Consolidated Balance Sheet
(Unaudited)

As at September 30th, 2010 (with comparative numbers as at March 31st, 2010)

Consolidated Statement of Operations
(Unaudited)

For the 6 month period ended September 30th, 2010

Consolidated Statement of
Comprehensive Income
(Unaudited)

For the 6 month period ended September 30th, 2010

30th September 30th September

2010 2009

Accumulated other comprehensive income (loss) $ 48,889 $ (1,322,211)
- beginning of period

Appreciation (depreciation) during the period 121,841 (99,424)

Realized (depreciation) appreciation on (45,281) 197,553

investments during the period

Other comprehensive income (loss) - end of period  $ 125,449 $ (1,224,082)

Consolidated Statement of Cash Flow
(Unaudited)
For the 6 month period ended September 30th, 2010

30th September 30th September

YEAR ENDED
30th September 31st March 30th September 30th September
2010 2010 2010 2009
ASSETS REVENUES AND OTHER INCOME
Current Assets Wireline revenues $ 23976396 $ 25,611,429
: Wireless revenues 8,850,046 10,486,676
Cash and cash equivalents $ 48223380 $ 7,199,456 International long distance and network revenues 11,642,152 11,335,429
Accounts receivable 9,973,077 8,824,993 International capacity 507,154 406,230
Merchandise, materials and supplies 3,975,516 5,049,060 Other revenues 7,674,458 9,757,071
Prepaid d oth ik 5,038,757 5,679,684
EpleleparEs et s e i R Total operating revenues 52,650,206 57,596,835
Total current assets 23,809,730 26,753,193
Non-current Assets EXPENSES
Marketable securities 901,434 575,295 Salaries and employee benefit expenses 18,497,030 21,445,856
Investments 14,105,359 12,319,538 Staff termination costs 2,984,999 —
Capital assets, net 111,097,550 112,808,843 Maintenance expenses 11,631,650 10,230,157
Intangible assets, net 7,541,620 8,122,345 General and administration expenses 6,321,940 7,400,458
Goodwill 3,701,460 3,701,460 Government taxes, fees and levies 2,239,931 2,191,342
Deferred pension asset 435,000 435,000 Amortisation and depreciation 8,935,786 10,432,804
Total assets $ 161,592,153 $ 164,715,674 Total expenses 51,111,336 51,700,617
LIABILITIES Net income before undernoted items 1,638,870 5,896,218
C liabiliti Equity earnings in affiliates 1,574,728 1,109,675
urrent liabilities Investment income (loss) 17,173 (85,507)
Bank overdraft $ 1508212 % 59,750 Non-controlling interests 87,548 214,127
Accounts payable and accrued liabilities 12,259,928 14,199,454
Long-term debt redemption amounts unclaimed 544,564 552,004 =
Preferred share redemption amounts unclaimed 887,406 945,132 Net income $ 3218319 $ 7,134,513
Dividend payable 1,747,631 2,184,538
Deferred income 34,075 1,794,706 .
Earnings per common share
Total current liabilities 16,981,816 19,735,584 Basic and fully diluted $ 022 $ 0.49
Non-current liabilities
Deferred investment gain 373,378 497,830 Consolidated Statement of Retained
Accrued post-retirement medical benefits 2,829,609 2,757,210 Ea rn | n gs
Total liabilities $ 20,184,803 $ 22,990,633 .
(Unaudited)

EQUITY

Equity attributable to owners of the parent

Share capital 3,640,908 3,640,908

Share premium 83,413,733 83,413,733

Contributed surplus 20,920,454 20,920,454

Accumulated other comprehensive income 125,449 48,889

Retained earnings 33,306,806 34,687,616
141,407,350 142,711,600

Non-controlling interests — (986,559)

Total equity 141,407,350 141,725,041

For the 6 month period ended September 30th, 2010

30th September 30th September
2010 2009

Retained Earnings - beginning of period $ 34,687,616 $ 37,112,177

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for period $ 3,218,319 $ 7,134,513
Items not affecting cash
Amortisation 8,935,786 10,432,804
Net realized (gain) loss on marketable securities (17,173) 127,413
Equity earnings in affiliates (1,574,728) (1,109,675)
Non-controlling interest (87,548) (214,127)
10,474,656 16,370,928
Increase in non-cash working capital (2,048,097) (7,087,808)
Cash provided by operating activities 8,426,559 9,283,120
Cash flows from investing activities
Investments, net (274,718) (531,023)
Acquisition of remaining shares of subsidiary (1,103,869) —
(Purchase) sale of marketable securities, net (232,406) 2,190,198
Acquisition of capital assets (6,643,768) (6,176,242)
Cash used for investing activities (8,254,761) (4,517,067)
Cash flows from financing activities
Bank overdraft 1,448,461 (328,616)

