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NON-BINDING ENGLISH TRANSLATION

ANNEX

CONCERNING THE REALIZAT
SEPARATION WITHI

COM” S.A., OF ACCOUNTING
CCOUNTING SYSTEM

1. General provi
1.1. The Object of the

1.1.1. Th
hereinafter refe
internal cost acco
access to, the Opers
prepared based on ac
Finaneial,Statements.
The accoun
form which p
ities, as if t
herwise p
e meaning
n and accot

esent regulati

age of the performances o
tities.

Busines he aGtivities through which a range of
g provided a ternally, for the users of an
e with the U me or other operator, or to
ird party ope hese services include the
he Core Network Business may provide other
pr the designing, execution and maintenance
ks. The accounts of the Core Network
capital employed associated with the
enues of Core Network Business will derive mainly,
ices to the Retail Business, and to other operators,
nd the capital employed for the provision of leased
be included in the financial statements of the Core
Network Business. The ent to the provision, on the retail market, of the
leased lines at the core ork level shall be charged afterwards to the Retalil
Business. The revenues earned from the provision of leased lines at the core network
level will be allocated directly to Core Network Business, for the leased lines provided
on the wholesale market, respectively to Retail Business, for the leased lines provided

ed by

Business i
provision of
from the sale o
on the wholesale
lines at the core net
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on the retail market. The Core Network Busig
Network.
1.2.1.2. Access Network Business
of the end users to the core network d on the gross market, internally as
well as to the other operators. The 8 Access Network-Business include the
costs, revenues and capital emplg \ ateo he provision and maintenance of
these connections with the co KiThe AcceS atwork Business include all the
network components dedics d users, as fo nple, the line cards, located
at concentrators and/or e e costs and the cap employed associated with
the provision of the local gments of the leased liné all be included in the
accounts of Access Network B ess. The costs associated he provision of the
local loop segments of the leased 5 on the retail market, shall B erwards charged
to the Retail E s. The reve esulted fromgthe provisio e local loop
segments of the ines shall be allogated dire Access NetwO siness, for
the leased lines pra@ ), the wholesa arke ely to the Re Business,
for the leased lines on the reta Access Network B ess is
hereinafter referred to a etwork;
2.1.3. Retail Bus e activities ing the selling of services to
that may begine he account Retail Business are line ren
provision of [ e retai cet, calls, public payphones,
well as special i cess a alue-added services. The
)l Business reve and capital employed
sion of the [ i ers. osts allocated to the
de the tre C ed to use of network
keting and as ed w e provision of
e the provis ephony o thegend users (line
ervice provided by the Retail B £SS, ¥ revenues
bscriptions o end users sha ecorded in the
der to assoclate the costs with the corresponding
drovision elephony lines to the end users
Netwa hen cf ed to the Retail Business. The
red to as F
all the activ i included in.1.2.1.-1.2.3. The
de the costs, nues and capital employed
activities. This Business shall include activities
ion, sel ental or maintenance, third party billing and
provisio electronic communications networks or
services. Th i [ r referred@ as Other Business.

hereinafter referred to as Core

vities through which connections

of the

1.2.2. Sub- e Core Network:

1.2.2.1. Intercon ub-business — all the activities associated with the
interconnection for originatign, termination and transit of calls in the Operator’'s
network. The costs of interconnection with electronic communications networks of other
operators, for the termination of calls originated in the Operator’s network, shall be
recorded in the Interconnection Sub-business. The accounts of this Sub-business
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ociated with the activities included
s is hereinafter referred to as

include the costs, revenues, and capital employg
in this Sub-business. The Interconnection 3
Interconnection;

1.2.2.2. Leased Lines-core S — all the activities associated with
the provisioning of leased lines corre 3 core network (including the part of
the terminal segments of the ledSed Situatednat the core network level). The
accounts of this Sub-business e costs, enues and capital employed,
associated with the activities this Sub-bus The revenues of this Sub-
business will be represe py transfer charges the Retail Business, for
leased lines at the transy stwork level provided o e retail market and,
respectively, by revenues ea om the provision of leaseC 23S, at core network
level, on the whalesale market, d to other operators. The L€ l Lines-core Sub-
business is here referred to a ased Lines-core

