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Directors®’ Report

The directors present their audited financial statements for the year ended 31 December 2010
Principal activities

The principal activity of the Company 1s to act as holding company to a group of compames that provide
telecommumication services to enterprise and carrier customers

Business review and subsequent events

Global Crossmg (Bidco) Limited (*GC Bidco” or the “Company™) 1s a company registered m England and Wales
GC Bidco 15 part of a group of companies {the “Group Companies” or the “Bidco Group”) owned by Global
Crossing Limited, a company organised under the laws of Bermuda (“GCL”) GC Bidco’s immedate parent
company 15 Global Crossing Holdings Limited (*GCHL"), a company registered in Bermuda References to “GC
Group” are to Globa) Crossing Holdings Limited and 1ts subsidiary undertakings

Results and dividends

In accordance with section 401 of the Companies Act 2006, the Company 15 exempt from the requirement to
prepare and deliver group financial statements Financial informatien 1s presented about the Company as an
mdividual undertaking and not about the Bidco Group Details of the ultimate parent undertaking which prepares
group financial statements are disclosed in note 15

Revenue for the year amounted to £nil (2009 £nil) Loss before and after tax for the year amounted to £2 4
million (2009 Loss before and after tax for the year amounted to £1 6 million)

The directors do not recommend the payment of a dividend (2009 £ml)

Future prospects

Company directors behieve the Company has the hiquidity to fund 1ts operations and to meet 1ts financing needs for
a period of no less than one year from the date of signing of these financial statements

The principal Liability on the statement of financial position relates to £16 4 milhon owed to Global Crossing
Europe Limted (“GCE™), a fellow GC Group Company (see note 16) The directors of the Company have
obtained confirmation from the Directors of GCE that they will not seek repayment of this balance for a period of
at least 12 months

In the event the Company does not have sufficient hqmdity to fund 1ts operations and to meet 1ts financing needs,
the directers of the Company consider that, although not legally obligated to do so, GCL 1s 1n a position to provide
the necessary support to the Company to enable 1t to continue to operate and to meet 1ts long term financing needs
for a period of not less than one year from the date of signing of these financial statements

As at 30 June 2011, GCL’s available hquidity consisted of $259 mithion of unrestricted cash and cash equivalents
As at 30 June 2011, GCL also held $10 million 1n restncted cash and cash equivalents which primanly compnsed
of cash collateral for letters of credit or performance bonds 1ssued in favour of certamn of our vendors and deposits
securing real estate obligations
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Directors’ Report (continued)

During the six months ended 30 June 2011 GCL’s revenue was $1,353 mullion GCL had a net decrease in cash
and cash equivalents of $113 million and had net cash used n operating activiites of $1 million Their 2011 cash
flow expectations are based in part on raising financing for such property and equipment from vendors and others
mn amounts shghtly lower than those arranged mn 2010 Their ability to arrange such financings 1s subject to
negohating acceptable terms from equipment vendors and financing parties In the long term, GCL expects to
generate positive cash flow from operating activities 1n an amount sufficient to fund all investing and financing
requirements, subject to the possible need to refinance 1ts existing major debt mstruments GCL currently expect
cash provided by operating activities (including Indefeasible Rights to Use and other prepaid sales) to exceed
purchases of property and equipment for the full year 2011

On 10 Apnl 2011, GCL entered mto an Agreement and Plan of Amalgamation with Level 3 Communications,
Inc, a Delaware corporation (“Level 3”), and Apollo Amalgamation Sub, Ltd , a Bermuda company and wholily
owned subsidiary of Level 3 (“Amalgamation Sub”), pursuant to which our parent and Amalgamation Sub will be
amalgamated under Bermuda law with the surviving amalgamated company continuing as a subsidiary of Level 3
(the “Amalgamation™) Under the terms and subject to the conditions of the Plan of Amalgamation, each share of
capital stock of our parent will be converted into common stock of Level 3 The Plan of Amalgamation contains
customary representations and warranties and covenants, and 1s subject to certain closmg conditions including
recelpt of certain regulatory and governmental approvals The transaction 15 expected to close before the end of
2011

On this basis, the directors of the Company consider that GCL 15 1n a posttion to provide the necessary support to
the Company to enable 1t to continue to operate and to meet 1ts long term financing needs for a period of not less
than one year from the date of signing of these financial statements Accordingly, the directors of the Company
believe that 1t 1s appropnate to prepare the financial statements on a going concern basis

Directors
The directors of the Company, throughout and since the end of the year, except as noted, are as follows

Name

B Keogh
Q Qadeer

During the year, no directors exercised share options in GCL (2009 none)

Directors’ habilities

Durnng the year, the GC Greup had an indemnity provision in force m respect of the directors of the Company
against hability 1n respect of any proceedings brought by third parties, subject to the conditions set out i the
Companies Act 2006 (section 234) Such quahfymg third party indemnity provision remains m force at the date
of approving the Directors’ Report

