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Xtera Communications Ltd.

Directors' report
For the year ended 30 September 2011

The directors present their report and the financial statements for the year ended 30 September 2011
Principal activities

The prncipal acuvity duning the year was the design, manufacture, marketng and sale of optical transmission
equipment for telecommunicatons applicatons

Business review

Turmover for the year was 8,770,917 (2010 - £12 408,880} Gross margin decreased between periods by
approximately 5% due to continual price pressure within the market and delays assoctated with the launch of our
40G product Cost of matenials has decreased although the reduction has not been as great as the reduction i
seling prices  Operational expenditures were within budget and higher than fiscal 2010 due to costs associated with
the final development work related to the 40G product Profit for the year was £199,663 (2010 - £1,438,426) and
was below management’s expectations due to the overall weak market

A significant portion of our focus n fiscal 2011 reflects the development of our 40G NXT product offering

During the year, we have substantially completed development of the product and have made a significant
investment 1n the Company’s future Research and development expenditures are up approximately 30% over 2010
as a result of these efforts It 1s anticipated that the expenditure for research and development will remain at this
higher level as we continue to develop a 100G NXT product offering

We currently have a significant order for our 40G solunon and are anucipating commercial acceptance of the system
in the first haif of fiscal 2012  Additionally, we continue development of our 100G networks solution that will be
commercally available 1n late fiscal 2012 or early fiscal 2013 The 40G and 100G product lines will allow the
Company to remain a leader in the submarme telecommurnications equipment market We will continue to secure
additional deployments, expand existing deployments and maximize gross margin  The addition of the 40G

network solution will provide additional leverage 1o maintamn or mcrease our level of gross margin  Compenuve and
economic forces will be a significant challenge, although migration toward the 40G network solutton will allow us to
significantly grow turnover Operauonal costs are expected to be simtlar to fiscal 2011

Results

The profit for the year, after taxaton, amounted to £199,663 (2010 - £1,438,426) The directors cannot
recommend a dividend for the year ended 30 September 2011 (2010 - £rul)

Key performance indicators
Financial

1 Turnover is a key measure of the company's performance Sales for the year were £8 8m (2010 - £12 4m)

2 Gross profit 1s a key indicator of the company's performance The gross profit for the financial year was £3 Om
(2010 - £5 Om)

3 Net worth 15 seen as an important target for the business At the year end, the level of shareholders' funds was
£20m (2010 - £1 8m)
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Xtera Communications Ltd.

Directors' report
For the year ended 30 September 2011

Financlal risk management objectives and policies

The company acuvely monstors a mixture of long-term and short-term debt finance, including trade creditors, that
1s designed to ensure the company has sufficient available funds for operauons and planned grants

The company's operations and debt financing expose 1t to a vanety of financial risks that include currency sk,
interest rate nsk and credit sk Given the size of the company, responsibility for monitoring financial risk
management 15 1n the hands of the Board The Board seeks to limt the adverse effects on the financial

performance of the company by menitonng levels of debt finance and the related finance costs  The company does
not use denvative financial instruments to manage financial risks and as such, no hedge accounting 1s applied

Currency nsk

The company 1s exposed to transaction foreign exchange nsk The directors seek, whenever possible, to use sterling
as the currency denommation when transacting with foreign suppliers If considered necessary, transaction
exposures, including those associated with forecast transactions, are hedged when known, principally using forward
currency contracts Whilst the aim 15 to achieve an economic hedge the company does not adopt an accounting;
policy of hedge accounting for these financial statements

Interest rate risk
The company has both interest beaning assets and interest bearing llabilittes  Tnterest bearing assets include only
short-term depostts, which eamn mterest at a fixed rate, and cash balances, which eam interest at a floating rate

Credit nsk

The company seeks to manage 1ts credit risk by dealing wath established customers or otherwise checking the credut-
worthiness of new customers, establishing clear contractual relationships with those customers, having credit
mnsurance protection and by idenufymng and addressing any credit 1ssues ansing in a tmely manner

Research and development

The company continued with its programme of research and development and this activity 1s conunuing in
2011/2012 Research and development expenditure for the year was £2,303,609 (2010 - £1,767,324) of which an
amount of £462,595 (2010 - £273,134) was included 1n the research and development tax claim submutted to HM
Revenue & Customs

Directors
The directors who served duning the year were
P Colan

] Hopper
H Fevrier (appointed 2 December 2011)

Statement of directors’ responsibilities

The directors ate responsible for prepanng the Directors' report and the finanaal statements 1n accordance with
appbcable law and regulations
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Xtera Communications Ltd.

