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eircom Current Cost and Long Run Incremental Cost Statements
Introduction
eircom is required under Condition 15 of its General Telecommunications Licence, granted by the office of the Director of Telecommunications
Regulation (“ODTR”), now known as the Commission for Communications Regulation (“ComReg”), on 1st December 1998 to maintain accounting
records in a form which enables the activities of any business unit specified in any direction given by the Director of Telecommunications
Regulation (“the Director”) to be separately identifiable, and which the Director considers to be sufficient to show and explain the transactions of
each of these business units.  The current cost and long run incremental cost statements for the year ended 31st March 2004 have been prepared in
accordance with this requirement and the detailed framework and financial statements requirements set out in the ComReg Decision Notices.  The
transposition of the new EU Regulatory Framework into Irish Law now means that the governing legislation requiring separated accounts has
changed.  From the 25th July 2003 these requirements on electronic communications network providers are now imposed under Regulation 24 of S.I.
No. 307 2003 and Regulation 12 of S.I. No. 305 of 2003.

The detailed framework and financial statement disclosure has been set out in the ComReg Decision Notices  (the ‘Decision Notices’):

• D5/99, D10/99 ‘Accounting Separation and Publication of Financial Information for Telecommunications Operators’, dated May 1999 and
August 1999 respectively

• D8/99 ‘Costing methodologies for use in Accounting Separation’, dated July 1999

• D9/00 and D10/00 ‘Accounting Separation and Publication of Financial Information for Telecommunications Operators’, dated August 2000 and
September 2000 respectively

• D2/01 'Accounting Separation for Internet Service Provision and Report on Investigation into Indigo and eircom.net' and D7/01 'eircom’s
Reference Interconnection Offer & Accounting Separation and Publication of Financial Information for Telecommunications Operators’, dated
February 2001 and April 2001 respectively

• D12/01 ‘Revision of timetable for publication of separated accounts and financial information by eircom’

The framework for the preparation of Long Run Incremental cost statements is set out in ComReg Decision Notice D6/99 “The Development of
Long Run Incremental Costing for Interconnection” dated June 1999 (the ‘Decision Notices’).

These Current Cost and Long Run Incremental Cost Statements (the Financial Statements), have been prepared in accordance with the Accounting
Documents dated 30th September 2004 and the Decision Notices insofar as they apply to the 2003/2004 accounts.
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Introduction (Cont’d.)

Accounting Documents
The Financial Statements have been prepared according to the principles detailed in the Accounting Documents dated 30th September 2004 (“the
Accounting Documents”) which set out the framework under which the Financial Statements are prepared.  These statements should be read in
conjunction with the Accounting Documents.

The Accounting Documents consist of the following:

1. Regulatory Accounting Principles – which lay out the general rules by which the Financial Statements should be prepared, for example that
all balances should be attributed with reference to cost causality.

2. Attribution Methods – which explain how revenue, costs including transfer charges, assets and liabilities are attributed to the Businesses and
Network Elements and Activities within those Businesses, following the Regulatory Accounting Principles, on a fully allocated basis.

3. Transfer Charges – which explain how charges are raised from the Core Network and Local Access Network Businesses to the Retail
Business for the use of the respective networks.

4. Accounting Policies – which detail the accounting policies adopted in preparing the underlying financial information.

5. Current Cost Valuation Methodology – which sets out the principles followed in preparing the underlying current cost financial information.

6. Long Run Incremental Cost Methodology – which sets out the principles followed to derive the long run incremental costs.

Applicable Rate of Return
The applicable Rate of Return used in these Financial Statements is 11.5% (2003:12%).  The Rate of Return has been mandated by ComReg in
Decision 4.3.4 of Decision Notice D9/00, maintained in Decision Notice D7/01 and amended in D3/03.
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Introduction (Cont’d.)

