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eircom Historical Cost Separated Accounts
Introduction

eircom is required, under Condition 15 of its General Telecommunications Licence, granted by the Office of Telecommunications Regulation
(“ODTR”) on 1* 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.

Directive 97/33/EC of the European Parliament and Council, as enacted into Irish law by Statutory Instrument No. 15 of 1998, establishes the
legal and regulatory framework for the interconnection of telecommunication networks within the EU, including a requirement for accounting
separation.

The detailed framework and financial statement disclosure has been set out in the ODTR Decision Notices D5/99 & D10/99 ‘Accounting
Separation and Publication of Financial Information for Telecommunications Operators’, dated May 1999 & August 1999 respectively, and
D8/99 ‘Costing methodologies for use in Accounting Separation’, dated July 1999 (the ‘Decision Notices’). The Accounts have been prepared
in line with the framework and financial statement disclosure in these Decision Notices insofar as they apply to the 1998/99 accounts.



Introduction

Financial Statements have to be prepared for the following Businesses and, where applicable, Activities within the Businesses:-

Business

Activities

Local Access Network

not applicable

Core Network

not applicable

Retail

Access

Local Calls

National Calls
International Calls

Calls to mobile
Directory Enquiry
Leased Lines

Public Payphones

Calls to Internet
Internet Services Supply
Supplemental Services
Other Remaining Activities

Other Activities

Apparatus Supply

Other Remaining Activities
Eircell

Other Subsidiaries

The definitions of the Businesses and Activities are set out in the Financial Statements on pages 60 to 63.




Introduction

Accounting Documents

The Financial Statements have been prepared by applying the costing methodology detailed in the Accounting Documents dated 29™ October
1999 (“the Accounting Documents”) which set out the framework under which the Financial Statements are to be prepared.

The Accounting Documents are made up 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.

Applicable Rate of Return

The applicable rate of return used in these Financial Statements is 16.37%. The rate of return is based on an estimate of eircom’s Weighted
Average Cost of Capital (WACC), using the Capital Asset Pricing Model (CAPM) to estimate the cost of equity.

Basis of preparation of the Financial Statements

The structure of the Businesses required under the Decision Notices (i.e. Local Access Network, Core Network, Retail and Other Activities)
does not correspond to the way in which the statutory accounting records are structured. The Financial Statements are therefore prepared by
overlaying the requirements of the Decision Notices on the accounting records and management structure of eircom.



Introduction

These 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. Typically in a fully allocated accounting system, a range of attribution
methods is available.

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 exercises 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 financial statements for the year ended 1 April 1999 relate to a period before the Decision Notices mentioned above came into force, and
before eircom had developed the necessary accounting systems to fulfill its obligations under those Decision Notices. As the systems were not in
operation during the year ended 1 April 1999 the revenues, costs and capital employed disclosed in the financial statements for each of the
Businesses, and their disaggregated Activities, are subject to a greater degree of estimation that will be the case for financial statements in the
future. Furthermore, the financial statements have been developed to illustrate a regulatory regime, including the provision of standard services,
which was not in place during the year. Estimates have been made, where necessary, to adapt actual transactions to the form they are likely to
have taken had the regime been fully operational.

eircom will review and update the non-financial information used to prepare these statements annually. Certain non-financial data used in
preparation of these Financial Statements has been derived using sampling techniques appropriate to that data. eircom intends to review and
update attribution methods on an ongoing basis and, where deemed appropriate, will make necessary improvements.
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Contents of the Financial Statements

Each Financial Statement, which should be read in conjunction with the Accounting Documents, comprises:

1. a profit and loss account, including a statement of the fully allocated costs calculated on a basis not inconsistent with eircom’s Annual
Report, and
2. a statement of mean capital employed.

The Financial Statements also include:

3. for the Network Business, a statement of costs;
4, for the Network Business, a statement of costs of network services
5. a reconciliation between the aggregate turnover, operating profit and mean capital employed of all the Businesses and the turnover,

operating profit and capital employed of the eircom group as disclosed in its Annual Report.

This is the first year for which audited separated Financial Statements are available and accordingly no prior year comparatives are shown in
these statements.



Statement of Responsibility

for preparing the Financial Statements

eircomis required, under Condition 15 of its General Telecommunications License, granted by the Office of the Director of Teleatbomay(fODTR")
on I December 1998, to maintain accounting records in a form which enables the activities of any business unit specifiecentiamyidien by the
Director of Telecommunications Regulation (“the Director”) to be separately identifiable, and which the Director considesaffiwibnt to show and
explain the transactions of each of these business units.

Each Financial statement;

1.

3.

includes

1.1 a profit and loss account;

1.2 a statement of mean capital employed,;

1.3 a statement of costs (if applicable); and

1.4 a statements of costs of network services (if applicable)

is prepared in accordance with the Accounting Documents published with these Financial Statements. Insofar as therensisdegciyndeetween
any or all of the Accounting Documents, the company ensures that each Financial statement is prepared in accordance edgtmtthg Ac
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; and

is reconciled with the Annual Report and that reconciliation is demonstrated and explained.

eircomconfirms that the Financial Statements for the year entiéghrdl 1999 have been prepared in accordance with the requirements of Condition 15 of it's
General Telecommunications Licence.