Directors' report
For the year ended 30 September 2011

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial staternents m accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accountng Standards and applicable law). Under company law the
directors must not approve the financial statements unless they are satsfied that theey give a true and fair view of
the state of affairs of the company and of the profit or loss of the company for that pertod In preparing these
financial statements, the directors are requured to

. select sutable accountng policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,
. prepare the financial statements on the going concern basis unless 11 1s mappropnate to presume that the

company will continue 1n busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and 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 detecuon of fraud and other irregularities

Provision of information to auditor

Each of the persons who are directors at the time when this Directors' reportis approved has confirmed that

. 50 far as that director 15 aware, there 15 no televant audit mformaton of whitch the company's auditor 1s
unaware, and

. that director has taken all the steps that cught to have been taken as a director 1n order to be aware of any
information needed by the company's auditor in connection with preparing 1ts report and to establish that
the company's auditor 1s aware of that mformation

Auditor

Grant Thornton UK LLP, having exptressed their wallingness to continue in office, will be deemed reappomted for
the next financial year 1n accordance with sectton 487(2) of the Companies Act 2006 unless the company receives
notice under section 488(1) of the Companies Act 2006

Thus report was approved by the board on |} Jamaveed 2o and signed on its behalf

[

P Colan
Director
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@ GrantThornton

Independent auditor's report to the members of Xtera
Communications Ltd.

We have audited the financial statements of Xtera Communications Ltd for the year ended 30 September 2011,
which compnse the profit and loss account, the balance sheet, the cash flow statement and the related notes. The
financial reporting framework that has been applied in their preparation 1s applhicable law and United Kingdom
Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

Thus report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compantes 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
permitted by law, we do not accept or assume responstbility to anyone other than the company and the company's
members as a body, for our audit work, for this report, or for the optruons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of directors' responsibilities, the directors are responsible for the
preparation of the financial statements and for being satsfied that they give a true and fair view Our responsibility
15 to audit and express an opinion on 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 Practces Board's
Ethucal Standards for Audstors

Scope of the audit of the financial statements
A description of the scope of an audit of financal statements 1s provided on the Auditing Pracuces Board's website
at www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opimion the financial statements

. give a true and fair view of the state of the company's affairs as at 30 September 2011 and of 1ts profit for the
year then ended,

] have been properly prepared mn accordance with Unuted Kingdom Generally Accepted Accountng Pracuce,
and

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

Opinion on other matter prescribed by the Companies Act 2008
In our opion the mformation 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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@ GrantThornton

Independent auditor's report to the members of Xtera
Communications Ltd.

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Compantes Act 2006 requires us to report
to you 1f, in our opinion

. adequate accounting records have not been kept, or returns adequate for ouraudit have not been received
from branches not visited by us, or

. the financial statements are not 1 agreement with the accounting records and returns, or
. certain disclosures of directors’ remuneration specified by law are not made, or
. we have not recetved all the information and explanauons we require for our audat

.. A i A

n Corbishley (Senior statutory auditor)
or and on behalf of
Grant Thornton UK LLP
Chartered Accountants
Statutory Auditor
Kettering
Date

17T JTarmcaec+ 012
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Xtera Communications Ltd.

Profit and loss account
For the year ended 30 September 2011

Turnover

Cost of sales

Gross profit

Admnistrative expenses

Operating profit
Interest recetvable and similar income

Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Profit for the financial year

All amounts relate to continuing operattons

Note

1,2

15

2011 2010
£ £
8,770,917 12,408,880
(5,737,681) (7,439,411)
3,033,236 4,969,469
(2,836,236) (3,347,536)
197,000 1,621,933
443 201
- (195,208)
197,443 1,426,926
2,220 11,500
199,663 1,438,426

Thete were no recogrused gains and losses for 2011 or 2010 other than those 1ncluded in the profit and loss

account

The notes on pages 9 to 20 form part of these financial statements
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Xtera Communications Ltd.
Ragistered number: 4260336