Redemption of notes payable (7,440) —
(16,858)

Total liabilities & equity $161,592,153 $ 164,715,674

Redemption of preferred shares (57,726)
et leaiie 3218319 7134513 Dividends paid on common shares (3,932,169) (4,369,090)
37,905,935 44,246,690 Cash used for financing activities (2,548,874) (4,714,564)
Purchase remaining shares of subsidiary (1,103,869) = . . .
» (Decrease) increase in cash and cash equivalents (2,377,076) 51,489
Dividends declared
C2EI0 - EOIMED SIS (ieiel) Eeleziiet) Cash and cash equivalents - beginning of period 7,199,456 7,480,047

Retained earnings - end of period $ 33,306,806 $ 39,877,600

Cash and cash equivalents - end of period $ 4,822,380 $ 7,531,536

Notes to Consolidated Financial
Statements
(Unaudited)

1.

Basis of Presentation and Transition to International Financial
Reporting Standards (“IFRS")

The Company prepares its financial statements in accordance with Canadian generally
accepted accounting principles as set out in the Handbook of the Canadian Institute of
Chartered Accountants (“CICA Handbook”). In 2010, the CICA Handbook was revised to
incorporate IFRS and require publicly accountable enterprises to apply such standards
effective for years beginning on or after January 1, 2011.

These unaudited interim financial statements follow the same accounting policies
and methods of their application as our March 31, 2010 financial statements. These
unaudited interim financial statements should be read in conjunction with the March 31,
2010 audited financial statements. The Company will commence reporting under IFRS
for the period beginning April 1, 2011.

. Adoption of Accounting Standards

The CICA Handbook has issued a new accounting standard that is applicable to the
Company’s 2011 fiscal year. The new accounting standard is as follows:

Non-controlling Interests

Section 1602 of the CICA Handbook applies to interim and annual financial statements
relating to fiscal years beginning on or after January 1, 2011, with the option for early
adoption. The Company has elected to early adopt. The Company has included the
requirements of this new standard in note 5 of these financial statements. Under Section
1602, non-controlling interests of $87,548 in the unaudited consolidated statement of
operations for the six month period ended September 30, 2010 are presented as a
recovery of the subsidiary net loss for the period. Non-controlling interest of ($986,559)
at April 1, 2010 and Nil at September 30, 2010 in the consolidated balance sheet are
classified as equity but are presented separately from the parent shareholder’s equity.

Under previous Canadian GAAP, non-controlling interests in the subsidiary’s net loss
were presented as income in arriving at consolidated net profit in the consolidated
statement of operations. Non-controlling interest in the consolidated balance sheet was
previously classified with total liabilities.

. Segmented Information

Reportable segments correspond to the Company’s internal organizational structure
rather than the industry and geographic areas of operation. The Company operates
the following reportable segments that are managed as separate business units as they
operate in different industries and require different market strategies and technologies.
The reportable segments are: The Bermuda Telephone Company (“BTC”), Logic
Communications Ltd. (“Logic”), M3 Wireless Ltd. (“M3"), Bermuda Yellow Pages
Limited (“BYP”"), WestTel Limited (“WestTel”) and Cable Co. Ltd. (“Cable Co.”).

. Intangible Asset

KeyTech currently has several leases providing international telecommunication capacity.
During the six month period ended September 30, 2009, one of these leases classified
as an intangible was impaired to reflect its current fair market value. An impairment
adjustment of $700,000 is included in the total amortization expense for the prior period
ended September 30, 2009. No further impairment adjustments have been recorded.

. Acquisition of Non-controlling Interest

On June 25, 2010 the Company acquired the remaining 33% of the common shares of a
subsidiary, WestTel, raising its equity interest to 100%, for cash consideration of $29,762.
Under Section 1602 of the CICA Handbook, this has resulted in a charge to retained
earnings of $1,103,869, representing the non-controlling interest in the consolidated
balance sheet on date of acquisition of $1,074,107 and total cash consideration of
$29,762 for the remaining common shares.

. Comparative Figures

Certain comparative amounts have been reclassified to conform to the current period’s
presentation.

