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MASERGY COMMUNICATIONS UK LIMITED
REPORT OF THE DIRECTORS

The directors present their report together with the audited financial statements for the year ended
30 June 2010

Principal activities
The prncpal activity of the company 1s the sale of network services, providing business with customer-
controlled network services for enhanced application performance

Business review

There was a profit for the year after taxation amounting to £57,267 (2009 £550,538) The directors do
not recommend the payment of a dividend

Directors
The present membership of the Board 1s set out below All served on the Board throughout the year

R Bodnar
] Tankersley

Neither of the directors who held office at the end of the financial year had any disclosable mterest in the
shares of the company According tc the register of directot’s mnterests, no nights to subscnbe for shares 1n
or debentures of the company were granted to any of the director or their immediate farmiltes, or exerased
by them, during the financial year

As the company 1s a wholly owned subsidiary of a company incorporated outside Great Britain, the
company is exempt from the requiremnent to record the directors' mterests m the ultimate parent
company

Financial risk management objectives and policies

The company uses vartous financial mstruments which include cash, trade debtors, trade creditors and
amounts due to group undertakings that anse directly from its operations The main purpose of these
financial mstruments 1s to rase finance for the company's operations The existence of these financtal
imnstruments exposes the company to a number of financial nisks, which are descrbed 1n more detail
below

The main risks ansing from the company's financial instruments are currency nisk, interest rate nisk, credit
nsk and hquidity nsk The directors review and agree policies for managing each of these nsks and they
are summansed below These policies have remained unchanged from previous years

Currency risk
The company 1s exposed to translation and transaction foreign exchange nisk

The company's financial babilities in currencies other than sterling amount to £7,950,075

(2009 £7,241,820) Foreign exchange differences on retranslation of these habihtes are taken to the profit
and loss account of the company

Page 1




MASERGY COMMUNICATIONS UK LIMITED
REPORT OF THE DIRECTORS

Liquidity risk
The company seeks to manage financial risk by ensuring sufficient hquidity 15 available to meet foreseeable
needs and to mvest cash assets safely and profitably

The company's policy throughout the year has been to achieve this objective through management's day
to day involvement mn business decistons rather than through setting maximum ot minimum hquidity
ratios

Interest rate risk
The company finances 1ts operations through retained profits

The interest rate exposure of the financial assets and habiities of the company as at 30 June 2010 1s shown
in the balance sheet The balance sheet includes trade debtors and creditors as these do not attract
interest and are therefore subject to fair value interest rate risk

Credit risk

The company's principal financial assets are cash and trade debtors The credit nsk associated wath cash 1s
lumited as the counterparties have high credit raungs assigned by mternauonal credit-ratng agencies The
principal credit risk anises, therefore, from trade debtors

In order to manage credit nsk management set luntts for customers based on a combmation of payment
history and third party credit references Credit mits are reviewed by the financial controller on a regular
basis 1n conjuncton with debt agemg and collection history

Statement of directors’ responsibilities
The directors are responsible for prepanng the Directors' Report and the finaneal statements mn
accordance with apphicable law and regulattons

Company law requures the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial statements 1n accordance with Unuted Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) The financial
statements are required by law to give a true and faic view of the state of affairs of the company and of the
profit or loss of the company for that pertod In preparing these financial statements, the directors are
required to

*  select suitable accounting polictes and then apply them conststently
*  make judgements and esumates that are reasonable and prudent

®  state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explamned in the financial statements

®  prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the

company will continue in business
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MASERGY COMMUNICATIONS UK LIMITED
REPORT GF THE DIRECTORS

Statement of directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that disclose with reasonable accuracy
at any tune the financial position of the company and enable them to ensure that the financial statements
coinply with the Compantes Act 2006 Thej 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 regularities

In so far as the directors are aware
. there 15 no relevant audit mformation of which the company's auditors are unaware, and

*  the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit informaton and to establish that the auditors are aware of that mformation

The directors are responsible for the mantenance and integnity of the corporate and financial informanon
included on the company's website Legislation 1n the United Kingdom governing the preparation and
dissemination of financtal statements may differ from legislation 1n other junsdictions

Political and charitable contributions

The company made no politcal contributions during the year Donations (o United Kingdom charnities
amounted to £l (2009 £l