Creditor payment pohicy and practice

It 1s the Company’s policy that payments to suppliers are made 1n accordance with those terms and conditions

agreed between the Company and 1ts suppliers, providing that all trading terms and condrions have been complied
with

Page 4

am  d 3 e s



-

AR Global Crossing (Bidco) Limited-

Directors’ Report (continued)
Business Risks

The Company’s principal nisks and uncertainties relate to financial imstruments The Company’s financial risk
management objective and policies, in respect of financial mstruments, are discussed in note 11 to these financial
statements

Management’s Annual Report on Internal Control over Financial Reporting

Management of the company 1s responsible for establishing and mamtaiming adequate internal control over
financial reporting Internal control over financial reporting refers to a process designed by, or under the
supervision of, our Managing Director and Chief Financial Officer and effected by our Board of Directors,
management and other personne), to provide reasonable assurance regarding the rehabihty of financial reporting
and the preparation of financial statements for external purposes 1n accordance with generally accepted accounting
principles, mcluding those policies and procedures that

» pertamn to the mamtenance of records that m reasonable detail accurately and fairly reflect the
transactions and dispositions of our assets,

»  provide reasonable assurance that transactions are recorded as necessary to permiut preparation of
financial statements 1n accordance with generally accepted accounting principles, and that our receipts
and expenditures are bemng made only in accordance with authorizations of our management and
directors, and

+  provide reasonable assurance regarding prevention or timely detection of unauthorised acquisition, use
or disposition of our assets that could have a material effect on the financial statements

Because of its inherent limitations, internal control over financial reporting cannot provide absolute assurance of
the prevention or detection of misstatements In addition, projections of any evaluation of effectiveness to future
periods are subject to the sk that controls may become 1nadequate because of changes mn conditions, or that the
degree of comphance with the policies or procedures may detenorate

With the participation of our Managing Director and Chief Financial Officer, our management conducted an
evaluation of the effectiveness of internal control over financal reporting as at 31 December 2010 The company
also participated in GCL’s evaluation, conducted on the same basis, insofar as such evaluation encompassed the
operattons of the company Based on its evaluation, our management concluded that our mternal control over
financial reporting was effective as of 31 December 2010

Auditors

The Directors have passed a resolution in accordance with section 485 of the Compames Act 2006 to dispense
with the requirement to appowt auditors annually
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Directors’ statement as to disclosure of information to auditors

The directors who were members of the Board at the tune of approving the directors’ report are listed on page 4
Having made enquiries of fellow directors and of the Company’s auditors, each of these directors confirms that

* to the best of each director’s knowledge and belief, there is no information 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 aucit mformation and to establish that the Company’s auditors are aware of that information

By order of the Bogrd;

4

Q Qadeer

Drrector

Date 26 September 2011
Registered office

10 Fleet Place

London
EC4M 7RB

Registered number
3855219
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Statement of Directors’ Responsibilities

The directors are responsible for preparing the financial statements mn accordance with applicable United
Kmgdom law and those International Fimnancial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board and IFRS as adopted by the European Union

Under Company Law, the directors must not approve financial statements unless they are satisfied that they
present fairly the financial position, financial performance and cash flows of the Company for that period In
preparing those financial statements, the directors are required to

» select suitable accounting pohicies in accordance with IAS 8 “Accounting Policies, Changes m
Accounting Estimates and Errors” and then apply them consistently,

e present information, including accounting policies, in a manner that provides relevant, rehable,
comparable and understandable mnformation,

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

+ state that the Company has complied with IFRSs, subject to any material departure disclosed and
explained m the financial statements

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and cisclose 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
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other wregulanties
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Independent Auditors Report to the Members of Global Crossing (Bideo) Limited

We have audited the financial statements of Global Crossing (Bidco) Limited for the year ended 31 December
2010 which comprise the Statement of Comprehensive Loss, Statement of Changes in Equity, Statement of
Financial Position, Statement of Cash Flows and the related notes | to |8 The financial reporting framework that
has been apphied 1n thetr preparation 1s applicable law and [nternational Financial Reporting Standards (“IFRS™)
as adopted by the European Union

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 matters we are required to state to them 1n an auditors’ report and for no other purpose To the fullest extent
permutied by taw, 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 explained more fully in the Directors’ Responsibilities Statement set out on page 7 the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibihity 1s to audit the financial statements 1n 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 financial statements sufficient to
give reasonable assurance that the financial statements are free from material musstatement, whether caused by
fraud or error This includes an assessment of whether the accounting pohicies are appropniate to the Company’s
circumstances and have been consistently applied 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 n the Annual report and financial statements to idenufy
matenal inconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opimon on financial statements

[n our opinion the financial statements

® pive atrue and fair view of the state of the Company’s aftairs as at 31 December 2010 and of uts loss for
the year then ended,

* have been properly prepared in accordance with [FRSs as adopted by the European Union, and