Balance sheet
As at 30 September 2011

Fixed assets

Tangible assets

Current assets
Debtors
Cash at bank

Creditors: amounts fallmg due within one
year

Net curtent assets

Total assets less current liabithities

Creditors: amounts falling due after more
than one year

Provisions for hhabilities

Other provisions

Net assets

Capital and reserves
Called up share capital
Share premium account
Other reserves

Profit and loss account

Shareholders' funds

Note

10

11

12

14
15
15
15

16

201

313,334

3,923,120
1,431,862

5,354,982

(396,052)

4,958,930
5,272,264

(3,124,996)

(176,504)

1,970,764

5,109
20,344,530
10,287,160

(28,666,035)

1,970,764

2010

£ L

218,103
5,351,330
713,494
6,064,824
(366,484)

5,698,340

5.916,443

(3,990,277)

(155,065)

1,771,101

5,109

20,344,530

10,287,160

(28,865,698)

1,771,101

The financial statements were approved and authorised for 1ssue by the board and were signed on 1ts behalf on
1L JAuere— 0O

] Hepper /

1rector

The notes on pages 9 to 20 form part of these financial statements
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Xtera Communications Ltd.

Cash flow statement
For the year ended 30 September 2011

Net cash flow from operating activities
Retumns on mnvestments and servicing of finance
Taxation

Capital expenditure and financial investunent

Increase/(Decrease) n cash in the year

Note

17
18

18

2011 2010
£ £
913,362 20,858
443 201
11,500 -
(206,937) (193,268)
718,368 (172,209)

Reconciliation of net cash flow to movement in net funds/debt

For the year ended 30 September 2011

Increase/(Decrease) in cash 1n the year

Movement 1n net debt 1n the year
Net funds at 1 October 2010

Net funds at 30 September 2011

The notes on pages 9 to 20 form part of these financial statements

2011 2010

£ £
718,368 (172,209)

718,368 (172,209)
713,494 885,703
1,431,862 713,494



Mtera Communications Ltd.

Notes to the financial statements
Fort the year ended 30 September 2011

1.

Accounting policies

11

1.2

Basis of preparation of financial statements

The financial statements have been prepared under the histoncal cost convention and in accordance
with applicable accounting standards

The accounung peolicies remain unchanged from the prior year

The financial statements have been prepared on a going concern basis, which assumes that the
company will conunue to trade for the foreseeable future Dunng the year the company generated a
profit after tax of £0 2m (2010 - £1 4m) and had an accumulated profit and loss account deficit of
£28 7m at 30 September 2011

The directors have obtained confirmation that the parent company, Xtera Communications Inc , will
continue, as far as they are able, to provide financial support for the company through the group
creditor balances which wall enable 1t to continue 1ts activities for the foreseeable future As a result, the
directors believe that the company will remain financially viable and therefore that it 1s approprate that
these financial statements are prepared on the going concemn basts This basis of preparation assumes
that the company will continue in operational existence for a period of at least twelve months from the
date of approval of these financial statements, the validity of which depends on Xtera Communications
Ltd not being required to repay the balance to Xtera Communications Inc The financial statements do
not include any adjustments that mught anise :f the going concern basts 1s not appropriate

Turnover

The company recognizes 1ts revenue in accordance with the Revenue Recognition of the FASB ASC
and UK GAAP Revenue 1s recognized when persuasive evidence of an arrangement exsts, delivery has
occurred, the sales price 1s fixed or determinable and collection 1s reasonably assured Delivery does not
occur until products have been shipped or services have been provided to the customer and ute and
risk of loss have transferred to the customer The company also provides for estmated costs that may
be incurred for product warranties and for sales returns When other signmificant obligations or
acceptance terms rematn after products are delivered, revenue ts recognized only after such obligations
are fulfilled Revenue 1s recogmzed net of cash discounts and sales tax

Contracts for optical netwotk solutions often mnvolve muluple deliverables which may include any
combination of products, solutions, installaton or other services Revenue under multiple element
arrangements 1s recognized 1n accordance with the Accounting for Revenue Arrangements with
Mulnple Deliverables of the FASB ASC A multiple-element arrangement 1s separated into more than
one unit of accountng 1f all of the following criteria are met

* The delivered item(s) has value to the client on a stand-alone basts,

* If the arrangement includes a general right of return relative to the delivered item(s), delivery or
performance of the undelivered item(s) 1s considered probable and substanually 1n the control of the
company
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Xtora Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

1.

