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Asset Class Estimated
Economic
Life (Years)
Buildings 40
Network Plant
Transmission Equipment
Duct 20
Overhead cable 10
Overhead poles 15
Underground cable 14
Other Local Network 6-8
Exchanges
Exchange line terminations 8
Core hardware 6
Others 4-9

Fully depreciated property, plant and equipment are retained in the cost of property, plant and
equipment and related accumulated depreciation until they are removed from service. In the case of
disposals, assets and related depreciation are removed from the financial statements and the net
amount, less proceeds from disposal, is charged or credited to the income statement.

Assets in the course of construction

Assets in the course of construction represent the cost of purchasing, constructing and installing
property, plant and equipment ahead of their own productive use. No depreciation is charged on
assets in the course of construction. The estimated amount of interest incurred, based on the weighted
average interest rate on outstanding borrowings, while constructing capital projects is capitalised.

Asset retirement obligations

The group has certain obligations in relation to the retirement of assets mainly poles, batteries and
international cable. The group also has obligations to dismantle base stations and to restore the
property owned by third parties on which the stations are situated after the stations are removed. The
group capitalises the future discounted cash flows associated with these asset retirement obligations
and depreciates these assets over the useful life of the related asset.

5.12 Impairment

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash flows (cash-generating units). Non financial assets other
than goodwill that suffered an impairment are reviewed for possible reversal of the impairment at
each reporting date.
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5.13 Capital Grants

Grants from the government and other parties are recognised at their fair value where there is a
reasonable assurance that the grant will be received and the group will comply with all attached
conditions.

Government grants relating to costs are deferred and recognised in the income statement over the
period necessary to match them with the costs that they are intended to compensate. Government
grants relating to the purchase of property, plant and equipment are included in non-current liabilities
as deferred government grants and are credited to the income statement on a straight line basis over
the expected lives of the related assets.

5.14 Leased assets

The capital cost of property, plant and equipment acquired under finance leases is included in
property, plant and equipment and depreciated over the shorter of the lease term and the estimated
useful life of the asset. The outstanding capital element of the lease obligations is included in current
and non-current liabilities, as applicable, while the interest is charged to the income statement over
the primary lease term so as to produce a constant periodic rate of interest on the remaining balance
of the liability.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to the income statement on a straight-line basis over the period
of the lease.

5.15 Inventories

Inventories comprise consumable items and goods held for resale. Inventories are stated at the lower
of cost and net realisable value. Cost is calculated on a weighted average basis and includes invoice
price, import duties and transportation costs. Where necessary, write-downs in the carrying value of
inventories are made for damaged, deteriorated, obsolete and unusable items on the basis of a review
of individual items included in inventory. Net realisable value is estimated selling price in the
ordinary course of business less the estimated costs necessary to make the sale.

5.16 Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest rate method less any provision for impairment. A provision for
impairment of trade receivables is established when there is objective evidence that the group will not
be able to collect all amounts due according to the original terms of receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or a financial re-
organisation, and default or delinquency in payments are considered indicators that the trade
receivable is impaired. The amount of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the effective interest rate.
All movements in the level of the provision required are recognised in the income statement.

5.17 Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
highly liquid investments readily convertible to cash.
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5.18 Indefeasible rights of use

The group accounts for IRU contracts in the following manner:

(1) The sales contracts are accounted for as service contracts with the entire income being deferred
and recognised on a straight-line basis over a 17 to 25 year period, being the period of the relevant
contracts.

(i1)) The purchase contracts are accounted for as service contracts and accordingly, the pre-paid
balance has been recorded as a deferred debtor and is being amortised on a straight-line basis as an
expense over a 7 year period, being the period of the relevant contracts.

5.19 Employee benefits

(1) Pension obligations

Group companies operate various pension schemes. The schemes are generally funded through
payments determined by periodic actuarial calculations to trustee-administered funds. The group
operates both defined benefit and defined contribution plans. A defined contribution plan is a pension
plan under which the group pays fixed contributions into a separate fund. Under defined contribution
plans, the group has no legal or constructive obligations to pay further contributions if the fund does
not hold sufficient assets to pay all employees the benefits relating to employee service in the current
and prior periods. The contributions are recognised as employee benefit expense when they are due.
Typically, defined benefit plans define an amount of pension benefit that an employee will receive on
retirement, usually dependent on one or more factors such as age, years of service and compensation.

The amount recognised in the balance sheet in respect of defined benefit pension plans is the present
value of the groups defined benefit obligation at the balance sheet date less the fair value of plan
assets, together with adjustments for unrecognised actuarial gains or losses. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit method. The
present value of the defined benefit obligation is determined by discounting the estimated future cash
outflows using interest rates of AA corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms to maturity approximating to the terms of the related
pension liability.