Basis of preparation of the Financial Statements

The structure of the Businesses required under the Decision Notices does not correspond to the way in which eircom is organised, nor to the way in
which the statutory accounting records are structured.  The Current Cost Financial Statements are therefore prepared by overlaying the requirements
of the Decision Notices on the accounting records and management structure of eircom.

The Current Cost Financial Statements are prepared by attributing the balances in eircom’s general ledgers and other accounting records to the
Businesses and disaggregated Activities. As required by the Decision Notices, wherever possible, revenue, costs, assets and liabilities are directly
associated with a Business, Activity or Network Element using information recorded within eircom’s accounting records and are directly attributed
to that item.  Where no such direct attribution is possible the revenue, costs, assets and liabilities are apportioned between two or more Activities,
Network Elements or Businesses on a basis that reflects the causality of the revenue, cost, asset or liability.  Residual costs for which no direct or
indirect method of apportionment can be identified are allocated using an equal proportionate mark-up method. Details of this process are given in
the Attribution Methods section within the Accounting Documents.

In selecting appropriate attribution methods and appropriate non-financial data for use within the attribution models employed in the production of
these statements, eircom has had to make certain estimates and exercise its judgement, having regard to the regulatory principles, including cost
causality and objectivity, in order to comply with the requirements of the Accounting Documents.

The Core Network Financial Statements include current cost adjustments prepared under the financial capital maintenance convention, including
adjustments to historical cost depreciation and fixed assets to reflect current values.    In addition, to reflect the appropriate allocation of the modern
equivalent assets to Businesses, Activities and Network Elements, the apportionment of certain fixed assets and their related depreciation has been
modified compared with the Financial Statements for Businesses and Activities published on 31st August 2004, which were on an historical cost
basis.  The attribution of other operating costs and transfer charges between the Businesses remain unchanged. The valuation methods that underlie
the current cost accounts are set out in the Accounting Documents dated 30th September 2004.
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Introduction (Cont’d.)
Inland Core Conveyance Network Statements

The Inland Core Conveyance Network Statements are prepared under a top down modelling approach whereby:

- the costs and net assets measured according to current cost accounting conventions are analysed at a detailed level;

- the causal drivers associated with the cost are identified;

- the relationship between cost and cost driver is described identifying the fixed and variable components of costs and presented as a

dimensional graph of volume and cost (cost volume relationship);

- cost driver volumes are identified with the increments to be measured;

- the change in cost associated with the removal or addition of an increment is measured by reference to its cost volume relationship;

- comparison of eircom’s total costs and incremental cost of Access Network and Inland Core Conveyance Network allows the identification

of fixed common costs; and

- statements are presented detailing the recovery of fixed common and joint costs.
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Statement of Responsibility
for preparing the Financial Statements

eircom is required under Condition 15 of its General Telecommunications Licence, granted by the office of the Director of Telecommunications
Regulation (“ODTR”), now known as the Commission for Communications Regulation (“ComReg”), on 1st December 1998 to maintain accounting
records in a form which enables the activities of any business unit specified in any direction given by the Director of Telecommunications
Regulation (“the Director”) to be separately identifiable, and which the Director considers to be sufficient to show and explain the transactions of
each of these business units.  The current cost and long run incremental cost financial statements for the year ended 31st March 2004 have been
prepared in accordance with this requirement and the detailed framework and financial statements requirements set out in the ComReg Decision
Notices.  The transposition of the new EU Regulatory Framework into Irish Law now means that the governing legislation requiring separated
accounts has changed.  From the 25th July 2003 these requirements on electronic communications network providers are now imposed under
Regulation 24 of S.I. No. 307 2003 and Regulation 12 of S.I. No. 305 of 2003.

Switching Attribution Method
Decision Notice D9/00 relating to the attribution of Switching costs introduced the concept of predominance with respect to attributions to Call
sensitive elements.

eircom are currently in discussions with ComReg in relation to superseding this concept with unmodified attribution data from eircom’s exchange
suppliers.

eircom reached agreement with ComReg that the financial statements would be based upon these manufacturers’ attributions pending final approval
by ComReg. The Historic Cost separated accounts were published on this basis.