Auditor

Giant Thornton UK LLP, having expressed their willingness to continue in office, will be deemed
reappointed for the next financial year n accordance with secrion 487(2) of the Companies Act 2006
unless the company recetves notce under section 488(1) of the Companies Act 2006

ON BEHALF OF THE BOARD

iz

R Bodnat
Duector
14 October 2010
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GrantThornton

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
MASERGY COMMUNICATIONS UK LIMITED

We have audited the financial statements of Maserpy Communications UK Limited for the year ended 30
June 2010 which compnise the pninapal accounung polictes, the profit and loss account, the balance sheet,
the cash flow statement and the related notes  The financial reporung framework that has been applied 1n
their preparation 1s applicable law and United Kingdom Accounting Standards (Unuted Kingdom
Generally Accepted Accounting Practice)

Thus report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of part 16
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 permutted 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 explained more fully in the Statement of Directors’ Responsibilities set out on pages 2 and 3, the
directors are responstble for the preparation of the financial statements and for being satisfied that they
give a true and fair view Our responsibility 1s to audit the financial statements 1 accordance with
applicable law and Internauonal Standards on Audiung (UK and Ireland} Those standards require us to
comply with the Audiang Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the APB's website at
www fre grg uk/apb/scope/UKINP

Opinion on financial statements
In our opiuon the financial statements

. give a true and fair view of the state of the company's affairs as at 30 June 2010 and of 1ts profit for the

year then ended,

e  have been properly prepared in accordance with United Kingdom Generally Accepied Accounting
Practice, and

®  have been prepared in accordance wath the requirements of the Compantes Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinuen the informaton given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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: o Grant Thornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MASERGY COMMUNICATIONS UK LIMITED

Matters on which we are required to report by exception

We have nothing to report i respect of the following matters where the Compantes Act 2006 requires us
to report to you if, i our opinion

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been recerved
from branches not visited by us, or

¢ the financral statements are not 1n agreement with the accounting records and rewurns, or

o certain disclosures of directors’ remuneration specified by law are not made, or

® we have not recerved all the informaton and explanatons we require for our audit

Gveat Trdieton W UUP

Richard Hagley

Sentor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Grant Thornton House

Melton Street

Euston Square

London

N1 2EP

‘ November 2010
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MASERGY COMMUNICATIONS UK LIMITED
PRINCIPAL ACCCUNTING POLICIES

Basis of Preparation

The financal statements have been prepared under the historical cost convention and 1n accordance with
Urnuted Kingdom applicable accounting standards

The company 1s exempt by virtue of section 401 of the Companies Act 2006 from the requirement to
prepare group accounts These financial statements present information about the company as an
individual undertaking and not about its group

The financial statements have been prepared on the going concern basis, notwithstanding net liabilities of
£3,802,071 (2009 £3,859,338) which the directors believe to be appropmate for the following reasons

The company is dependent for 1ts working capital on funds provided to 1t by Masergy Communications,
Inc, the company's ultimate parent undertaking

Masergy Communications, Inc has mndicated to the company that for at least 12 months from the date of
approval of these financial statements, 1t will be making funds available as are needed by the company and
in particular will not seck repayment of the amounts currently made available The directors believe this
wil! enable the company to continue 1n operational existence for the foreseeable future by meeung 1ts
liabihittes as they fall due for payment

Further, as with any company placing rehance on other group enuttes for financial support, the directors
acknowledge that there can be no certainty that thus support will continue although, at the date of
approval of these financal statements, they have no reason to behieve that 1t will not do so

Based on thus undertalung the directors believe that 1t remamns appropriate to prepare the financial
statements on z going concern basis The financial statements do not include any adjustments that would
result from the basis of preparauon being inappropnate

The pnncipal accounting policies of the company have remamed unchanged from the previous year and
are set out below

Turnover

Service revenues are recognised based on usage of 1ts telecommunications network and facihues and
contract fees The company recognises product and other service revenues when services are provided in
accordance with the contract terms and when products are delivered and accepted by the customers Cost
of service revenues includes fees pard to wholesale telecommunicanons carrters for connectvity and
collocation services provided to the company

Where contracts are signed and invoiced by the company, but include services provided by Masergy
Communications, Inc, turnover 1s recogmised pross and charges are recognised 1n cost of sales in respect

of these services provided

Turnover 1s the total amount recervable by the company for goods supphed and services provided,
excluding VAT and trade discounts
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MASERGY COMMUNICATIONS UK LIMITED
PRINCIPAL ACCOUNTING POLICIES