Segment Information
For the 6 month period ended September 30th, 2010

Segment Information
For the 6 month period ended September 30th, 2010

2010 2009 2010 2009
Revenues from external customers Revenues by service
BTC . $ 25626150 $ 27,608417 Domestic wireline services $ 23,075870 $ 24,549,667
M3 Wireless 8,813,005 10,548,800 International long distance and network 11,642,152 11,335,429
Logic 9,364,244 10,119,221 Domestic wireless 8,850,046 10,486,676
BYP 5,413,561 5,728,889 . .
WestTel 2857948 3,005,473 International interconnection fees 900,527 1,061,763
Cable Co. 507,154 406,230 Hardware and software sales 621,954 1,508,811
Directory 5,422,210 5,728,889
otal e daiy Consulting services 1,078,509 1,534,137
Revenues from internal customers International capacity 507,154 406,230
BTC $ 2844860 $ 2559397 Other services 551,784 985,233
M3 Wireless 287,134 330,627 $ 52,650,206 $ 57,596,835
Logic 751,722 264,962
BYP 248973 248,083
WestTel 44,370 — RECONCILIATIONS
Cable Co. 266,664 266,664
Revenue from external customers
Total $ 4443723 $ 3,669,733 Total segment revenues from external customers $ 52,582,062 $ 57,417,031
Amortization Non-segment other income 68,144 179,805
BTC $ 4948617 $ 4,841,749 $ 52,650,206 $ 57,596,836
M3 Wireless 1,765,048 2,365,502
Logic 798,318 1,588,968 e
BYP 26,470 30,434 Amortization
WestTel 570,759 914,688 Total segment amortization $ 9003884 $ 10,635,222
Cable Co. 894,672 893,881 Non-segment amortization 216,437 64,246
Total $ 9,003,884 $ 10,635,222 Elimination of inter-company amounts (284,535) (266,664)
Operating expenses $ 8,935,786 $ 10,432,804
BTC $ 22325798 $ 21,124,306
M3 Wireless 6,526,700 6,149,826 Operating expenses
Logic 7,764,714 7,326,769 Total segment operating expenses $ 44897898 $ 42,847,856
BYP 3,422,047 3,757,743 -~ )
Non-segment operating expenses 1,149,519 1,823,027
WestTel 3,605,722 3,720,114 S .
Cable Co. 1252917 769,098 Elimination of inter-company amounts (3,871,867) (3,403,069)
Total $ 44,897,898 $ 42,847,856 $ 42,175,550 $ 41,267,814
Interest expense on long term debt T —_— .
nterest expense on long term de
agCWirel - $ égg{gg $ %ég%g Total segment interest expense $ 381,944 $ 438,450
Logic T T Elimination of inter-company amounts (381,944) (438,450)
BYP — — — —
WestTel — — $ $
Cable Co. — —
Total $ 381,944 $ 438,450 Net income
] Total income for reportable segments $ 2742059 $ 7,165,236
Segment income (loss) Non-segment other income 467,260 532,748
BTC $ 1,036,831 $ 3,985,489 Equity earnings in affiliates 1,574,728 1,109,675
M3 Wireless 586,211 2,141,918 Non-segment administrative expenses (1,149,519) (1,823,027)
Logic 1,552,934 1,468,447 Non segment amortization (216,437) (64,246)
BYP 2,214,017 2,188,796 PR
Minority interest 87,548 214,127
WestTel (1,274,163) (1,629,329) S )
Cable Co. (1373771) (990,085) Elimination of inter-company amounts (287,320) —
Total $ 2,742,059 $ 7,165236 $ 3218319 $ 7,134,513
Segment assets . :
otal assets
BTC $ 80423443 $ 86,997,335
M3 Wireless 16,995,186 17,166,624 Total a§sets of reportable segments $ 143,538,657 $ 154,040,032
Logic 13,762,028 15,744,856 Goodwill 3,701,460 3,701,460
BYP 2,301,146 2,701,565 Non-segment assets 54,060,666 58,197,314
WestTel 6,366,991 5,709,815 Elimination of inter-company amounts (39,708,630) (46,293,963)
Cable Co. 23,689,863 25,719,836 $161.502.153 $ 169,644,843
Total $ 143,538,657 $154,040,031




Our Results

Consolidated unaudited net income for the six month period ending September 30th
2010 was $3.2 million, a decrease of $3.9 million over the same period in 2009. Included
in the current six month period are $3 million of staff termination costs. The annual profit
from Bermuda Yellow Pages’s print directory, which is distributed during the first six
months of our fiscal year, is included in net income for both periods, $2 million in the
current period and $2.2 million in the prior period.