To be consistent with the approach adopted in the Historic Cost separated accounts, these CCA/LRIC financial statements continue to apply
attributions based on the manufacturers’ data.

The Current Cost and Long Run Incremental Cost Financial Statements

1.      include
1.1 a Core Network profit and loss statement including CCA adjustments;
1.2 a Core Network statement of mean capital employed including CCA adjustments;
1.3 a Core Network statement of costs including CCA adjustments;
1.4 a statement of costs for the Inland Core Conveyance Network

1.4.1 on a Long run incremental costs basis
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1.4.2 on a Distributed Long run incremental costs basis
1.4.3 on a Distributed Long run incremental costs basis plus recovery of inter-increment fixed and common costs

1.5 a statement of costs of network services
1.5.1 on a CCA fully allocated cost basis
1.5.2 on a Distributed Long run incremental costs basis plus recovery of inter-increment fixed and common costs

2. are prepared in accordance with the Accounting Documents published with these Financial Statements. Insofar as there is any inconsistency
between any or all of the Accounting Documents, the company ensures that the Financial Statements are prepared in accordance with the
Accounting Documents in the following order of priority:

2.1 the Regulatory Accounting Principles;
2.2 the Attribution Methods;
2.3 the Transfer Charges;
2.4 the Accounting Policies;
2.5 the Current Cost Valuation Methodology;
2.6 the Long Run Incremental Cost Methodology.

3. are reconciled with the Annual Report and that reconciliation is demonstrated.

eircom confirms that the Financial Statements for the year ended 31st March 2004 have been prepared in accordance with the requirements of the
governing legislation.

Peter E Lynch
Chief Financial Officer
30th September 2004
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Report of the Independent Auditors to eircom Limited
To eircom Limited issued in accordance with Decision 4.1 of Decision Notice D8/99 and Decision 5.1 of Decision Notice D9/00 issued by the
Commission for Communications Regulation (“ComReg”), formerly the Office of the Director of Telecommunications Regulation (“ODTR”).

1. We have examined the financial statements on pages 12 to 34 which have been prepared under the current cost convention in accordance
with Decision Notices 5/99, 6/99, 8/99, 10/99, 9/00, 10/00, 2/01, 7/01 and 12/01 (“the Decision Notices”) issued by ComReg and in
accordance with eircom Limited (“the company”)’s costing methodologies (“the cost accounting system”) which are articulated in the
accounting documents dated 30th September 2004, published with the financial statements (“the Accounting Documents”).

2. The financial statements comprise current cost financial statements for the year ended 31st March 2004 for the Core Network Business
and incremental cost statements for the Inland Core Conveyance Network.  The financial statements of the Core Network Business
include the Network Statement of Costs and the Statement of Costs of Core Network Services.  The incremental cost statements for the
Inland Core Conveyance Network include the Statement of Costs on an Incremental Cost Basis (including incremental costs, distributed
incremental costs and distributed incremental costs including recovery of inter increment common and joint costs).

Respective responsibilities of the company and auditors

3. The company is responsible for preparing and approving, as described on page 6, the financial statements.  Our responsibilities, as
independent auditors, are established by the Decision Notices, the Auditing Practices Board and our profession’s ethical guidance. This
report, including the opinion, has been prepared for, and only for, the Company and for no other purpose.  We do not, in giving this
opinion, accept or assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

4. We report our opinion as to whether each of the financial statements is fairly presented in accordance with the Accounting Documents
dated 30th September 2004, whether the financial statements comply with the Decision Notices and whether the information specified by
the Decision Notices to be published in the financial statements has been published in the financial statements.  We also report if, in our
opinion, the “Introduction” by the company, setting out the basis upon which the financial statements have been prepared, is not
consistent with the financial statements, if the company has not kept proper accounting records and if we have not received all of the
information and explanations we require for our examination.

