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An eventful year finishes on a high note….

� Very significant corporate activity this year with a large rights
issue to fund an essential acquisition, and two take over
approaches.

� Group EBITDA finishes at � 601m, including � 597m from the
fixed line and Meteor becomes profitable

� Fixed line revenue is up, but mostly low margin interconnect
substituting for high margin voice traffic

� eircom increased discounts and selling costs to drive new
products, services and connections. We have made the market
and our company more competitive

� The fixed line trends continue, but a very strong Q4
performance of � 157m

� The DSL customer base increased by 100% , with 250k
customers today with eircom, some 76% of the DSL market at
the Retail level
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..though margins under pressure at times..

� some corporate activity expenses incurred this year

� underlying DSL direct sac costs in excess of � 20 million for
free modems and connections adversely impacts short term
profitability in fixed line

� eircom continues to build the DSL market by loss-leading
broadband activities,

� DSL losses mitigated through the accounting treatment of
provisions, changes for IFRS and SEC compliance and
cleaning up the balance sheet,

� Q4 EBITDA, a look through number, demonstrates the
resilience of the fixed line business,

� cost reduction continues to be a significant agenda item for the
fixed line business in the future

� Meteor is building at high speed to a profitable business
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...and growth and investment increased

� The Meteor customer base increased to 625,000 of which
c.50k customers are post paid

� Meteor has doubled turnover in a year, with Q4 a record
� 67m. The company is making substantial strides to its goals
as revenue passes � 220m last year

� Meteor has commenced an accelerated build out to parity
with the other operators

� The fifteen month plan will cost c. � 120m in capex, about
� 80m in net cash, but telescoping the build timeline will
facilitate growth

� Fixed line capex came in at � 209m with the vast bulk of that
being spent on our network.

�  In addition we invested � 16m in capex with Meteor, and
� 25m on property, for a group spend of � 250m this year.
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Making an essential acquisition

� Negotiated and acquired
Meteor, our mobile phone
company, for � 423 million

� Doubled the addressable Irish
telecoms market for eircom to
c. � 4bn

� supported the momentum of
the business with the eircom
resources and cash

� launched an aggressive build-
out of the mobile network to
offer parity with other
operators

� accelerated the retail
distribution network build out
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Rolling out DSL

� eircom is rolling out
broadband in Ireland

� and has absorbed start-up
losses of � 80 million in two
years while doing so

� eircom has now 250,000
broadband customers and a
retail market share of about
76%

� and reaching break-even at
EBITDA
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DSL line base: showing consistent  growth

Developing our broadband /internet business

� Capturing market opportunity

� ~250k customers (incl.
pendings) as at 12 May ‘06

� ~76% retail sector share
(retail / bitstream, excl. LLU)

�  ~55% retail sector share of
total Broadband market
(excl. LLU)

�  LLU starting to grow

�  9.6k lines as at 20 April ‘06

� Reiterate target of 500,000
subscribers by Dec 2007

2,400 net adds
per week

1,600  net adds
per week

2,400 net adds
per week

Broadband and internet revenue
� m Mar-04 Mar-05 Mar-06

Dial up traffic 113 97 88

DSL 17 55 90

130 151 178

Note: Retail & Wholesale Bitstream only (excludes LLU)
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Delivering competition in the market

Competition for market share

Source: Company estimates

Winback

(Winback as % of gross losses)

62.7%

81.9%

Jan-00 to Mar-06 Apr-05 to Mar-06

To end March 2006
Winback 
success

Gross losses YTD (176,203)

Winbacks YTD 144,303

Net losses YTD (31,900)

�  Competitive marketplace features
� main competitors actively selling WLR with

approx. 197k wholesale PSTN lines and 36k
wholesale ISDN channels at end of Mar-06

� eircom’s response through winback &
customer acquisition programmes

� Talktime Anytime (launched on 3-May-05)
driving excellent winback performance:

� winbacks at 81.9% for the year
� Customer acquisition programme produced

strong sales for the year:
� 42k  sales in 2005/2006

� Traffic minute market share estimated at
69.3% for Mar-06 (70.8% for Mar-05)

� reduction reflects net losses from CPS or WLR
� rate of market share loss has slowed in 2005-

2006 due to high level of winbacks
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Putting the assets to work

� This year we launched the
building of our headquarters
building at Westgate to put
some 1,700 of our staff on a
city centre campus