Accounting policies (continued)

13

The guidance establishes a selling price hierarchy for determining the selling price of a deliverable in a
sale arrangement The selling price for each deliverable 1s based on vendor-speafic objective evidence
(VSOE) 1f available, third-party evidence (TPE) 1f VSOE s not avaihhble, or the Company’s best
estimated selling price (BESP) if nesther VSOE nor TPE are available This method allocates any
discount in the arrangement proportionately to each deliverable on the basis of the deliverable’s
estimated fair value

VSOE of selling price 1s used 1n the selhng price allocauon where it exssts. Flowever, in most instances,
VSOE 1s unavailable for the Company’s products because the product solution delivered differs for
each customer Further, substantial majority of the selling prices of each deliverable 1in our product
solution offerings has not been consistent, and do not fall within a reasonable narrow pricing range

Xtera’s product solutions contan significant elements of proprietary technology and the solution
offered differs substantially from that of the competitors Also, the Company’s product offerings
contain a significant level of configuration unique to a speafic customer installation and network which
will not generally be interchangeable with a third party product soluton Furthermore, the Company 1s
unable to legally and reliably deterrmune what sumilar competitor products® selling prices are on a
standalone basis Therefore, 1t 1s typically difficult to obtain the relnble standalone competiave pricing
necessary to establish TPE

Instances where established VSOE or reliable TPE 1s unavalable for the Company products, the
Company uses BESP 1n 15 allocation of arrangement consideration VSO 1s nnavaitlable for the
Company products because the product solution delivered differs for each customer In addinon,
reliable TPE does not exst because our product solutton is configured to comply with a pre-defined set
of customer specific ctiterta which largely will not be interchangeable with a third party product
solution The objective of BESP 1s to determune the price at which the Company would transact a sale
if the product or service were sold on a stand-alone basis The Company determines BESP for a
product ot service by considenng multiple factors including, but notimited to, cost of production,
market conditions, competitive landscape, gross margin ob]ectlvcs, pricing practices, gcographles,
customer classes and distnbuton channels

Defetred revenue is recorded when cash has been received from the customer and the arrangement
does not qualify for revenue recognition under the revenue recognition policies descnibed above Costs
incurred for projects not completed are deferred and recorded as a cost upon recognition of the related
revenue

Tangible fixed assets and depreciation
Tangtble fixed assets are stated at cost less deprecation Depreciation 1s provided at rates calculated to

write off the cost of fixed assets, less their esumated residual value, over their expected useful hives on
the following bases

Test equipment - over2-3years
Office equipment and fittings - overl-3years
Computer equipment - over 2 -3 years
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

1.

Accounting policies (continued)

14

15

1.6

1.7

1.8

1.9

Stocks

Stocks are valued at the lower of cost and net realisable value after making due allowance for obsolete
and slow-moving stocks

Operaung leases

Rentals under operating leases are chatged to the Profit and loss account on a straight hne basis over
the lease term

Deferred taxation

Full provision 13 made for deferred tax assets and liabilites ansing from all uming differences between
the recogmtion of gains and losses m the financial statements and recognition 1n the tax computation

A net deferred tax asset 1s recognised only 1f 1t can be regarded as more likely than not that there will be
suitable taxable profits from which the future reversal of the underlying tming differences can be
deducted

Deferred tax assets and habilities are calculated at the tax rates expected to be effective at the tme the
timing differences are expected to reverse

Deferred tax assets and liabilities are not discounted
Foreign currencies

Monetary assets and habilittes denomunated i foreign currencies are translated into sterhng at rates of
exchange ruling at the balance sheet date

Transacuons 1n foreign currencies are translated mto sterling at the rate ruling on the date of the
transaction

Exchange gains and losses are recogrused 1n the profit and loss account

Research and development

Research and development expenditure 1s written off 1n the year in which 1t 1s incurred
Pensions

The company operates a defined contribution pension scheme and the pension charge represents the
amounts payable by the company to the fund n respect of the year
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

1.