5. We read the “Definitions of the Businesses” and consider the implications for our report if we became aware of any apparent
misstatements or material inconsistencies with the financial statements.
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Basis of audit opinion

6. As explained in the “Basis of Preparation of the Financial Statements” on pages 4 and 5, in accordance with the Accounting Documents,
the financial statements are prepared by disaggregating balances recorded in the general ledgers and other accounting records of the
company and its subsidiaries (“the group”) maintained in accordance with The Companies Acts, 1963 to 2003, and used, in accordance
with those Acts, for the preparation of the company’s statutory consolidated financial statements for the year ended 31st March 2004
(“the Statutory Financial Statements”).

7. Decision Notice D7/01 and directions by way of letter dated 18th April 2001, inter alia, require the company to:-

 use 1997/98 asset lives for core network and access network assets except for local network overhead fibre cable, local network
overhead copper cable and local network poles, where specific lives of 10 years, 10 years and 15 years respectively were directed;
and

 exclude exceptional costs from the core network.

8. In order for the company to comply with Decision Notice D7/01 it has had to amend certain balances obtained from the general ledgers
and other accounting records of the company.  This is a departure from the general principles for preparation of “top down” separated
financial statements.

9. Paragraph 4 of Section 21 of Statutory Instrument No 71 of 1999 (“the Interconnection Regulations”) states that “tariffs for facilities
additional to the provision of connection to its fixed public telephone network and fixed public telephone services shall be sufficiently
unbundled, so that the user is not required to pay for facilities which are not necessary for the service requested”.

10. In the context of the cost accounting system, eircom holds primary responsibility for ensuring that the number and definition of network
charging elements is sufficient to meet the requirements of Paragraph 4 of Section 21 of Statutory Instrument No 71 of 1999 of the
Interconnection Regulations.  ComReg has approved eircom’s proposals in this regard through the determinations contained within
Decision 3.8 of D5/99 as amended by Decision 4.3.3 of D9/00.

11. We have audited the Statutory Financial Statements on which we expressed an unqualified audit opinion.  In performing our audit of the
Statutory Financial Statements, we carried out such tests of the transactions and balances recorded in the general ledgers and other
accounting records of the group as we considered necessary to enable us to express that opinion.  This included examination and
evaluation of the company’s principal accounting and control systems, analytical review of key balances, assessment of accuracy of the
coding of transactions and balances, enquiries of directors and managers of the company and substantive tests of balances and
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transactions recorded in the group’s general ledgers.  Our statutory audit work concluded upon signature of our opinion on the Statutory
Financial Statements.  In conducting our subsequent examination of the financial statements we have not performed any additional tests
of the transactions and balances recorded in the general ledgers and other accounting records beyond those already performed for the
purpose of our audit of the Statutory Financial Statements.

12. Having regard to the above:-

(i) We conducted our audit in accordance with relevant Auditing Standards issued by the Auditing Practices Board.  Our work
included examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.  It also
included an assessment of the significant estimates and judgements made by the company in the preparation of the financial
statements.

(ii) We planned and performed our examination so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that each of the financial statements is fairly presented
in accordance with the Accounting Documents and that it complies with the Decision Notices and contains the information
specified by the Decision Notices to be published in the financial statements.  In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the financial statements.

13. Many of the group’s revenues, costs, assets and liabilities are not directly identifiable with individual activities and the preparation of the
financial statements requires a significant number of apportionments.  As explained on pages 4 and 5 in the “Basis of Preparation of the
Financial Statements”, in selecting appropriate attribution methods and appropriate non-financial data for use within the attribution
models employed in the production of financial statements, the company has had to make certain estimates and exercise its judgement,
having regard to the regulatory principles specified in the Accounting Documents, including cost causality and objectivity, in order to
comply with the requirements of the Accounting Documents.  The company has decided that attribution methods and non-financial data
sources will continue to be reviewed and, where appropriate, improved.