� we realised a profit of � 48
million and cash of � 60 million
from our property portfolio

� on target to occupy by April
2008, with potential opex
savings of up to � 10m per
annum

� with further profits and cash
from the portfolio as projects
mature



Financial overview
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Income statement for eircom and Meteor - year to March 2006

Note: Meteor’s results have been consolidated with eircom with effect from December 2005
*Adjusted EBITDA before restructuring programme costs, non cash pension charge and profit on disposal of property and investments

Fixed 
Line Meteor

Consol 
Adj.

eircom 
Group

� M � M � M � M

Revenue 1,618 87 (12) 1,693
Operating costs (1,077) (83) 12 (1,148)
EBITDA 541 4 0 545

Depreciation & amortisation (317) (16) 0 (333)
Disposal of fixed assets 52 0 0 52
Restructuring costs (30) 0 0 (30)

EBIT 246 (12) 0 234
Finance costs (incl. pref div of � 18m) (123)
Share of associates profit 1
Profit before tax 112
Tax (30)
Profit for the year 82

Adjusted EBITDA* 597 4 0 601
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Quarterly overview of the fixed line business

Q1 Q2 Q3 Q4 YTD YTD
June Sept. Dec. Mar Mar. Mar.

� M 05/06 05/06 05/06 05/06 05/06 04/05

Turnover 399 403 404 412 1,618 1,598
Cost of sales (101) (100) (105) (100) (406) (379)
Gross margin 298 303 299 312 1,212 1,219

- Pay (83) (89) (86) (83) (341) (350)
- Non pay (66) (64) (72) (72) (274) (259)
Operating costs (149) (153) (158) (155) (615) (609)

Total operating costs (250) (253) (263) (255) (1,021) (988)

Adjusted EBITDA* 149 150 141 157 597 610

� Quarter 4 Turnover recovery due to increase in domestic interconnect - call origination &
termination - as well as a reduction in discounts

� Increase in non pay costs in quarter 4 due to onerous contract provisions partly offset by
reductions in consultancy and provisions for compensation

*Adjusted EBITDA before restructuring programme costs, non cash pension charge and profit on disposal of property and investments
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� Revenue improvement due to higher sales of DSL and low margin interconnect traffic, offset by
reduction in Retail traffic and increase in discounts given to promote sales.

� Cost of sales increases are due to higher foreign outpayments volumes and also equipment
costs associated with DSL and CPE.

� Non pay cost increases due to provisions for onerous contracts, sales & marketing costs
associated with defence of core revenue streams, and consultancy/advisory costs relating to
transactions and SARBOX.

Fixed Line EBITDA movement ...

Fixed line Against prior 
year
� m

Adjusted EBITDA 04/05 610

- net increase in revenue 20
- net increase in cost of sales (27)
Gross margin impact (8)

- reduction in pay costs 9
- increase in non-pay costs (10)
Adjusted EBITDA 05/06* 601

*Adjusted EBITDA before restructuring programme costs, non cash pension charge and profit on disposal of property and investments
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Changing revenue mix is altering the gross margin ...

� High margin traffic revenue falling off - due to competition and falling market size

� Low margin interconnect is growing ( cost of sale increase of � 27m, � 21m on interconnect and foreign
terminating)

� DSL moving to break-even at EBITDA, but revenue gains are partly offset by increased discounts

Revenue increase / (decrease): YTD vs prior 
year
� m

- Access: PSTN & ISDN 4
                 DSL 35
- Voice & other traffic (50)
- Interconnect revenue 39
- Other: Data comms, ISP & other 6
- Traffic, access & data discounts (10)
- DSL discounts (4)

Overall revenue increase 20
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Fixed Line volume trends

At March At March
2005 2006 Change

Access - thousands of channels:

- PSTN/ISDN 1,868 1,756 -6%
- Wholesale line rental (PSTN/ISDN) 114 234 105%

1,982 1,990 0%
- DSL 128 230 80%
Total access channels (©000) 2,109 2,220 5%

Leased lines 26 25 -5%

Traffic - millions of minutes:

Voice traffic 6,550 6,137 -6%
Data traffic 5,052 4,387 -13%
Total retail traffic minutes (m) 11,602 10,524 -9%

Interconnect services minutes (m) 8,016 9,244 15%

Total Retail and Wholesale minutes (m) 19,618 19,768 1%

� Total PSTN/ISDN channels
have increased ..