¢ have been prepared 1n accordance with the requirements of the Companies Act 2006

Opmion on other matter prescribed by the Companies Act 2006

In our opinion the information given n the Directors Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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Independent Auditors Report to the Members of Global Crossing (Bidco) Limited (continued)

Matters on which we are required to report by exception

We have nothing to report i respect of the following matters where the Companies Act 2006 requires us to report
to you 1f, 1n our opmion

* adequate accounting records have not been Kept, or returns adequate for our audit have not been received
from branches not visited by us, or

» the financial statements are not in 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

Fonsl & o Ll

Nick Powell (Semor Statutory Auditor)

For and on behalf of Ernst & Young LLP, Statutory Auditor
London

%Septembcr 2011
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Global Crossing (Bidco) Limited

Statement of Comprehensive Loss

Note
Revenue
Cost of sales
Gross profit
Dhstribution costs
Admmistrative (expense)/gain
Operating (loss)/profit 3
Finance revenue 5
Finance costs 3
Loss before tax
Tax 6

Loss for the year

Other comprehensive (loss)/income
Other comprehensive (loss)income for the year, net of tax

Comprehensive loss for the year

Year ended 31 December

2010 2009
£000 £000
(165) 418
(165) 418
505 495
(2,788) (2,474)
(2,448) (1,561)
(2,448) (1,561)
(2,448) (1,561)

The accompanying notes are an integral part of these financial statements
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At 1 January 2009
Loss for the year

Total comprehensive loss for the
year

At 31 December 2009
Loss for the year

Total comprehensive loss for the
year

At 31 December 2010

Global Crossing (Bidco) Limited - -

Statement of Changes in Equity

Equty
share Accumulated Total
capital deficit equity
£000 £000 £000
76377 (62,231) 14,146
(1,561) (1,561)
(1,561) (1,561)
76,377 (63,792) 12,585
(2,448) (2,448)
(2,448) (2,448)
76,377 (66,240) 10,137

The accompanying notes are an integral part of these financial statements

Page 11




Non-current assels
Investments

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

Current habilities
Trade and other payables

Total habilities

Net assets

Capital and reserves
Equity share capital

Accumulated deficit

Total equity

Global Crossing (Bidco) Limited- - 2 taea

Statement of Financial Position
31 December

Note 2010 2009
£000 £000

8 21,895 21,895
21,895 21,895

9 8,876 8,367
37 36

8,913 8,403

30,808 30,298

10 (20,671) (17,713)
(20,671) (17,713)

10,137 12,585

12 76,377 76,377
(66,240) (63,792)

10,137 12,585

The accompanying notes are an integral part of these financial statements

These financial statements were approved by the Board of Directors on 26 September 2011 and are signed on 1ts

behalf by

Q Qadeer

Director

Registered number
3855219
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. Global Crossing (Bidco) Limited

Statement of Cash Flow

Operating activities

Loss for the year

Adrustments for

Finance costs, net

Changes n operating working capital

Cash generated from/(used 1n) operations
Interest paid

Net cash provided by/(used ) operating activities

Investing activities
Interest recerved

Net cash provided by inmvesting activities

Financing activities
Loans provided to group companies

Net cash used in financing activities
Net increase/{decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of year

Cash and cash equivalents at the end of year

R R ]

Year ended 31 December

2010 2009
£000 £000
(2,448) (1,561)
2,283 1,979
166 (420)

1 )

1 )

1 @)

36 38

37 36

The accompanying notes are an integral part of these financial statements
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Notes to the Financial Statements
1. Description of business

Global Crosstng (Bidco) Limited (“GC Bidco” or the “Company™) 1s a company registered in England and Wales at
10 Fleet Place, London, EC4M 7RB The principal activity of the Company 15 to act as holding company to a group
of companies that provide telecommunication services to enterprise and carrer customers

GC Bidco 15 part of a group of companies (the “Group Comparnies”™ or the “Bidco Group™) owned by Global Crossmg
Limited, a company organised under the laws of Bermuda (“GCL”) GC Bidco’s immediate parent company 1s Global
Crossing Holdings Limited (“GCHL™), a company registered in Bermuda References to “GC Group” are to Global
Crossing Holdings Limited and its subsidiary undertakings

2. Accounting policies
Basis of preparation

The financial statements of Global Crossing (Bidco) Limited for the year ended 31 December 2010 were authorised
for 1ssue by the Board of Directors on 26 September 2011 and were signed on the Board’s behalf by Q Qadeer

As permitted by the European Umon’s IAS Regulation and the Companies Act 2006 these financial statements are
prepared 1n conformity with International Financial Reporting Standards (“IFRS”) as adopted by the European Union
(:LEU”)