1.2.2.3. O tivities of ‘Core, Netwa b-business the other
activities correspo ore Network: acg IS Sub-busines ude the
costs, revenues and pployed, as e activities includ N this
Sub-business. Other A ore Netwo iness is hereinafter refe to
S Business of Core

3-businesse

to Local le activities associated
Isive or shé erator and/er other operators of
ms the lo b-loop e accounts of this
StS, revenue e ed, jated with the
business. In pusiness; Opera all provide
rs as well as ards Retail. Se provided towards
ess to the lo dOop, shared acce the local loop
pop. The A 3 to the Local Loop” Sub-business is
ess 10 Q0p.
access S iness the activities associated with
egment cq gling he local loop. The accounts
S, revenues e tal"employed, associated with
iness. The reve of this Sub-business will be
om Retail, for the segments of leased lines
provie on the retail market and, respectively, by
n of lea ines segments corresponding to the local
jrectly to '@ther operators. The Leased Lines-Access
to as Leased Lines-access.
Access Network Sub-business — all the other
etwork. The accounts of this Sub-business include
loyed, associated with the activities included in this
s of the Access Network Sub-business is hereinafter
Access Network.

activities correspon
the costs, revenues an
Sub-business. The Other
referred to as Other Activitie




2. Accounting principles applica
Statements - regulatory accounting prig

to the Separated Financial

2.1. When preparing the Separa
will apply:
a) cost causation, according te eve and costs, assets and liabilities
shall be allocated to cost cog etwork € onents, Businesses and Sub-
businesses, in accordance W ities which cat e revenues to be earned,
costs to be incurred, the & acquired or liabilitie e incurred. The revenues
and the costs include the t harges between the Bu es, between the Sub-
businesses and between the B esses and Sub-businesses u hereinafter referred
to as transfer chagges;
b) obje according to v A the allocationgof costs to B
objective and sha )e intended fo benefit g Operator or
for a product, servie ark compone ine DUSINESS;
C) consistency ent, according ere there are cha
regulatory accounting he methodo ost allocation or the ac
hat have a on the ation reported in the c
ancial Stateme jal state of the previous period shall™
ag to these . effect of entioned changes on the
in the Separated Fi atement onsidered to be material
or faulty £ ion € ese the pomic decisions of the
ated Fina ight be 2nced.
ording to V ' he acgoumting policies and
allocation, pa The jcation of the
ts and of ption 0 ost stem must
inciple.
ppear betwee principles stipula
eration.

Statements, the following principles

esses shall be
hird party,

o the
ing

o
N

p.2.1., these

ounting Seg

ated Financial'Statements
blish Separated Financial Statements for the

3.2. Sub-busine ore Network

Core Network shall b
a) Interconnection;
b) Leased Lines - core;

c¢) Other Business of Core Network.

saggregated in the following Sub-business:



3.3. Sub-businesses of the Acces

Access Network shall be disaggr following Sub-business:

4.1.1. The
account, the state
mean capital employ@
Separated Financial Sta
i ion to be include
Appendix 1, pa
aen  preparil

abserved:
2d Financia
0QY,
e Separated ancial State
\ inesses, 0
ments shall disclos€

sent regulation.
Statements, the followin

al Statements ¢ be prepared in
as they ar@rélevant;
ents shal prepared in accordance with the

dance with the

e) details
ements, as well

aving sig impact wen the Separated Financial
estating ope , shall be disclosed;
ments are to D shed on an annual basis and
M one year to the other. Where changes in the
cost allocation methodologies or in the
. the current balances in the Separated
e previous year’'s Separated Accounts
shall be rest i he respective changes, in order to ensure the
ts from one year to the other;

tements shall be prepared on current costs basis,
ions of these statements, in accordance with the

being also presented
provisions of p.4.4. (e).

h) the Separated Fin | Statements shall include only relevant costs. Relevant
costs are those cost categories incurred by a hypothetically efficient new entrant
operator. Exceptional and extraordinary items (as compensatory payments) shall not be
considered relevant costs, and therefore shall not be included in the Separated Financial
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Statements. The Operator will present a des n of non-relevant costs within the
reconciliation of Separated Financial Statemex atutory accounts.
i) the Separated Financial Statemen pre-tax.

4.1.3. The format of the Sepa
a part of the present regulation.

4.1.4. The Profit and Los aent format S
the turnover (split between 4 external provi pf services), the operational
costs and the transfer cha as the effects of tf rent costs restatements.
If the case, the Universal Sé ontributions shall also be d sed.