� .. But Retail share is falling as
lines transfer to WLR.

� DSL lines have almost
doubled compared to prior
year

� Leased lines numbers are
falling as customers migrate to
products with higher
bandwidth.

� Retail minutes are falling due
to market share loss and
migration to mobile/DSL.

� Interconnect minutes are
increasing, mainly due to
increases in transit and
foreign terminating traffic.

Note Meteor volumes included in above
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Pay costs

� Pay costs have reduced due to
the outsourcing of staff now
captured under non pay costs
and a one off credit of � 4m.

� Headcount of 7,109 at the end of
March, a reduction in the year of
166, or 2%.

� Reduction in Agency staff
headcount is due to outsourcing
of ISP Helpdesk and Call Centre
operations to third parties during
the year.  The costs of these staff
have transferred to non pay.

� New VL programme launched in
Qtr 4, 05/06.  190 FTE have left
under VL this year, but mostly in
the last quarter, with the result
that the related pay cost saving
will not be seen until 2006/07.

Staff costs:
YTD March 

04/05
YTD March  

05/06
� M � M

Fixed line staff costs:
Wages & salaries & other staff costs 368 355
Social welfare costs 14 15
Pension paid 25 31
Pay costs before non cash pension 407 401
Non cash pension 15 56
Pay costs before capitalisation 422 457
Capitalised labour (58) (60)
Total fixed line staff costs 364 397

% change 9%

Headcount: 31 Mar 05 31 Mar 06
Total Fixed Line headcount 7,275 7,109

% change -2%

Agency 306 94

% change -69%
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Other operating costs costs

� Payments to telco operators
higher due to interconnect and
foreign outpayments

� Accommodation costs are higher
due to provision of � 14m for
onerous contracts

� Increase in Sales & Marketing is
due to DSL sales support,
investment in rebranding and
sponsorship, and outsourcing of
Agency staff.

� Misc costs are lower mainly due
to the release of bad debt
provisions during the year, and
the release of a provision in
Insurance & Compensation on
asbestosis and the costs
associated with staff outsourced.

YTD March 
04/05

YTD March 
05/06

� m � m

Payments to other telco operators 298 319
Purchase of goods for resale etc 81 87
Materials & services 52 49
Other network costs 28 26
Accommodation 53 67
Sales & marketing 34 42
Transport & Travel 18 19
IT 15 14
Miscellaneous costs 63 57
KPN / Telia credit (3)
Other fixed line operating costs 639 680
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High cash generation

Year ended
Group consolidated cash flow Mar ©06

� m

EBITDA (before restructuring programme costs 
and non-cash pension charges) 601
- Restructuring & exceptional costs (41)
- Working capital movement 15
Cash flow from operations 575

- CAPEX and purchase of intangibles (250)
65

- Interest paid (net) (107)
- Tax (35)
- Lease payments on DECT phones (4)
- Proceeds of rights issue (net of expenses) 394
-  Acquisition of Meteor (428)
Cash available for dividends and debt 
repayment 210

Repayment of borrowings (70)
Dividend payments (117)

Net cash flow 23

Opening cash 31 March 05 388
Closing cash at 31 Mar 06 411

- Disposal of fixed assets and investments

� Total cash generated during the
year before repayment of
borrowings was � 93m

� Closing cash balance of � 411
million at the end of March 2006

� Bank loan repayment of � 70 m
made in March 2006.

� Cash flows in the year affecting
the trend:

� Interest payments � 107m
� Dividend payments � 117m

(incl. � 19m preference
dividend)

� Receipts on sale of property
and investments etc � 65m
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Capex application for eircom group

� c. � 250m for the financial year for the total
group on tangible assets;
� � 209m for core fixed line business
� property c. � 25m,
� Meteor � 16m.
� “Other” includes reclassification of DECT

phones � 11m (formerly operating leases)

� 3 year rolling programmes

� Focus on network renewal, maintenance
and improvement, to increase network
quality and support DSL

� Cash outflow on Capex � 233m for the
year difference is due to timing.

� NGN and Vista plans currently being
evaluated

� Increase in depreciation charge year on
year due to changes in asset lives with an
impact of � 24m and inclusion of Meteor
� 10m.

Note:

� Access includes service and household growth
and renewal

� Network services includes Switching,
transmission data services and DSL.