Tangible fixed assets and depreciation

Depreciation s calculated to write down the cost less estmated residual value of all tangible fixed assets
other than freehold land by equal annual instalments over their expected useful ives The rates generally
applicable are

Leasehold improvements Over the remainung hfe of the lease
Fixtures, fitungs and equipment 3 to 5 years
Plant and machinery 5 to 10 years

Leased assets

Assets held under finance leases and hire purchase contracts are capitalised in the balance sheet and
depreciated over their expected useful ives The interest element of leasing payments represents a
constant proportion of the capital balance outstanding and 1s charged to the profit and loss account over
the period of the lease

Al other leases are regarded as operatng leases and the payments made under them are charged to the
profit and loss account on a straight line basts over the lease term

Deferred taxation

Deferred tax 1s recognised on all iming differences where the transactions or events that give the group
an obligation to pay more tax in the future, ot a right to pay less tax 1n the future, have occurred by the
balance sheet date Deferred tax assets are recognised when 1t 1s more likely than not that they wll be
tecovered Deferred tax 1s measured using rates of tax that have been enacted or substantively enacted by
the balance sheet date

Foreign currency

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction
Monetary assets and liabthties 1n foreign currencies are translated at the rates of exchange ruling at the
balance sheet date Any gain or loss ansing from a change in exchange rates subsequent to the date of the
transaction 15 included as an exchange gain or loss 1n the profit and loss account

Liquid resources
Liquid resources are short term deposits which may be wathdrawn at more than 24 hours notice
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MASERGY COMMUNICATIONS UK LIMITED
PROFIT AND LOSS ACCOUNT

For the year ended 30 JUNE 2010

Turnover

Cost of sales

Gross profit

Admntstratve expenses
Operating profit

Interest payable and similar charges

Interest recetvable and sumilar income

(Loss)/profit on ordinary activities before taxation
Tax credit on (loss)/profit on ordinary actvities

Retained profit for the year

All transactions arise from contmumg operatons

Note 2010 2009
£ £

t  20,453,38t 18,878,288

(10,999,889) (10,900,930)

9,453,492 7,977,358

(8:430,822)  (7,011,646)

1,022,669 965,712

3 (1,714,094)  (415174)
4 23,991 - |
2 (667,434) 550,538
6 724,701 -
13 57,267 550,538

There were no recogmsed gains or losses other than the profit for the financial year

The accompanying accountng policies and notes form an integral part of these financial statements
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MASERGY COMMUNICATIONS UK LIMITED
BALANCE SHEET AT 30 JUNE 2010

Fixed assets
Tanglb]e assets

Investments

Current assets
Debtors
Cash at bank and 1n hand

Deferred tax asset
Creditors amounts faling due withun one year
Net current assets
Total assets less current hlabilities
-

Creditors amounts falling due after more than one year

Capiral and reserves
Called up share capial
Profit and loss account

Equity sharcholders' deficnt

Note

10

11

12

13
14

2010 2009
£ L
1,772,065 1,768,311
1,000 1,000
1,773,065  1,769311
2,377,608 2,171,599
655,383 354,282
1,223,661 498,960
4,256,653 3,024,841
(2,242,328)  (1,677,243)
2,014,325 1,347,598
3,787,390 3,116,909
(7,580,461) (6,976,247
(3,802,071)  (3,859,338)
1,000 1,000
(3,803,071)  (3,860,338)
(3,802,071)  (3,859,338)

The financial statements were approved by the Board of Directors on 14 October 2010

{72 p—

R Bodnar - Director

Company registration no 4170863

The accompanying accounting polictes and notes form an integral part of these financial statements
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MASERGY COMMUNICATIONS UK LIMITED
CASH FLOW STATEMENT

For the year ended 30 JUNE 2010

Net cash inflow from operating activities

Returns on mvestments and servicing of finance
Interest recerved

Interest pard
Net cash inflow from returns on investments and servicing of
finance

Taxaton

Capital expenditure and financial investment
Proceeds on disposal of tangible fixed assets

Purchase of tangible fixed assets
Net cash outflow from capital expenditure and financial
mvestment

