusition by the Global Crossing Group of Compames, any outstanding share options vested, with all
employee shares forming part of the Compulsory Share Acquisttion Process, the nght to acquire the minonty
shareholdings on a compulsory basis under applicable English law

Following the acquisition, employees of the Company became entitled to participate n the Global Crossing Limited
2003 Stock Incentive Plan (the “Plan™) Equity-settled share-based payment transactions relate to share-based awards
granted under the Plan and reflect awards outstanding dunng such penod, including awards granted both prior to and
during such period Under the Plan, GCL 15 authonsed to 1ssue up to 19,378,261 common shares of GCL, shared
amongsl any employee, director or consultant who 1s selected to participate in the plan  As at 31 December 2009, the
Company transferred all its employees to GCUK as part of the asset transfer agreement (see note 3)

24. Ultimate parent and controlling party

As of close of business on 31 December 2009, GCUK became the immediale parent company of Fibernet due to the
asset transfer agreement Prior to this the Company was a wholly owned subsidiary of Fibernet Group Limited, a
company registered i England and Wales

The smallest group in which the results of the Company are consolidated 15 that headed by GCUK The consolidated
financial statements of GCUK are available to the public and may be obtained from Compames House

At 31 December 2009, the Company’s directors regarded Temasek Holdings (Private) Limited (“Temasek™), a
company ncorporated in the Republic of Singapore, as the ultimate parent company and ultimate controlling party
The largest group, which includes the Company and for which financial results are prepared 1s that headed by
Temasek, whose registered office 1s 60B Orchard Road, #06-18, Tower 2, Singapore 238891
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25. Related party transactions

The debtor and creditor balances as a result of the transactions with related parties are as foliows

31 December 1 January
2009 2008 2008
£000 £000 £000

Debtor balances due from
Fibemet Group Limted - - 8,835
Fibemet Linuted - - 162
Global Crossing (UK) Telecommunications Lunted 35,194 10,500 2,497
Global Cressing Europe Limited - 346 -
Other Group Companies - 165 60
35,194 11,011 11,554

Creditor balances due to
Fibernet Limited - 4,131 4373
Fibemnet Group Limited - 9,107 26,867
Global Crossing (UK) Telecommunications Lamted - 23,318 9,525
Other Group Companies - 121 52
36,677 40,817

Tax sharing

I'he Company and the UK GC Group Companies share tax losses as allowed by UK tax law Under the tax shanng,
losses can be utihised by any entity within the UK GC Group n the period i which they are generated

The Company 1s pariy 10 a formal tax agreement with GCL thal establishes the basis of conduct for certain tax matters
in the UK, including the surrender of tax losses and the reallocation of income or gains where permitted by UK tax
law, between the Company and other Group Companies subject to tax in the UK The claimant company will pay the
surrendering company an amount equal to the amount surrendered multiplied by the average corporate tax rate for the
period in which relief 1s deemed There was no payment made i respect of tax sharing duning the year ended 31
December 2008 and 2009 in accordance with the agreement

Loans from and to GC Group Companles
The balances descnbed above are unsecured and non-wterest bearing

Included within the balances above 1s a non-interest bearing loan of £35 2 mulhon owed by GCUK to the Company,
due 1o the asset transfer agreement, with no fised repayment date (see note 3)
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26. Guarantee arrangement

There 15 a fixed and floating charge under the terms of the Indenture (see note 28) over the Company’s assets
Specifically, there 1s a fixed charge over all property, plant and equipment and intangible assets except for the
following

* all property, plant and equipment held under finance leases, which totalled £58 millien and £ml as at 31
December 2008 and 2009, respectively, and

» property, plant and equipment used exclusively to provide service under (1) contracts in which the counterparty 1s
a UK governmental customer, and {11} contracts in which the counterparty 1s a contractor or subcontractor to a
UK governmental enlity,

Assets used exclusively in the prowision of services as noted above are not segregated on the network, and are only
identified 1n the event of default

27, Contingent liahilities
Litigation

From ume to time, the Compaay has been a party to vaious legal proceedings ansing m the ordmmary course of
busmess In the opinion of the Company’s duectors there are curtently no proceedings in respect of which there exisis a
1easonable possibiiity of an adverse outcome that would have a materal eftect on the Company s statement of financ.al
posihen statement of comprehensive income o statement of cash flows

28. Financial guarantee contracts

Fibernet UK Limited 1s a guarantor to Global Crossing (UK) Finance Limited’s (*GC Finance™) Semor Secured
Notes (the “Notes™ These are guaranteed as a semor obligation ranking in equal rnight of payment with all of 1its
enisting and future debt

The Notes were 1ssued under an Indenture, which includes covenants and events of default that are customary for
high-yield senior note 1ssuances The Indenture imits GCUK and 1ts restricted subsidiaries’ ability to, among other
things (1) incur or guarantee additional indebtedness, (1) pay dividends or make other distibutions to repurchase or
redeem 1ts stock, (111) make investments of other restricted payments, (1v) create hens, (v)enter into certawn
transactions with affiliates, (vi} enter into agreements that restnet the ability of 1ts material subsidianies to pay
dividends, and (vn) consolidate, merge or sell all or substantially all of 1ts assets

The principal amount of Notes outstanding in 31 December 2009 per the financial statements of GC Finance for the
year then ended was £273 2 million
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