Overall consolidated revenue decreased $4.9 million or 8% for the period led by reduced
revenue across a wide range of services reflecting the challenging current economic
environment. Local wireline voice revenue continues to decline as customers increasingly
rely on wireless and data messaging services for personal and business communications.
Wireline voice revenues declined $1.6 million in the period. Cellular voice revenues
also decreased $1.6 million, driven by increased handset subsidies, reduced roaming
revenues and increased license fees.

Partially offsetting these revenue declines are total expenses, which decreased by $0.6
million including staff termination costs and by $3.6 million excluding these costs. We
have continued to focus on controlling and reducing expenses in the expectation of
revenue challenges in a difficult economic environment.

Equity earnings in affiliates increased $0.5 million over the prior period due to increases
from Bermuda CableVision and QuoVadis.

Capital expenditure in the current six month period was $6.6 million compared with $6.2
million for the prior period.

Earnings per share for the six month period ending September 30th 2010 was $0.22
compared to $0.49 for the same period last year. The Company declared a dividend of
$0.12 per share for the quarters ending June 30th 2010 and September 30th 2010.

The Bermuda Telephone Company Limited

In the first six months of the year, BTC's revenue dropped $1.8 million due to decreases
in all revenue lines. Of the $1.8 million, declines in local voice revenues contributed $1
million. Given BTC's substantial exposure to all segments of economic activity in Bermuda,
residential and corporate, these revenue declines are not surprising. Total costs fell $1.6
million compared to the prior period excluding staff termination costs incurred of $2.8
million in the period. Overall, net income after all costs declined $2.9 million compared
to the prior period.

This year BTC took the decision to discontinue provision of telephone equipment
at customer premises. This product line is labour intensive and yields low margin for
BTC. Customers today have a wide choice of experienced telephony system providers
independent of BTC and therefore BTC no longer needs to offer this service itself to enable
customer access to voice and connectivity network services. Also technology is changing
and centralized hosted telephony systems are an attractive alternative for customers that
avoid the need for upfront capital investment and we will be launching these products
in 2011.

This strategic decision is being executed over a period of time. We continue to support
customers who currently rely on telephony systems provided by BTC until such time as
hosted solutions are available or the customers chose an alternate hardware supplier. In
the current six months we have discontinued sales of new hardware systems and have
assisted a number of larger customers to transition support of their hardware from BTC
to an alternate supplier.

BTC remains focused on developing and improving network products — particularly data
connectivity for which we believe customer demand will continue to grow. Our sales staff
are now focused on sales of connectivity products and are no longer absorbed in sales of
hardware systems which required significant time developing customized quotations and
project managing installation. We are also in the process of planning investment in our
fixed line network to improve both speed and reliability.

During the six month period Mr. Francis Mussenden retired as CEO of BTC and Mr. Lloyd
Fray took the helm. Mr. Mussenden enjoyed a distinguished career at BTC and we thank
him for his dedication, hard work and commitment.

M3 Wireless Ltd.

For the period ending September 30th 2010, M3 Wireless's net revenue declined
$1.8 million compared to the same period in 2009. This decline is mainly attributable
to increased handset subsidies, a cost we and other cellular providers incur to retain
customers and attract new customers. Overall subscriber numbers and market share
remained consistent.

At the time of writing this report we are commissioning a number of new 3G cellular tower
sites. We expect the increased 3G signal coverage will substantially increase customer
satisfaction with our service. We believe service quality is key to customer retention as the
Bermuda customer is service and quality conscious.

Logic Communications Ltd.

For the period ending September 30th 2010, Logic's revenue remained consistent with
the prior year. Data revenue growth helped offset declines in professional services revenue
and long distance voice revenue. Logic continues to build on a strong competitive position
in both residential Internet and corporate data services with revenue from each evenly
matched. Net income was $1.5 million, unchanged from the prior period.

Amortization expense for the prior period included a one-time $0.7 million reduction in
the carrying value of a long term international capacity asset (acquired in 1998) which
reflected reduced expected economic value as international bandwidth prices continue
to decline.

Logic remains at the forefront of Bermuda’s telecommunications market for corporate
data services, implementing multi-protocol label switching (“MPLS”) services for
corporate customers. Logic continues to introduce new bandwidth speeds to customers
as the access providers (primarily BTC and Bermuda CableVision) increase their speeds.

Bermuda Yellow Pages Limited

Bermuda Yellow Pages delivered solid results once again with net income of $2.2 million
despite a $0.3 million decline in revenue. Competition in the on-line directory market
is heating up with new product and marketing push from competitor sites. Bermuda
Yellow Pages launched a new Bermudayp.com site in the six month period with local
search plus classifieds, Bermuda guide, and dining guide. Bermuda Yellow Pages also
offers advertisers video and website products to enhance the on-line and print directory
products.