Cash inflow before financing

Financing
Capital element of finance lease rentals

{Decrease)/increase 1n long term debt
Net cash (outflow)/inflow from financing

Increase 1n cash

Note 2010 2009
£ £

15 1,917,360 594,950
(17,282) (22,835)

(498,097)  (507,605)

(515,378)  (530,440)

1,401,982 64,509
(L100,881) 117,884
(1,100,881) 117,884

301,102 182,394

The accompanying accountng policies and notes form an integral part of these financial statements
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Turnover

The turnover and profit before tax are attributable to the principal activity of the company The whole of
revenue 1s attributable to continuing operations and arises 1n the United Kingdom

{Loss)/profit on ordinary activities before taxation

The (loss)/profit on ordinary activities before taxation 1s stated after charging

Fees pavable to the Company's anditors and 1ts Assoctates 1n respect of
- The audit of the accounts of the company
- Other services relating to taxation

Depreciation
Tangible fixed assets owned

Hire of plant and machinery under operating leases

2010 2009
£ L
16,499 24 450
6,165 7,958

511,624 373,160

Interest payable and similar charges

Exchange losses ansing on amounts owed to group undertakings
Other exchange losses

52,456 53411
2010 2009

£ £
1,714,094 388,378
- 26,786

1,714,094 415,164

Interest receivable and similar income

Exchange gains
Other interest recetvable

2010 2009

£ £
23,991 -
23,991 -
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Directors and employees

Staff costs during the year were as follows

Wages and salaties
Social secunty costs

The average number of employees of the company during the year was

Network operanons
Sales

None of the directors recetved any remuneration from the company

Tax on (loss)/profit on ordinary activities

Analysis of credit in the year

Current taxation
Deferred taxation (credit)

Total (credit)/charge for the year
Reconciliation of charge for the period
(Loss)/profit on ordmary actuvities before tax

(Loss)/ profit on ordinary acuvities multiphed by standard rate of
corporation tax mn the Unuted Kingdom of 28% (2009 28%)
Expenses not deductible for tax purposes

Capttal allowances for the period 1n excess of depreciation
Timung differences on provisions

Tax losses carnted forward/(utilised)

Total current tax
Deferred tax asset

At 1 July 2009
Deferred tax credit

At 30 June 2010

2010 2009

£ L
815,847 591,019
8,075 66,348
823,922 657,267
2010 2009
Number Number
4 4

6 5

10 9

2010 2009

£ £
{724,701) -
{724,701) -
(667,434) 550,538
(186,884) 154,153
15,183 -

- (82,824)

- (18,378)
171,701 (32,951)
(498,960) (498,960)
{724,701) -
(1,223,661) (498,960}
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Tax on (loss)/profit on ordinary activities (continued)

The tax charge 15 based on the (loss)/profit for the year and represents

{2) There 1s no charge to corporation tax due to the losses brought forward offset 1 the year

(b) Factors affecung current tax charpe

The tax assessed on the loss on ordinary activities for the year is lower than the standard rate of

corporation tax in the Unuted Kingdom of 28 % (2009 28%)

At 30 June 2010, the company had potential deferred tax assets of £1,223,661 (2009 (1,051,260} in
relatton to allowance tax losses and the difference between deprecitation on qualifying assets and
accelerated capital allowances A deferred tax asset has been recognised on the basis of the directors'

expectations that the company will utilise the losses 1n the foreseeable future

Tangible fixed assets

Fixtures,
Leasehold fithngs
improve-  Plant and and
ments machmery equipment Total
£ £ £ £
Cost
At 1 July 2009 72,261 3,588,889 40,254 3,701,404
Additions - 515,378 - 515,378
Disposals - - - -
At 30 June 2010 72,261 4,104,267 40,254 4,216,782
Depreciation
At 1 July 2009 55,032 1,837,854 40,207 1,933,093
Provided in the year 8,179 503,398 47 511,624
Disposals - - - -
At 30 June 2010 63,211 2,341,252 40,254 2,444,717
Net book amount at
30 June 2010 9,050 1,763,015 - 1,772,065
Net book amount at 30 June
2009 17,229 1,751,035 47 1,768,311
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Fixed asset investments

Shates 1n
group
undertakangs
£
Cost and net book amount
At 1 July 2009 and at 30 June 2010 1,000