In accordance with section 401 of the Companies Act 2006 and paragraphs 10 and 11 of International Accounting
Standard 27 “Consohdated and Separate Financial statements” (“IAS 277), the Company 1s exempt from the
requirement to prepare and dehver group accounts Fmancial mformation 1s presented about the Company as an
mndividual undertaking and not about its Group Details of the ultimate parent undertaking which draw up group
financial statements are disclosed 1n note 15

These financial statements have been prepared on the historical cost basis, except for certamn financial mstruments
which are recorded at fair value

Going concern

In preparing the financial statements, the directors have formed a judgment that there 1s a reasonable expectation that
the Company has adequate resources to continue 1n operational existence for the foreseeable future Accordingly,
they continue to adopt going concern basis in preparing these financial statements

The principle hability on the statement of financial position relates to £16 4 million owed to Global Crossing Europe
Limited (“GCE”), a fellow GC Group Company (see note 16) The directors of the Company have obtained
confirmanon from the Directors of GCE that they will not seek repayment of this balance for a penod of at least i2
months

In the event the Company does not have sufficient hquidity to fund its operations and to meet 1ts financing needs, the
directors of the Company consider that, although not legally obligated to do so, GCL 15 1n a position to provide the
necessary support to the Company to enable 1t to contimue to operate and to meet its long term financing needs for a
pentod of not less than one year from the date of signing of these financial statements

As at 30 June 2011, GCL’s available hqmdity consisted of $259 milhion of unrestricted cash and cash equivalents As
at 30 June 2011, GCL also held $10 million in restricted cash and cash equivalents which primanly compnised of cash
collateral for letters of credit or performance bonds 1ssued in favour of certam of cur vendors and deposits securing
real estate obligations
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Notes to the financial statements (continued)

2. Accounting polhicies (continued)

Durng the six months ended 30 June 2011 GCL’s revenue was $1,353 mllion GCL had a net decrease in cash and
cash equivalents of $113 million and had net cash used in operating activities of $1 mitlion Thewr 2011 cash flow
expectations are based in part on raising financing for such property and equipment from vendors and others 1n
amounts shghtly lower than those arranged in 2010 Their ability to arrange such financings 1s subject to negotiating
acceptable terms from equipment vendors and financing parties In the long term, GCL expects to generate positive
cash flow from operating activities tn an amount sufficient to fund all investing and financing requirements, subject to
the possible need to refinance its existing major debt instruments GCL currently expect cash provided by operating
activines {(including Indefeasible Rights to Use and other prepaid sales) to exceed purchases of property and
equipment for the full year 2011

Recently adopted accounting guidance

The followmg IFRS’s, International Accounting Standards (“lAS™) and Interpretations of the International Financial
Reporting Interpretattons Commuttee (“IFRIC”) that are relevant to the Company have been adopted during the
penod

Improvements to IFRS 2009

Issued 1n Apnl 2009, the Improvements to International Financial Reporting Standard 2009 1s the second standard to
be 1ssued under the IASB’s annual improvements process and incorporates amendments to twelve standards
Adoption of this standard has not materially affected the results of the Company or its operations and has resulted in
no additional disclosure

IFRS 3 Business combinations (revised 2008)
IAS 27 Consolidated and Separate Financial Statements (revised 2008)

Issued in January 2008, these revisions to IFRS 3 and IAS 27 apply to business combtnations In particular the
revisions

(1} nclude greater emphasis on the use of fair value,
(1) focus on changes 1n control as a significant economic event, and
(1) focus on what 1s given to the vendor as consideration, rather than what 1s spent to achieve the acqusition

Adoptton of these revised standards has not affected the results of the Company or its operations and has resulted in
no additional disclosure

1AS 39 Fmancial Instruments Recogmtion and Measurement (Amendment)

Issued 1n July 2008, this amendment to IAS 39 provides clanfication on two issues related to hedge accounting
(1} idenuifying inflation as a hedged nsk or portion, and (1) hedging with options Adoption of this amendment to IAS
39 has not affected the results of the Company or its operations and has resulted in no additional disclosure

IFRS 2 Share based payment (Amendment)

Issued 1n June 2009 this amendment to IFRS 2 clanifies the scope of IFRS 2 and also the accounting for group cash-
settied share-based payment transactions n the individual financial statements of the entity receiving the goods or
services when another group entity or shareholder has the obligation to settle the award Adoption of this amendment
to IFRS 2 has not affected the results of the Company or its operations and has resulted in no additional disclosure n
these consolidated financial statements
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Notes to the financial statements (continued)

2. Accounting policies (continued)
Use of estimates

The preparation of the financial statements 1n conformity with IFRS requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and habilities
at the date of the financial statements and the reported revenue and expenses dunng the year Such estimates include
the valuation of accounts receivables andvaluation of investments The estimates are based on historical factors,
current circumstances and experience and judgment of the Company’s management The Company evaluates its
assumptions and estimates on an ongoing basis and may employ outside experts to assist in the evaluation As future
events and their effects cannot be determuned with precision, actual results could differ from those estimates Changes
n those estimates resulting from continuing changes in the economic environment will be reflected m the financial
statements 1n future penods