Accounting policies {continued)

1.10 Financial instruments

Financial habilities and equaty instruments ate classified according to the substance of the contractual
arrangements entered into An equity mstrument 1s any contract that evidences a restdual interest 1n the
assets of the enuty after deducung all of 1ts financial habilives

Where the contractual obligations of financial instruments (including share capital) are equivalent to a
stmilar debt instrument, those financial instruments atre classed as financial habilittes Finaneat habilities
are presented as such in the balance sheet Finance costs and gains or losses relating to financal
liabilities are mcluded 1n the profit and loss account Finance costs are calculated so as to produce a
constant rate of return on the outstanding habiity

Where the contractual terms of share capital do not have any terms meeting the defimtion ofa financial

liability then this 15 classed as an equity instrument. Dividends and distnbutions relatung to equity
instrements are debited direct to equity
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

3.

4.

Tumover

The whole of the tumnover 1s attributable to the one poncipal acuvity of the company The company's

turnover for the year was £8,770,917 (2010 - £12,408,880)

A geographical analysis of turnover 1s as follows

United Kingdom
Rest of Europe
Rest of wotld

Other operating charges

Dustribution costs
Admunstrative expenses

Operating profit

The opetating profit 1s stated after charping

Depreciation of tangible fixed assets
- owned by the company
Auditor's remuneration
Operating lease rentals
- Land and buildings
Loss on foreign exchange
Research and development expenditure

Durning the year, no director recerved any emoluments (2010 - £INIL)

2011 2010

£ £
259,093 1,889,843
872,280 12,020
7,639,544 10,507,017
8,770,917 12,408,880
2011 2010

£ £
1,310,913 1,456,289
1,525,323 1,891,247
2,836,236 3,347,536
2011 2010

£ £

111,706 64,542
17,000 16,500
135,348 135,348
81,171 123,923
2,303,609 1,767,324
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Xtaera Communications Ltd.

Notes to the financial statements

For the year ended 30 September 2011

Staff costs

Staff costs were as follows

Wages and salaries
Social secunty costs
Other pension costs

The average monthly number of employees, ncluding the directors, during the year was as follows

Sales and marketing
Research and development
Administraton

Operations

Interest payable

On loans from group undertakings

Taxation

UK corporation tax credit on profit for the year

2011
£

1,989,680
264,157
39,061

2,292,898

2011
No.

2011

2011
£
(2,220)

2010

£
1,907,556
213,760
38 859

2,160,175

2010
No

18

27

2010
£
195,208

2010
£
(11,500)
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

7.

Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year 1s lower than (2010 - lower than) the standard rate of corporatton tax in the UK

of 27% (2010 - 28%) The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary activittes multiphied by standard rate of
corporation tax i the UK of 27% (2010 - 28%)

Effects of:

Expenses not deductible for tax purposes, other than goodwall
amortisation and impairment

Capital allowances for year 1n excess of depreciation

Utilisation of tax losses

Adjustments to tax charge in respect of prior periods

Non-taxable income

Current tax credit for the year (see note above)

Factors that may affect future tax charges

Unrelieved tax losses of £236m (2010 - £22 8m) remain available to offset agamnst furure

profits

2011 2010
£ £
197,443 1,426,926
53,310 399,540
2,114 1,127
(70,251) (70,695)
229,759 (329,947)
- (11,525)
(217,152) -
(2,220) (11,500)

taxable trading
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

Tangible fixed assets

Cost

At 1 October 2010
Additions
Transfer between classes

At 30 September 2011

Depreciation

At 1 October 2010
Charge for the year

At 30 September 2011

Net book value
At 30 September 2011

At 30 September 2010

Debtors

Due after more than one year

Amounts recoverable on long term contracts

Due within one year

Trade debtors
Other debtors

Prepayments and accrued income
Amaounts recoverable on long term contracts

Office
Test equipment  Computer Construction

equipment and fitings equipment in progress Total
£ £ L £
1,707,938 137,545 262,648 185,340 2,293,471
183,263 11,681 11,993 - 206,937

185,340 - - (185,340) -
2,076,541 149,226 274,641 - 2,500,408
1,700,349 120,760 254,259 - 2,075,368
95,874 6,430 9,402 - 111,706
1,796,223 127,190 263,661 - 2,187,074
280,318 22,036 10,980 - 313,334
7,589 16,785 8,389 185,340 218,103
2011 2010
£ £
904,959 2,758,196
201,270 1,202,971
18,304 21,324
113,251 73,733
2,685,336 1,289,106
3,923,120 5,351,330
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Xtera Communications Ltd.