Access
37%

Network Ops
7%

Network 
Services

28%

IT
2%

Property
11%

Other
8%

Meteor
7%
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IAS 19 pension deficit reduced by � 420 million

� Non-cash pension charge under IAS 19 is � 56m for the year 05/06 compared to � 15m in
04/05.  (Anticipated non cash pension credit in 06/07 of c� 7m).

� The IAS 19 pension deficit (pre deferred taxation) has reduced from � 583m at 31 March
2005 to � 159m at 31 March 2006.

� Longevity assumption updated in actuarial report in 31 March 2005; 84 years for Males and
88 years for Females.

As at 31 March ©05 31 March ©06
� m � m

FRS 17 deficit (� 583) (� 159)
Unrecognised pension deficit � 773 � 293
Balance IAS 19 surplus � 190 � 134
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Debt profile

As at 31 March ©05
� m

31 March ©06
� m

Bonds 1,060 1,060

Term loans 1,250 1,180

Overdrafts & other 0 0

2,310 2,240

Preference shares 0 144

Finance leases 127 138

Total debt 2,437 2,522

Cash on hand (389) (411)

Total net debt 2,048 2,111

� Preference share capital (� 145 million) is classified as debt under IFRS
Notes:
1. Net debt is shown excluding capitalised debt issue costs of � 41m 31 March 2005  and � 36m 31 March 2006 and excluding cash

flow hedge of � 18m.



Meteor
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Total revenue 05/06

� Service revenue � 211m, Equipment revenue � 10m

23 25 29 33
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Prepay Postpaid Interconnect Visiting Roamer Equipment

�  in millions

� 43m
� 49m

� 61m
� 67m

Note:Results stated under IFRS for the first time – prior quarters re-stated to reflect new policies
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Continued success in post-paid sector

5 5 6 7

14

24

36

49

1Q04 2Q04 3Q04 4Q04* 1Q05* 2Q05* 3Q05* 4Q05*

Postpaid subscribers (©000)

*unaudited

Prepaid
92%

Postpaid
8%



28

Overview Q4 05/06

� Subscriber Base Growth
� 47k prepaid net subscriber additions
� 13k postpaid net subscriber additions - growing postpaid to 8% of

the total base

� Gross Margin
� 13% growth in service revenues over prior quarter
� 7% increase in overheads over prior quarter

� EBITDA
� Reported EBITDA of � 4m 05/06 in four months post acquisition

Note:Results stated under IFRS for the first time – prior quarters re-stated to reflect new policies
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Blended ARPU 05/06

� Data ARPU is on average 20% of total service revenue each quarter

� ARPU is monthly average in the quarter, using as a weighted
average subscriber base.

� 27.54
� 29.20 � 30.43 � 29.07

� 7.18 � 7.08 � 7.35 � 7.00

� 36.08
� 37.78

� 36.28� 34.73

-
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40

Qtr 1 Qtr 2 Qtr 3 Qtr 4

Voice Data Total 

Note:Results stated under IFRS for the first time – prior quarters re-stated to reflect new policies
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Distribution Strategy

� Expansion of retail distribution
channel
• Currently operating 22 Stores
• 18 additional stores planned for

fiscal year 06/07

� Benefits of expansion
• Broadens reach
• Incremental sales volume
• Lower average cost of acquisition
• Protects against new competitive

threats
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Key growth drivers

� Aggressive promotional offers

� Supported with higher advertising spend

� Broad distribution

� Improving consumer confidence in the brand
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Short and long term momentum

� Meteor is ahead of plan and expectations on customers,
revenue and EBITDA

� an accelerated build-out of the Network is being executed to
improve the Meteor competitive offering

�  this has been a period of huge growth, which has challenged
the systems and company structures

� At this point the company needs to balance short term
momentum with the sustainable delivery of longer term
growth

� a significant management challenge currently being delivered
on



Conclusion
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Concluding comments

� There have been huge demands on the management team this
year with this level of activity in and around our business

� we have hit all our strategic objectives; rolled out DSL, driven
back into mobile,

� and maintained margins, profitability and cash flow in a very
competitive market

� the company is poised to grow while protecting our customer
base and delivering new products , services and value

� with commercial returns to our stakeholders. The second
interim dividend of 5.2 cent delivers the 10.2 cent expected by
the market