14. Switching Attribution Method

We draw your attention to note 3 to the Financial Statements outlining the switching attribution method adopted by the company.  The
company is currently in discussions with ComReg in relation to superseding the predominance concept with unmodified attribution data
from eircom’s exchange suppliers.  These current cost and long run incremental cost statements continue to apply attributions based on
manufacturers’ data as adopted in the historic cost separated accounts.  Our opinion is not qualified in this respect.
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Opinion

15. In our opinion each of the financial statements for the year ended 31st March 2004:-

 is fairly presented in accordance with the Accounting Documents dated 30th September 2004;

 complies with the Decision Notices;

 contains information specified by the Decision Notices to be published in the financial statements.

16. In respect of the requirement in paragraph 4 of Section 21 of Statutory Instrument No 71 of 1999 of the Interconnection Regulations, and
in the context of the Basis of audit opinion above, we are not aware of any matters of non-compliance.  In respect of all other
requirements of the Interconnection Regulations, in our opinion, the cost accounting system complies with the requirements of the
Interconnection Regulations.

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
Dublin
30th September 2004



Core Network Business 
PROFIT AND LOSS ACCOUNT INCLUDING CCA ADJUSTMENTS   
for the year ended 31 March 2004

2004 2003
€'000 €'000

Turnover
From Other Operators 147,417  195,921  
Regulated Rate of Return Adjustment (4,489)      5,330      
From Retail and Other 454,578  505,210  
Total Turnover 597,506  706,461  

Operating Costs 568,172  661,422  
Exceptional Operating Costs -               -              
Holding Gain and Other Adjustments (18,951)   (11,431)   
Supplementary Depreciation 4,492       5,166      
Total Operating Costs 553,713  655,157  

Return 43,793     51,304    

RETURN ON MEAN CAPITAL EMPLOYED   

2004 2003
€'000 €'000

Return 43,793     51,304    

Mean Capital Employed 380,807  430,164  

Return on Mean Capital Employed 11.5% 12%

Return on Turnover 7% 7%

The basic inland services covering call origination, call termination and domestic transit carry a current cost valuation. All other core network services
are included at their historical costs, as modified by the revaluation of assets shared with the basic inland service.
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Core Network Business 
STATEMENT OF MEAN CAPITAL EMPLOYED INCLUDING CCA ADJUSTMENTS   
as at 31 March 2004

2004 2003
€'000 €'000

Fixed assets
Tangible Fixed Assets 550,769  619,310  
Intangible Fixed Assets -               -              
Total Fixed Assets 550,769  619,310  

Current Assets
Stocks 608          722         
Debtors 22,545     30,039    
Cash at Bank and in Hand 51,042     104,060  
Total Current Assets 74,195     134,821  

Creditors (227,209) (286,182) 

Provisions for Liabilities and Charges (16,948)   (37,785)   

Mean Capital Employed  380,807  430,164  

The basic inland services covering call origination, call termination and domestic transit carry a current cost valuation. All other core network services
are included at their historical costs, as modified by the revaluation of assets shared with the basic inland service.
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Core Network Business 

STATEMENT OF COSTS INCLUDING CCA ADJUSTMENTS
FULLY ALLOCATED COSTS
for the year ended 31 March 2004 Exceptional

Operating Operating Supplementary Holding  Capital Rate of Capital Total operating Total unit Average cost
costs costs Depreciation Gain/Loss employed return costs and capital costs volume cents per unit
€'000 €'000 €'000 €'000 €'000 % €'000 €'000 000's 

Call Sensitive
Subscriber Unit 5,201 0 -552 -470 12,126 11.5% 1,394 5,573 7,045,188 0.0791
Primary Switch 8,129 0 421 -667 17,122 11.5% 1,969 9,852 4,137,889 0.2381
Secondary Switch 6,760 0 350 -493 16,123 11.5% 1,854 8,471 3,436,137 0.2465
Tertiary Switch 4,818 0 36 -391 7,948 11.5% 914 5,377 1,956,895 0.2748