WestTel

This is the last report to shareholders where our Cayman subsidiary is branded as WestTel.
In June 2010 we increased our ownership in WestTel to 100% and in November 2010
WestTel re-branded to Logic Communications.

Following the increase in shareholding we commenced construction of fiber network
facilities in George Town’s main business districts. We expect construction to be complete
by March 2011 and on some sections we will be offering service earlier. New revenue
impact will be limited in our fiscal 2010/11 year due to the short time the network
expansion will be in service. However we anticipate growth in data revenues next fiscal
year on the new network.

For the current six month period revenues remained consistent with prior period as
WestTel retained existing customers, including its substantial share in the residential
Internet market using wireless networks. WestTel is currently making network investment
to improve the coverage and speed of its wireless service. Losses declined by $0.3 million
to $1.2 million compared to the prior period.

Challenger

Challenger’s revenues increased by $0.1 million for the period. As previously reported, we
expect the growth in revenues on Challenger to be gradual as customers demand higher
bandwidth retail products, which in turn increases the carrier demand for Challenger’s
wholesale international data connectivity service.

During the period Challenger negotiated and installed new capacity on the Globenet
cable system and can now offer its wholesale customers dual cable system redundant
services with no common network element that would give rise to single point of failure.
The Challenger capacity runs from Paget to Rhode Island USA, and the Globenet capacity
from St. Davids to New Jersey USA.

The Challenger cable system operated at 100% uptime during the period, and has done
so since inception in December 2008.

Regulatory Reform

We have consistently argued for a lower cost and more flexible reform of the
telecommunications market than that proposed to date. Although we have not been
provided with specific budgets, we estimate the increased cost to the industry to fund the
proposed new Regulatory Authority would be approximately $4 million per annum as a
base line. This is a cost that would be incurred year after year with inflationary increases
and in addition to our existing license fee of 3% of revenues.

The reforms proposed to date are based on those used to introduce competition for
the first time in uncompetitive markets. Yet this approach does not reflect the Bermuda
telecommunications market place in 2010 which has a decade of established competition
in the provision of cellular, fixed line and international connectivity. The reforms are
focused on determining that certain firms are dominant and restricting their access to
new markets until certain “remedies” are taken. It is not surprising that a reform directed
at providing advantage to some operators and restraining the ability of others to offer new
services should result in contradictory public statements from existing carriers.

We believe reform of our industry should be focused on delivering measurable, identified
public benefit for consumers. Not to do so puts at risk innovation and investment in new
and improved services that customers want.

We have provided specific drafts of legislation that could rely for example, on an
international panel of experts to be convened as needed, rather than a standing
department of staff with the associated costs. Bermuda is after all, a small market and
we believe there are better, simpler and more cost effective ways to reform the industry
if required.

Affiliates

Equity earnings from Bermuda CableVision continue to increase. At $1.9 million for the
period, equity earnings from BC are a material contributor to group net income.

QuoVadis has established European operations to sell its digital certificates and electronic
signature products. Equity losses from QuoVadis for the period were $0.3 million reduced
from $0.7 million from the prior period, due to increased certificate revenues in Europe.

Summary

In the current period, we have seen on-going economic challenges in our markets which
have affected revenues. We expect this to continue for the immediate future. We have
countered some of the impact of the downturn through cost containment measures and
we will continuously re-examine our operating models to seek efficiencies.

In Cayman we are investing in new fiber facilities to deliver reliable high speed data
services. In the Bermuda market, currently we are making significant investment in
substantially improving our cellular network capacity and coverage.

We are developing a major capital program to improve speed and reliability in BTC's fixed
line network. This will require substantial investment in new fiber plant. We anticipate
commencing this capital investment program in 2011. A critical element in our decisions
about how fast and when to invest in infrastructure will be the policy choices the Ministry
makes with respect to regulatory reform.

Bermuda needs new investment in long term infrastructure to maintain its global
competitive position. We strongly encourage the Government to take a forward look at
what infrastructure Bermuda requires and ensure changes to the regulatory regime
incentivize sustainable investment. In many other developed countries, governments are
going to the extent of committing public funds to ensure the build out of broadband
networks, as they recognize the critical relationship to economic welfare and quality of
life. While direct investment by Government is likely not required in Bermuda setting the
regulatory and policy environment to encourage private investment is critical.

Whatever the trajectory of economic growth for Cayman and Bermuda, demand for quality
connectivity services will continue. We will continue to make investment decisions to
position the Company for the long term, notwithstanding near term economic headwinds.
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