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 recognition of
interest would be immaterial

Foreign currencies

The financial statements are presented in pounds sterhng, which 1s the currency of the primary economic environment
n which the Company operates (therr functional currency)

Transactions m currencies other than the functional currency (foreign currencies) are recorded at the rates of
exchange prevailing at the dates of the transactions At each reporting period, monetary items denominated 1n foreign
currencies are translated at the rates prevailing at the end of that reporting period Al foreign currency gains or losses
are mcluded i admimstrative (expense)/gamn 1n the statement of comprehensive loss except for foreign exchange
gams or losses resulting from foreign currency receivables, which are mcluded m thewr own separate line beneath the
operating (loss)/profit

Financial instruments

Financial assets and financial hiabilities are recognised on the statement of financial position when the Company
becomes a party to the contractual provisions of the mstrument

Financial assels

Loans receivable that are interest-free are carried at the present value of expected future cash flows, other interest
bearing loans receivable are carried at nominal value

Cash and cash equivalents

Cash and cash equivalents ncludes cash held by the Company and short-tertn bank deposits with an orniginal maturity
of three months or less The carrying amount of these assets approximates their fair value

For the purposes of cash flow statements, cash and cash equivalents consist of cash and short-term deposits as defined
above, net of outstanding bank overdrafts

Financial habilities

Financial habilities are mtially recognised at fawr value and in the case of loans and borrowings, directly attributable
transaction costs Financial liabilities comprise amounts owed to Group Companies

Fmancial liabilities 1ssued by the Company are classified according to the substance of the contractual arrangements
entered mto and the definitions of a financial habihty
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Notes to the financial statements (continued)

2. Accounting policies {continued)
Taxation

The tax expense represents the sum of the tax currently payable and deferred tax The tax currently payable 1s based
on taxable profit for the year Taxable profit differs from profit as reported n the statement of comprehensive loss
because 1t excludes 1tems of imncome or expense that are taxable or deductible m other years and it further excludes
items that are never taxable or deductible The Company’s hability for current tax 1s calculated using tax rates that
have been enacted or substantively enacted by the end of each reporting period

Deferred tax 1s the tax expected to be paid or recovered on differences between the carrying amounts of assets and
habilities mn the financial statements and the corresponding tax bases used m the computation of taxable profit, and 1s
accounted for using the balance sheet habality method Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that 1t 1s probable that taxable profits will be
available against which deductible temporary differences can be utiised Such assets and lhabilihes are not
recognised 1f the temporary difference anses from the mital recogmuion (other than in a business combination) of
other assets and habilities in a transaction that affects neither the taxable profit nor the accounting profit

Deferred tax 1s measured at the rates that are expected to apply in the years m which temporary differences are
expected to reverse based on tax rates and laws that have been enacted or substantially enacted by the end of each
reporting period Deferred tax assets and habilities are not discounted

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

Deferred tax 1s charged or credited m the statement of comprehensive loss, except when 1t relates to items charged or
credited directly to equity, in which case the deferred tax 15 also dealt with 1n equity

Deferred tax assets and habihties are offset when there 1s a legally enforceable right to set off current assets agamst
current tax habihties and when they relate to taxes levied by the same tax authonty and the Company intends to settle
1ts current tax assets and liabihities on a net basis

Borrowing costs

Borrowing costs are expensed as incurred IAS 23 “Borrowmg Costs” (“IAS 23") requires that borrowing costs
directly attributable to the acquisition, construction or production of a quahfying asset form part of the borrowing
costs of that asset, The Company has no such qualifying assets
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Notes to the financial statements (continued)

2. Accounting policies (continued)

Recently issued accounting pronouncements and interpretations not applied

During the year and subsequent to the year end, the IASB have 1ssued the following standards 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 2010 1 January 2011 unless
otherwise specified

Issued in May 2010, Improvements to International Financial Reporting 2010 1s the third standard to be 1ssued under
the IASB’s annual improvements process and mcorporates amendments, considered to be necessary but non urgent,
to seven standards Adoption of this revised standard is not expected to matenally affect the results of the Company
or 1ts operations

IFRS 7 (Amendment) Financial Instruments Disclosures 1 July 2011

Issued in October 2010, the IASB has 1ssued amendments to IFRS 7 Financial Instruments Disclosures—Transfers of
Financial Assets The amendments will allow users of financial statements to improve their understanding of transfer
transactions of financial assets, for example securtizations, including understanding the possible effects of any risks
that may remain with the entity that transferred the assets The amendments also require addimonal disclosures 1f a
disproportionate amount of transfer transactions are undertaken at the end of a reporting period Adoption of this
revised standard 1s not expected to materially affect the results of the Company or 1its operations This standard has
s}l to be endorsed by the EU