Traffic Sensitive
Subscriber Unit 8,403 0 -869 -616 19,187 11.5% 2,206 9,124 28,720,127 0.0318
Primary Switch 7,243 0 824 -526 11,338 11.5% 1,304 8,845 15,517,773 0.0570
Secondary Switch 7,070 0 587 -429 12,534 11.5% 1,441 8,669 11,288,204 0.0768
Tertiary Switch 8,070 0 -555 -494 7,396 11.5% 851 7,872 5,599,779 0.1406

Transmission - Non-Length Dependent
RSU to Primary/Secondary Link 13,884 0 -1,093 -1,278 42,452 11.5% 4,882 16,395 17,523,959 0.0936
Primary to Primary Link 477 0 -36 -20 1,357 11.5% 156 577 663,097 0.0870
Primary to Secondary Link 2,032 0 -140 -160 6,492 11.5% 747 2,479 5,077,578 0.0488
Primary to Tertiary Link 1,444 0 -94 -119 4,841 11.5% 557 1,788 2,650,260 0.0675
Secondary to Secondary Link 1,093 0 -63 -96 3,727 11.5% 429 1,363 1,089,851 0.1251
Secondary to Tertiary Link 1,913 0 -121 -190 6,852 11.5% 788 2,390 2,865,545 0.0834
Tertiary to Tertiary Link 93 0 -7 -4 324 11.5% 37 119 192,598 0.0618

Transmission - Length dependent       (Note (c))
RSU to Primary/Secondary Length 9,044 0 5,016 -2,795 72,257 11.5% 8,310 19,575 3,754,567 0.5214
Primary to Primary Length 77 0 27 -20 493 11.5% 57 141 142,050 0.0993
Primary to Secondary Length 406 0 175 -121 2,922 11.5% 336 796 1,947,365 0.0409
Primary to Tertiary Length 373 0 151 -105 2,585 11.5% 297 716 1,887,443 0.0379
Secondary to Secondary Length 190 0 84 -54 1,314 11.5% 151 371 1,381,668 0.0269
Secondary to Tertiary Length 462 0 176 -131 3,146 11.5% 362 869 4,120,955 0.0211
Tertiary to Tertiary Length        (Note (b)) 0 0 0 0 0 11.5% 0 0 2,661 0.0000

Inland directory enquiries 20,881 0 -337 -1,704 3,440 11.5% 396 19,236                (a)                (a)
International directory enquiries 1,319 0 -26 -114 268 11.5% 31 1,210                (a)                (a)
National Operator Assistance 6,881 0 -84 -283 -645 11.5% -74 6,440                (a)                (a)
International Operator Assistance 433 0 -9 -41 111 11.5% 13 396                (a)                (a)
Carrier administration 9,728 0 -221 -447 441 11.5% 51 9,111                (a)                (a)
Carrier billing 7,587 0 -659 -202 2,449 11.5% 282 7,008                (a)                (a)
Intelligent network 3,241 0 133 -247 7,076 11.5% 814 3,941                (a)                (a)
Outpayments 342,658 0 0 0 -112,636 11.5% -12,953 329,705                (a)                (a)
International transmission 26,244 0 56 -688 33,600 11.5% 3,864 29,476                (a)                (a)
Private circuits network 48,236 0 1,049 -4,687 136,975 11.5% 15,752 60,350                (a)                (a)
Interconnect connections and rentals 7,842 0 -202 -528 30,284 11.5% 3,483 10,595                (a)                (a)
Other costs 5,940 0 475 -831 26,908 11.5% 3,092 8,676                (a)                (a)