Malcolm Fallen
Chief Financial Officer.
29" October 1999



Report of the Auditors

To eircom plc formerly Bord Telecom Eireann plc issued in accordance with Decision 4.1 of Decision Notice 8/99 issued by the Office of the
Director of Telecommunications Regulation.

I.

We have examined the financial statements on pages 11 to 59 which have been prepared under the historical cost convention in
accordance with Decision notices 5/99, 8/99 and 10/99 (“the Decision Notices”) issued by the Office of The Director of
Telecommunications Regulation and in accordance with eircom plc formerly Bord Telecom Eireann plc (“the company”)’s costing
methodologies with are articulated in the accounting documents published with the financial statements (“the Accounting Documents™).

The financial statements comprise separate historical cost financial statements for the year ended 1°* April 1999 for each of the
Businesses listed on page 3 (“The Businesses”) and, in so far as each Business has been disaggregated in terms of activities of the
business, each of the disaggregated activities listed on page 3, (“the activities”). The financial statements of the Core Network Business
include the Network Statement of Costs and the Statement of Costs of Network Services.

Respective responsibilities of the company and auditors

3.

The company is responsible for preparing and approving, as described on page 7, the financial statements. Our responsibilities, as
independent auditors, are established by the Decision Notices, the Auditing Practices Board and our profession’s ethical guidance.

We report our opinion as to whether each of the financial statements has been prepared in accordance with the Accounting Documents.
We also report if, in our opinion, the “Introduction” by the company, setting out the basis upon which the financial statements have bee
prepared, is not consistent with the financial statements, if the company has not kept proper accounting records, if we have not received
all of the information and explanations we require for our examination, or if the information specified by the Decision Notices is not
discussed.

We read the “Definitions of the Businesses” and considered the implications for our report of we became aware of any apparent
misstatements or material inconsistencies with the financial statements.



Basis of audit opinion

6.

As explained in the “Basis of preparation” on pages 4 to 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 1990, and used, in accordance with those Acts, for the
preparation of the company’s statutory consolidated financial statements for the year ended 1** April 1999. (“The Statutory Financial
Statements”).

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
transactions recorded in the group’s general ledgers. Our statutory audit work concluded upon signature of out 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.

Having regard to the above:

(1) We conducted our audit in accordance with relevant Auditing standard 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.

(i)  We planned and performed our examination so as to obtain all the information and explanation which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that each of the financial statements is prepared in
accordance with the Accounting Documents. In forming our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements.



9. 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 page 4 to 5 in the “Basis of preparation”, 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. The company has decided that attribution methods and non-financial data
services will continue to be reviewed and, where appropriate, improved.

10.  Decisions 3.4, 3.5 of Decision Notice 5/99 and Decision 3.5 of Decision Notice 10/99, inter alia, require the financial statements to
include comparative information. This is the first year for which audited separated financial statements have been prepared and,
accordingly, comparative information has not been included in the financial statements.

Opinion

11. In our opinion:

« Each of the financial statements of each of the businesses and each of the Activities for the year ended 1 April has been prepared in
accordance with the Accounting Documents.

PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
Dublin, 29 October 1999
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Local Access Network Business

PROFIT AND LOSS ACCOUNT
for the year ended 1 April 1999

Notes

Turnover
From other operators
Transfer charges to Retail

1999
'000

Total turnover

Operating costs

568,257

Total operating costs

Return

568,257

443,670

443,670

124,587

RETURN ON MEAN CAPITAL EMPLOYED

Return
Mean capital employed

Return on mean capital employed

1999
'000

Return on turnover

124,587
761,075

16.37%

22%
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Local Access Network Business

STATEMENT OF MEAN CAPITAL EMPLOYED
as at 1 April 1999

Notes

Fixed assets
Tangible fixed assets
Intangible fixed assets

1999
'000

Total fixed assets

Current assets

Stocks

Debtors

Cash at bank and in hand

762,560

Total current assets

Creditors

762,560

9,471
108,207
3,206

Provisions for liabilities and charges

120,884

(87,790)

Mean capital employed

(34,579)

761,075
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Core Network Business

PROFIT AND LOSS ACCOUNT
for the year ended 1 April 1999

Notes 1999
'000

Turnover
Other operators
From Retail and Other

49,969
544,230

Total turnover

Operating costs

4 594,199

526,946

Total operating costs

Return

4 526,946

67,253

RETURN ON MEAN CAPITAL EMPLOYED

1999
'000

Return
Mean capital employed

Return on mean capital employed

67,253
410,839

16.37%

Return on turnover

11%
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Core Network Business

STATEMENT OF MEAN CAPITAL EMPLOYED

as at 1 April 1999

Notes 1999
'000

Fixed assets
Tangible fixed assets
Intangible fixed assets

544,017

Total fixed assets

Current assets

Stocks

Debtors

Cash at bank and in hand

544,017

88
77,002
5,139

Total current assets

Creditors

82,229

(188,120)

Provisions for liabilities and charges

(27,287)

Mean capital employed

5 410,839
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