IFRS 10 Consolidated Financial Statements 1 January 2013
IFRS 11 Jomnt Arrangements 1 January 2013
IFRS i2 Disclosure of interests in other entities 1 January 2013

Issued 1 May 2011, these standards are the outcome of the IASB review of the accounting requirements for off
balance sheet activities and joint arrangements

IFRS 10 builds on existing principles by dentifying the concept of control as the determming factor m whether an
entity should be included within the consolidated finance statements of the parent company

IFRS 11 focuses on the nghts and obligations of a joint arrangement , rather than the legal form The standard
addresses mconsistencies 1n the reporting of joint arrangements by requiring a single method to account for interests
n jointly controlled ventures

IFRS 12 15 a new and comprehensive standard on disclosure requirements for all forms of interest in other entities,
mcluding joint arrangements, associates, spectal purpose vehicles and other off balance sheet vehicles

The mpact of these standards on the results of the Company and its operations 1s currently bemg assessed These
standards have still to be endorsed by the EU

IFRS 13 Fair Value Measurement 1 January 2013

Issued m May 2011, this standard completes a convergence project between the JASB and the US Financial
Accounting Standards Board This standard will improve conststency and reduce complexity by providing a precise
defimition of fair value and a single source of fair value measurement and disclosure requirements for use across

IFRS

The impact of this standard on the resulis of the Company and its operations 1s currently being assessed The
standard has still to be endorsed by the EU
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Notes to the financial statements (continued)

3. Operating (loss)/profit

Operating (loss)/profit has been armived at after charging/(crediting)

Year ended 31 December

2010 2009
£000 £000
Auditors” remuneration for andit services (see below)
- Company - -
Loss/(gain) on foreign exchange 164 (420)

Amounts payable to Emnst & Young LLP by the Company in respect of non-audit services were £nul (2009 £ml) In
tespect of the year ended 31 December 2010, auditor’s remuneration of £3,974 (2009 £4,739) was borne by the
Company’s subsidiary Global Crossing {UK) Telecommunications Limited on behalf of the Company The Baidco
Group paid £286,000 (2009 £450,000) to 1ts auditors 1n respect of audit services The Bidco Group also paid £12,000
(2009 £ril} to 1ts anditors m respect of non-audit services

4. Employce costs and remuneration of directors and key management
Employee costs

The average number of employees duning the year was mil (2009 i)

Employee remuneration dunng the year was also £ml (2009 £nil)

Remuneration of directors and key management
The remuneration of directors, who are the key management and personnel of the Company, 1s £ml (2009 £nil)
The number of directors accruimng benefits under money purchase schemes was two (2009 two)

All directors recerved remuneration 1n respect of services to compantes 1n the GC Group, totalling £0 4 million (2009
£0 5 nmullion) but 1t 15 not practicable to altocate this between Group Comparies

No directors exercised share options in GCL during the vear (2009 none)
s. Finance Revenue and Charges

1) Finance revenue

Year ended 31 December

2010 2009
£000 £000
Interest recervable from other GC Group Companies V' (see note 16) 505 495
Total finance revenue 505 495

M calculated using effective interest rate method
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Notes to the financial statements (continued)

5. Finance Revenue and Charges (continued)

1) Finance charges

Year ended 31 December

2010 2009
£000 £000
Interest payable to other GC Group Companies M (see note 16) 2,788 2,474
Total finance costs 2,788 2,474

 calculated using effective interest rate method

6. Taxation

There has been no current year tax charge m the year ended 31 December 2010 (2009 £ni) There have been no
deferred tax movements recognised 1n equity 1 the current or prior year

A reconcihation between the tax expense and accounting profit multiphed by the applicable tax rate for the years
ended 31 December 2009 and 2010 15 as follows

Year ended 31 December

2010 2009
£0600 £000
Accounting loss before tax (2,448) (1,561)
Tax at the UK corporation tax rate of 28% (2009 28%;) (685) 43D
Factors affecting tax charge for the year
- Adjustment for UK to UK transfer pricing 394 275
- Surrender/(utilisation} of group relief 291 162

Income tax credit reported in the statement of comprehensive loss - -

A number of changes to the UK Corporation tax system were announced mn the June 2010 Budget Statement The
Fmance (No 2) Act 2010, which was enacted on 27 July 2010, includes legislation reducmg the main rate of
corporation tax from 28% to 27% from 1 Apnl 2011 In the March 2011 Budget, it was announced that the
corporation tax rate applicable from 1 Aprif 2011 will 1n fact be 26%, However, this was not substantively enacted as
at the balance sheet date and, accordingly, not reflected in these financial statements The reduction from 26% to 25%
in the main rate of corporation tax effective from 1 April 2012, was substantively enacted on 5 July 2011 As no
deferred tax balances are recogmsed as at 31 December 2010, the impact of the March 2011 Budget release does not
have a material impact on the financial statements Further reductions are proposed to reduce the tax rate by 1% per
annum to 23% by 1 Apnl 2014 These further changes had not been substantively enacted at the balance sheet date
The overall impact 15 not expected to be material to these financial statements