Total 568,172 0 4,492 -18,951 380,807 43,793 597,506

(a) These components include a number of different elements which are used in different proportions for the delivery of services within this heading
(b) Tertiary to tertiary length costs appear as zero because balances are less than €1,000.
(c) Unit of length is 100km.
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Core Network Business 

STATEMENT OF COSTS INCLUDING CCA ADJUSTMENTS
FULLY ALLOCATED COSTS
for the year ended 31 March 2003 Exceptional

Operating Operating Supplementary Holding  Capital Rate of Capital Total operating Total unit Average cost
costs costs Depreciation Gain/Loss employed return costs and capital costs volume cents per unit
€'000 €'000 €'000 €'000 €'000 % €'000 €'000 000's 

Call Sensitive
Subscriber Unit 5,032 0 -361 -92 13,470 12.00% 1,616 6,195 7,363,523 0.0841
Primary Switch 9,501 0 158 87 21,868 12.00% 2,624 12,370 4,205,278 0.2942
Secondary Switch 8,550 0 -13 -171 18,401 12.00% 2,208 10,574 3,796,248 0.2785
Tertiary Switch 3,586 0 -131 4 8,497 12.00% 1,020 4,479 1,934,036 0.2316

Traffic Sensitive
Subscriber Unit 8,484 0 -574 -114 21,232 12.00% 2,548 10,344 29,344,660 0.0353
Primary Switch 11,349 0 871 96 15,783 12.00% 1,894 14,210 16,167,951 0.0879
Secondary Switch 10,562 0 556 -376 15,551 12.00% 1,866 12,608 13,723,972 0.0919
Tertiary Switch 6,425 0 -26 100 7,411 12.00% 889 7,388 5,200,795 0.1421

Transmission - Non-Length Dependent
RSU to Primary/Secondary Link 14,232 0 -1,035 26 48,004 12.00% 5,760 18,983 16,422,527 0.1156
Primary to Primary Link 541 0 -29 -28 1,465 12.00% 176 660 1,201,269 0.0549
Primary to Secondary Link 2,233 0 -120 -43 6,803 12.00% 816 2,886 7,287,867 0.0396
Primary to Tertiary Link 1,578 0 -86 -23 5,064 12.00% 608 2,077 2,434,250 0.0853
Secondary to Secondary Link 1,166 0 -51 -4 3,808 12.00% 457 1,568 1,686,980 0.0929
Secondary to Tertiary Link 2,188 0 -132 -7 7,492 12.00% 899 2,948 2,459,570 0.1199
Tertiary to Tertiary Link 104 0 -6 -9 335 12.00% 40 129 192,429 0.0670

Transmission - Length dependent       (Note (c))
RSU to Primary/Secondary Length 8,087 0 3,699 -5,940 66,293 12.00% 7,955 13,801 3,564,515 0.3872
Primary to Primary Length 120 0 49 -78 782 12.00% 94 185 281,575 0.0656
Primary to Secondary Length 474 0 173 -286 3,206 12.00% 385 746 1,975,843 0.0378
Primary to Tertiary Length 487 0 195 -318 3,366 12.00% 404 768 1,958,243 0.0392
Secondary to Secondary Length 192 0 71 -114 1,303 12.00% 156 305 1,438,249 0.0212
Secondary to Tertiary Length 471 0 172 -283 3,257 12.00% 391 751 3,455,431 0.0217
Tertiary to Tertiary Length        (Note (b)) 0 0 0 0 0 12.00% 0 0 2,766 0.0000