The company in which the company's interest at the year end 1s more than 20% are as follows

Class and

Country of Princapal percentage of

Subsidiary undertakings incorperation activity shares held
Masergy Licensing Limuted England and Wales Dormant Ordinary 100%

Debtors

2010 2009

£ £

Trade debtors 1,581,388 1,443,586
Prepayments and accrued mcome 56,507 37,576
Other debtors 739,713 690,436

2,377,608 2,171,599

Other debtors includes an amount of £234.682 (2009 £250,443) due after more than one year

Creditors: amounts falling due within one year

2010 2009

£ £

Trade creditors 565,920 317,914
Other taxaton and social security 289,176 190,434
Accruals and deferred income 1,387,232 1,166,895

2,242,328 1,677,243
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Creditors: amounts falling due after more than one year

2010 2009
£ £
Amounts owed to parent undertaking 1,589,461 6,976,247
Share capital
2010 2009
£ £
Authorised
Equity 1,000 ordinary shares of £1 each 1,000 1,000
Allotted, called up and fully paid
Equuty 1,000 ordinary shares of £1 each 1,000 1,000
Reserves
Profit
and loss
account
L
At 1 July 2009 (3,860,338)
Profit for the year 57,267
At 30 June 2010 (3,803,071)
Reconciliation of movements in equity shareholders' deficit
2010 2009
£ £
Profit for the financial year 57,267 550,548
Shateholders' funds at 1 July 2009 (3,859,338)  (4,409,886)
Sharcholders’ funds at 30 June 2010 (3,826,061)  (3,859,338)
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

Net cash inflow from operating activities

2010 2009
£ £
Operating profit 1,022,669 965,712
Depreciation 511,624 373,160
Increase in debtors (206,009) (375,984)
Decrease/ (increase) in crechtors 565,085 {367,938)
Foretgn exchange movements 23,991 -
Net cash inflow from operatung activites 1,917,360 594,950
Reconciliation of net cash flow to movement in net debt
2010 2009
£ L
Increase in cash 1n the year 301,102 182,394
Net cash outflow/(inflow) from long term debt 1,076,888 (117,884)
Foreign exchange losses (1,690,103) (388,378)
Movement in net debt in the year (312,113) (323,868)
Net debt at 1 July 2009 (6,621,965)  (6,298,097)
Net debrt at 30 June 2010 (6,934,078)  (6,621,965)
Analysis of changes in net debt
Forergn
At July exchange At 30 Jun
2009 Cash flow movements 2010
£ £ £ £
Cash 1n hand 354,282 301,102 - 655,383
Debt due in more than one year 6,976,247y 1,076,888 (1,690,103)  (7,589,461)
(6,621,965} 1,377,990  (1,690,103)  (6,934,078)

Capital commitments

The company had no capttal commutments at 30 June 2010 or 30 June 2009

Contingent assets/liabilities
There were no contingent habihties at 30 June 2010 or 30 June 2009

Leasing commitments

Operanng lease payments amounting to £52,456 (2009 £53,411) are due wathin one year The leases to

which these amounts relate expire as follows
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MASERGY COMMUNICATIONS UK LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 30 JUNE 2010

2010 2009
Plant and Plant and
machinery  machinery

£ £

Between one and five years 52,456 53,411

Transactions with directors and other related parties

Masergy Communicauons, Inc, funds the working capital requirements for Masergy Communicatons UK
Lirmted

At 30 June 2010, Masergy Communicauons, Inc, 1s owed £7,589,461 (2009 £6,976,247) by Masergy
Communications UK Limuted This amount 15 currently non-interest beaning with no fixed repayment
date Masergy Communtcations, Inc has confirmed that that it will not demand repayment within twelve

months of the date of approval of these financal statements

During the year ended 30 June 2010 the company paid £6,627,017 (2009 £5,487,797) to Masergy
Communications, Inc by way of a2 management charge

The company has taken advantage of the exempton 1n Financial Reporting Standard No 8 "Related party
disclosures” and has not disclosed transactions with group undertakings

There are no other related party transacuons

Ultimate parent undertaking

The company s a substdiary undertakung of Masergy Commurnications, Inc, incorporated 1n the USA

The largest group in which the results of the company are consohdated 1s that headed by Masergy
Communications, Inc The consohdated accounts of thus company are not avatlable to the public
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