7. Dividends
The directors do not recommend the payment of a dividend (2009 £n:l)
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Notes to the financial statements (continued)

8. Investments

Cost
At 1 January 2009, 31 Decemnber 2009 and 31 December 2010

PR PR NN R

Subsidiary
undertakings
£000

21,895

Details of sigmficant investments (holding greater than 20%), mcluding the name, country of mcorporation and

proportion of ownership interest 1s given below

Name of company Countrx of
meorporation

Subsidary undertaking

Global Crossing (UK)
Telecommumications Limited England
Racal Telecommunications Inc United States
of America

Joint venture undertakings

International Optical Network LLC United States
of America

9, Financial assets
Trade and other receivables

Trade and other recervables consist of

Amounts due within one year
Amounts owed by GC Group Companies (see note 16)
Other recervables

Proportion of
voting rights
and shares
held

100%, ordinary
shares

100%, ordmary
shares

50%, ordinary
shares

Nature of business

Telecommunications

Telecommunications

Telecommuntcations

31 December

2010 2009
£000 £000
8,873 8,364

3 3
8,876 8,367

Amounts owed by GC Group Companies within one year include trading and loan balances The loan balance bears
interest at 11 250% with interest being receivable quarterly mn arrears  Any interest not received by the last day of the
quarter following that to which 1s relates (the due date) will become interest beaning from that due date
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Notes to the financial statements (continued)

10. Fmancial habihties

Trade and other payables

31 December

2010 2009
£000 £000
Amounts due within one year
Amounts owed to GC Group Companies (see note 16) 20,671 17,713

Amounts owed to GC Group Companies include trading and loan balances The loan balance mncurs interest at a rate
of 12 125% with interest being payable quarterly in arrears Any interest not paid by the last day of the quarter
followng that to which 1s relates (the due date) will become interest bearing from that due date

11. Fmancial instruments
Credit risk

Credit nisk 1s the nisk that a counterparty will not meet its obligations under a financial mstrument or customer
contract, leading to a financial loss The Company 1s exposed to credit nsk from 1ts operating activities (pnmanly
from amounts owed by Group Companies) and from its financing activities, including deposits with banks and
financial mstitutions, foreign exchange transactions and other financial instruments

The Company’s principal financial assets are bank balances and cash, and amounts owed by GC Group Companies
which represent the maximum exposure to credit risk in relation to financial assets

Crednt risk related to financial mstruments and cash deposits

Credit risk from balances with banks and financial institutions 1s managed primanily by GCL on behalf of the GC
Group The Company’s maximum exposure to credit nsk for the components of the statement of financial position at
31 December 2009 and 2010 1s the carrying amounts of such balances

Treasury policy and risk management

The Company’s treasury management 1s conducted pnmarily by GCL on behalf of GC Group Companies GCL 1s
responsible for raising finance for operations, together with associated hiquidity management, and the management of
foreign exchange and interest rate nsk  Treasury operations are conducted within a framework of policies and
guidelines authonsed and reviewed by the GCL Audit Committee, which receives regular updates of treasury activity

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

Interest rate management

The Company has no sigmificant financial exposure 1n respect of interest rates  All interest bearing receivables and
payables balances are at fixed rates of interest

Foreign exchange management

As at 31 December 2009 and 2010, the spht of net interest bearing receivables/ltabilities into their core currencies
was pounds sterling 27% and 40% and US dollars 73% and 60%, respectively

The Company assesses 1ts currency exchange exposure and enters into financial instruments, as it believes necessary,
to manage nsk

In the year ended 31 December 2010, the Company recogmised a total foreign currency loss of £0 2 million (2609
gam of £0 4 million), on assets and hiabihties denominated in currencies other than our function currency
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Notes to the financial statements (continued)

11. Financial instruments (continued)

The following table 1llustrates the sensitivity on the net result for the year and equity in regards to the Company’s
financial assets and lLabilties of possible changes in the US Dollar exchange rate If pounds sterhng had
strengthened/weakened aganst the US Dollar by 10% or 25% the effects on the financial statements would be

Increase/decrease mm US Effect on profit before Effect on equity
Dollar rate tax
£000 £000
2010 +10% 641 641
- 10% (784) (784)
+25% 1,411 1,411
-25% (2,351 (2,351
2009 + 10% 622 622
- 10% (760) {760)
+25% 1,368 1,368
-25% (2,280) (2,280)

Currency risks

The Company’s currency exposures give rise to the net currency gains and losses recogmsed i the statement of
comprehensive loss Such exposures compnse the net monetary assets and Liabilities of the Company that are not
denominated 1n the functional currency of the entity mvolved The following table presents the exposure of net
foreign currency monetary hiabihities