Actuarial gains and losses, arising from experience adjustments and changes in actuarial
assumptions, in excess of the greater of 10% of the value of plan assets or 10% of the defined benefit
obligation are charged or credited to income over the employees’ expected average remaining
working lives.

Pre 1 January 1984, past-service costs are the responsibility of the Irish Minister for Finance. Post 1
January 1984, past-service costs are recognised immediately in the income statement, unless the
changes to the pension plan are conditional on the employees remaining in service for a specified
period of time (the vesting period). In this case, the past-service costs are amortised on a straight-line
basis over the vesting period.

(i) Share-based compensation

The group operates equity-settled share-based compensation plans. Certain subsidiaries operate a
cash settled share appreciation rights scheme (SARS). The SARS entitle certain employees to receive
performance units. The fair value of the employee services received in exchange for the grant of
options or performance units is recognised as an expense. The total amount to be expensed over the
vesting period is determined by reference to the fair value of the options and performance units
granted, excluding the impact of any non-market vesting conditions (for example, profitability
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targets). Non-market vesting conditions are included in assumptions about the number of options
and performance units that are expected to vest. At each balance sheet date, the group revises its
estimates of the number of options and performance units that are expected to vest. It recognises the
impact of the revision of original estimates, if any, in the income statement, and a corresponding
adjustment to equity or liabilities as appropriate over the remaining vesting period. This amount
included in equity represents an amount of employee remuneration costs that are effectively borne
by eircom Group limited.

The proceeds received on the exercise of share options net of any directly attributable transaction
costs are credited to share capital (nominal value) and share premium when the options are
exercised.

(ii1) Other bonus plans
The group recognises a provision and an expense for bonuses where contractual or constructive
obligation exists.

(iv) Termination benefits

Termination benefits are payable when employment is terminated by the group before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these
benefits. The group recognises termination benefits when it is demonstrably committed to either:
terminating the employment of current employees according to a detailed formal plan without
possibility of withdrawal; or providing termination benefits as a result of an offer made to
encourage voluntary redundancy.

5.20 Provisions

Provisions for obligations relating to the disposal and dismantling of certain assets and related
restoration requirements, onerous contracts on property, restructuring programme costs and legal
claims are recognised when the group has a present legal or constructive obligation as a result of
past events, it is more likely than not that an outflow of resources will be required to settle the
obligation and the amount has been reliably estimated. Provisions are not recognised for future
operating losses.

A constructive obligation, for restructuring cost, exists where plans are sufficiently detailed and
well advanced, and where appropriate communication to those affected has been undertaken on or
before the balance sheet date.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time
is recognised as interest expense.
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5.21. Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of tax, from the proceeds.

5.22 Dividend Distribution

Final dividend distributions to equity shareholders are recognised as a liability in the group’s
statutory financial statements in the period in which the dividends are approved by the equity
shareholders. Interim dividend distributions to equity shareholders are recognised as a liability in
the group’s statutory financial statements in the period in which the dividends are paid.

Dividends and dividends payable are excluded from the regulatory costing model and appear in the
reconciliation statement in the regulatory financial statements.

5.23. Segmental reporting
A business segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different from those of other business segments.

5.24. Investments

Fixed asset investments in subsidiaries included in the company balance sheet are shown at cost less
provision for impairment.

5.25. Financial guarantee contracts

Financial guarantees issued by the group, for the benefit of third parties, are recognised as a
financial liability at the time the guarantee is issued. The liability is initially measured at fair value
and subsequently at the higher of the amount determined in accordance with IAS 37 Provisions,
Contingent Liabilities and Contingent Assets and the amount initially recognised less cumulative
amortisation, where appropriate.

5.26 Construction contracts

Contract costs are recognised when incurred. When the outcome of a construction contract cannot
be estimated reliably, contract revenue is recognised only to the extent of contract costs incurred
that are likely to be recoverable. When the outcome of a construction contract can be estimated
reliably and it is probable that the contract will be profitable, contract revenue is recognised over
the period of the contract. When it is probable that total contract costs will exceed total contract
revenue, the expected loss is recognised as an expense immediately.

The group uses the “percentage of completion method” to determine the appropriate amount to
recognise in a given period. The stage of completion is measured by reference to the contract costs
incurred up to the balance sheet date as a percentage of total estimated costs for each contract. Only
those contract costs that reflect work performed are included in costs incurred to date.

The group presents as an asset the gross amount due from customers for contract work for all

contracts in progress for which costs have been incurred plus recognised profit (less recognised
losses).
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