Inland directory enquiries 22,053 0 -470 895 2,038 12.00% 245 22,723                (a)                (a)
International directory enquiries 1,472 0 -37 69 197 12.00% 24 1,528                (a)                (a)
National Operator Assistance 3,926 0 -90 154 281 12.00% 34 4,024                (a)                (a)
International Operator Assistance 685 0 -16 33 92 12.00% 11 713                (a)                (a)
Carrier administration 10,248 0 -7 375 795 12.00% 95 10,711                (a)                (a)
Carrier billing 11,340 0 -681 486 5,536 12.00% 664 11,809                (a)                (a)
Intelligent network 3,821 0 49 -86 8,271 12.00% 993 4,777                (a)                (a)
Outpayments 413,317 0 0 0 -117,745 12.00% -14,129 399,188                (a)                (a)
International transmission 29,341 0 1,134 881 37,020 12.00% 4,442 35,798                (a)                (a)
Private circuits network 52,728 0 1,492 -4,526 163,662 12.00% 19,639 69,333                (a)                (a)
Interconnect connections and rentals 10,905 0 -394 -266 19,757 12.00% 2,371 12,616                (a)                (a)
Other costs 6,224 0 806 -1,873 36,869 12.00% 4,424 9,581                (a)                (a)

Total 661,422 0 5,166 -11,431 430,164 51,619 706,776

(a) These components include a number of different elements which are used in different proportions for the delivery of services within this heading
(b) Tertiary to tertiary length costs appear as zero because balances are less than €1,000.
(c) Unit of length is 100km.
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Inland Core Conveyance Network

STATEMENT OF COSTS INCLUDING CCA ADJUSTMENTS
LONG RUN INCREMENTAL COSTS

For the year ended 31 March 2004 Operating Mean capital Rate of Capital Total operating Total unit Average unit
costs employed return costs & capital costs volume cost

€’000 €’000 % €’000 €’000 000's cents

Call Sensitive
Subscriber Unit 2,173 6,284 11.5% 723 2,896 7,045,188 0.0411                 
Primary Switch 3,135 6,576 11.5% 756 3,891 4,137,889 0.0940                 
Secondary Switch 2,160 5,139 11.5% 591 2,751 3,436,137 0.0801                 
Tertiary Switch 1,415 2,342 11.5% 269 1,684 1,956,895 0.0861                 

Traffic Sensitive
Subscriber Unit 2,888 7,723 11.5% 888 3,776 28,720,127 0.0131                 
Primary Switch 2,809 3,456 11.5% 397 3,206 15,517,773 0.0207                 
Secondary Switch 5,016 8,599 11.5% 989 6,005 11,288,204 0.0532                 
Tertiary Switch 5,697 5,427 11.5% 624 6,321 5,599,779 0.1129                 

Transmission - Non-Length Dependent
RSU to Primary/Secondary Link 5,381 19,781 11.5% 2,275 7,656 17,523,959 0.0437                 
Primary to Primary Link 143 455 11.5% 52 195 663,097 0.0294                 
Primary to Secondary Link 572 2,060 11.5% 237 809 5,077,578 0.0159                 
Primary to Tertiary Link 390 1,480 11.5% 170 560 2,650,260 0.0211                 
Secondary to Secondary Link 304 1,208 11.5% 139 443 1,089,851 0.0406                 
Secondary to Tertiary Link 479 1,953 11.5% 225 704 2,865,545 0.0246                 
Tertiary to Tertiary Link 31 135 11.5% 16 47 192,598 0.0244                 
                           
Transmission - Length dependent  (Note (b))
RSU to Primary/Secondary Length 1,569 8,984 11.5% 1,033 2,602 3,754,567 0.0693                 
Primary to Primary Length 12 56 11.5% 6 18 142,050 0.0127                 
Primary to Secondary Length 65 350 11.5% 40 105 1,947,365 0.0054                 
Primary to Tertiary Length 59 304 11.5% 35 94 1,887,443 0.0050                 
Secondary to Secondary Length 31 158 11.5% 18 49 1,381,668 0.0035                 
Secondary to Tertiary Length 73 369 11.5% 42 115 4,120,955 0.0028                 
Tertiary to Tertiary Length    (Note (a)) 0 0 11.5% 0 0 2,661 0.0000

(a) Tertiary to Tertiary length costs appear as zero because balances are less than € 1,000.
(b) Unit of length is 100km.
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