31 December 2010 31 December 2009
US dollars Total US dollars Total
£000 £000 £000 £000
Functional currency of the Company
Pounds Sterling (7,055) (7,055) (6,842) (6,842)

Capital management

The capital structure of the Company consists of equity attributable to equity holders of the parent, comprising issued
capital and reserves The objective of the Company’s capital management 1s to enable 1t to continue as a going
concern

The Bidce Group’s abihity to access the credit markets to fund capital leases or other forms of equipment financing
depends on market conditions, which have continued to tighten over the last year due to the ongoing cnsis 1n global
capital markets and which could make 1t more difficult for the Bidco Group to obtain such funding
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Notes to the financial statements (continued)

11. Fiancial instruments (continued)
Fair values

Set out below 1s a companson by category of carrying amounts and fawr vatues of all the Company’s financial
mstruments, that are carrted 1n the financial statements

Carrying amount Fair value
2010 2009 2010 2009
£000 £000 £000 £000
Fmancial assets
- Amounts owed by GC Group Compamnes ‘" 8,873 8,364 8,873 8,364
Fmancial habilities
- Amounts owed to GC Group Companies @ (20,671) (17,713)  (20,671) (17,713)

o Classified as loan and receivables
@ Classified as financial labihty at amortised costs

The farr value of amounts owed by Group Companies due 1n less than one year approximates to their carrying value
due to their mterest bearing and short term nature

The fair value of amounts owed to Group Companies approximates to their carrymg value due to their interest bearing
and short term nature

12 Equity share capital and reserves
31 December
2010 2009
£000 £000
Authorised
350,000,000 ordinary shares of £1 each 350,000 350,000
Called up, allotted and fully paid
76,376,853 ordinary shares of £} each 76,377 76,377

The Company has one class of ordinary share which carry no right to fixed income
13. Operating lease commitments

The Company as lessor

The Company has no operating lease commitments as lessor (2009 £mil)

The Company as lessee

The Company has no operating lease commitments as lessee (2009 £nid)

14. Purchase commitments

The Company has no purchase commutments (2009 £nil)
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Notes to the financial statements (continued)

15. Ultimate parent and controlling party

At 31 December 2010, the Company’s directors regarded Temasek Holdings (Private} Limited (*Temasek™), a
company incorporated in the Republic of Singapore, as the ulimate 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

The Company’s immediate parent 1s GC Holdings Limited, a company registered in Bermuda

The smallest group wn which the results of the Company are consolidated 1s that headed by Global Crossing Limited
The consolidated financial statements of Global Crossing Limited are available from Wessex House, 45 Reid Street,
Hamilton, Bermuda

16. Related party transactions
Transactions with GC Group Companies

The Company has a number of financial relationships with GCL and other GC Group Companies which are governed
by respective intercompany agreements The debtor and creditor balances as a result of these relationships are as
follows

31 December

2010 2009
£000 £000

Debtor balance due in less than one year from
Global Crossing PEC Holdings BV 5,256 3611
Global Crossing Conferencing 3,617 -
Fibernet Holdings Limited - 4,753
8,873 8,364

Creduor balances due in less than one year to
Global Crossing Europe Limisted 16,416 13,628
Global Crossing Development Co 4,229 4,058
Other Group Companies 26 27
20,671 17,713

Interest income and charges on the above balances are as follows

Year ended 31 December

2010 2009
£000 £000
Interest recewvable from other GC Group Companies
Fibernet Holdings Limited 378 495
Global Cressing PEC Holdmgs BV 127 -
505 495
Interest payable 1o other GC Group Companies
Global Crossing Europe Limited 2,788 2,474
2,788 2,474
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Notes to the financial statements (continued)

17. Contingent liabiiities
Luigation

In the opmion of the Company’s directors there are currently no proceedings in respect of which there exists a
reasonable possibility of an adverse outcome that would have a matenal effect on the Company’s statement of
financial position, statement of comprehensive loss or statement of cash flows

18. Subsequent events
Level 3 Communications Inc

On 10 Apnl 2011, our parent entered mto an Agreement and Plan of Amalgamation (the “Plan of Amalgamation™)
with Level 3 Communications, Inc, a Delaware corporation (“Level 3), and Apolloc Amalgamation Sub, Ltd, a
Bermuda company and wholly owned subsidiary of Level 3 (“*Amalgamation Sub”), pursuant to which GCL and
Amalgamation Sub will be amalgamated under Bermuda law with the surviving amalgamated company continuing as
a subsidiary of Level 3 (the “Amalgamaton™) Under the terms and subject to the conditions of the Plan of
Amalgamation, each share of capital stock of our parent will be converted into 16 shares of common stock of Level 3
(and, 1n the case of our parent’s preferred shares, the right to receive accrued and unpaid dividends thereon) The Plan
of Amalgamation contains customary representations and warranties and covenants, and 1s subject to certamn closing
conditrons mcluding receipt of certain regulatory and governmental approvals
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