Notes to the financial statements

For the year ended 30 September 2011

10.

1.

12.

Creditors:
Amounts falling due within one year

Ttade creditors
Social security and other taxes
Accruals and deferred income

Creditors:
Amounts falling due after more than one year

Amounts owed to group undertakings

Provisions

At 1 October 2010
Created
Amounts released

At 30 September 2011

2011

£
77,498
74,482
244,072

396,052

2011
£
3,124,996

2010

L

79,822
74,508
212,154

366,484

2010
£
3,990,277

Warranty
provision

£
155,065
133,280
(111,841)

176,504
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

13.

14.

15.

16.

Deferred taxation

The company's provision for deferred taxaton conststs of the tax effect of uming differences in respect of

2011 2011 2010 2010
Provided Unprovided Provided Unprovided
£ £ £ L
Accelerated capital allowances - 191,984 - 279,612
Short term uming differences - 31,390 - 186,890
Tax losses carried forward - 6,128,347 - 6,372,840
Net deferred tax asset - 6,351,721 - 6,839,342
Share capital
2011 2010
£ £
Authonsed
13,192 Ordinaty shares of £1 each 13,192 13,192
Allotted, called up and fully paid
5,109 Ordinary shares of [1 each 5,109 5,109
Reserves
Share
premium Other Profit and
account reserves loss account
£ £ £
At 1 October 2010 20,344,530 10,287,160  (28,865,698)
Profit for the year - - 199,663
At 30 September 2011 20,344,530 10,287,160  (28,666,035)
Reconciliation of movement in shareholders’ funds
2011 2010
£ £
Opening shareholders' funds 1,771,101 332,675
Profit for the year 199,663 1,438,420
Closing shareholders' funds 1,970,764 1,771,101
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Xtera Communications Ltd.

Notes to the financial statements

For the year ended 30 September 2011

17. Net cash flow from operating actlvities

Operatng profit

Depreciation of tangible fixed assets
Decrease/(increase) in debtors
(Decrease)/increase 1n creditors
Increase in provisions

Net cash inflow from operating activities

18. Additional cash flow statement analysis

Returns on investments and setvicing of finance

Interest received

Capital expenditure and financial investment

Purchase of tangible fixed assets

19. Analysis of changes in net debt

Cash at bank and 1n hand

Net funds

20. Contingent liabilities

2011 2010
£ £
197,000 1,621,933
111,706 64,542
1,418,929 (1,954,518)
(835,712) 133,836
21,439 155,065
913,362 20,858
201 2010
£ £
443 2m
201 2010
£ £
(206,937) (193,268)
Other
non-cash
1 October Cash flow changes 30 September
2010 2011
£ £ £ £
713,494 718,368 - 1,431,862
713,494 718,368 - 1,431,862

There were no conungent hiabilities at 30 September 2011 or 30 September 2010

241. Capital commitments

The company had no capital commuitments at 30 September 2011 or 30 September 2010

22. Pension commitments
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Xtera Communications Ltd.

Notes to the financial statements
For the year ended 30 September 2011

23.

24.

The company operates a defined conuwibuton scheme for s directors and employees The assets of the
scheme are held separately from those of the company 1n an independently admimstered fund The pension
charge for the year was £39,061 {2010 - £38,859) and £3,443 (2010 - {3,334) was included 1n creditors at the
year end

Operating lease commitments

At 30 September 2011 the company had annual commutments undet non-cancellable operatung leases as
follows

Land and buildings

2011 2010
£ L
Expiry date:
Within 1 year 100,559 -
Between 2 and 5 years - 124,000

Related party transactions

As a subsidiary undertaking, 100% of whose voting nights are controlled wathun the group, the company has
taken advantage of the exemption not to disclose transactions wath entiites that are part of the group, mn
accotdance with FRS8

Controlling party

The company's immediate parent undertaking 1s Azea Networks Inc, which 1s incotporated in the State of
Delaware, USA and its ulumate parent undertaking and controlling party 1s Xtera Communications Inc,
which 1s mncorporated in the State of Delaware, USA, and this 15 the lagest and smallest group of which the
company 1s a member and for which group financial statements are prepared. Copies of these group financial
statements may be obtained from the company secretary
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