4.1.5. The return (profit shall be calculated on the basis as the cost of
capital (pre-tax).

4.16. T
of fixed and cu
liabilities and charg
average values for \o\
possible, and based o

presented in Appendix 2, which is

disclose information regarding

d Statement fggmat shall in a breakdown
otals for creditors ane pvisions for
veighted

is not
ing

an Capital Emp
sets, as wel
Mean Capital & pye t figures sha
to which et relates or, if
planation, @ average of opening and

atement o pMmponents

ator shall e it e Separa inancial Statements, a
ore netwo ork co ents. This statement
per minute f rk co ent (including the

length dep 0 h depé pt costs.
all elaborat ell, with e Sep ed Financial
the average minute cost each®nén-network
ory inquiry or @pekator services).
be prepared on historic and¥on current costs

or avere s of iwork components, drawn at
accounting indicate the fully allocated

a of the long o remental costing model, the
all be drawn in three versions:
pental, without any mark-up for common

smental costs plus equal proportionate

ntal costs plus common costs fully allocated to the
increment of which ponent belongs to). These costs will represent the
ceiling value.
4.2.6. The forma statements mentioned at par. 4.2.1. and 4.2.2. is
shown in Annex 3, which fo an integral part of this regulation.
4.2.7. The Operator shall present to the National Regulatory Authority for
Communications, hereinafter referred to as ANRC, the statements of average cost of

network components, the publication of these statements not being necessary.




4.3. Statement of costs of service

he Separated Financial Statements,
shall distinctively disclose at least

4.3.1. The Operator shall ela
the statement of the costs of servi
the following services:

I. Services provided olesale market included in
the reference interconnecti

a) interconnection
local, regional or national lev

b) interconnection for sw

c) collo

d) leasec
technologies);

e) leased ling
capacities and technol0
access to non

igination or call termi at fixed locations (at

transit;

network level

upon

dry services and premiu

QI Services;
enquiry;
considered
ed by the A
ocal loop;
e local loop
he local 100

level - leaSe ineS segments
gacities and technaelegies);

access netwe
Dp_(split upo
o 2
red At
the R€ iness:

distinctive pes 2lephony lines);
the telepho

D€

access” up);

retail market;
rated as to the type of service);
elevant.®

[) other services ¢

! This category shall include all the services provided through Core Network
2 This category shall include all the services provided through Access Network
3 This category shall include al the other services provided on Retail



4.3.2. The costs of services will be dey
network components used for the provisio
factor of that service. Routeing factors wi
the degree with which each service us

4.3.3. This statement shall

umming the costs of core/access
rvice, weighted by the routeing
in routeing tables, which indicate
components.

both historical and current costs

basis.

4.3.4. The statement n at historical costs (using
statutory accounting policie costs of services.

4.3.5. Following i ntal costing model, the

current costs of network co

a). incremental costs
costs), representing the floor va

b). fully
common costs);

c). stand-ala to the
increment of which t \ t the
ceiling value.
3.6. The three 3
g. checking
ed at par. 43
at of the

costs of services
ated as having

or shall p
provide s in whic
ignifican he comple
ation being

ation

atio vill be p ped within the separate financial

of asgounting princCig pwed When preparing the Separated

s of sinesses and b-businesses;
rix
chang vhich impact on the Separated Financial
igures
ean Capital Employed and Profit and

ry Profit and Loss and the Mean Capital Employed
ofit and Loss and the Mean Capital Employed
ncial Statements, both consolidated.

2. reconciliation o olidated Profit and Loss and Mean Capital Employed
Statements, from the Separatéd Financial Statements with the Businesses’ Profit and
Loss and Mean Capital Employed Statements (including the presentation of transfer
charges).

Statements, with
Statements, from the




3. reconciliation of Profit and Loss and
Core Network, with the Profit Loss and Me
transfer charges) of the corresponding S
4. reconciliation of the statem
account of the Businesses/Sub-busi

apital Employed Statement of the
mployed Statements (including

f services with the profit and loss
e services are not included.

financial information obtaine inancial Statements
are considered not to be confid
of par.4.6. of th
confidentiality o
Operator and estaB

4 .6. Publicatio

The Separatet
A an annual B

e prepared for a financial
on January the 1% and en

parated Financia lished within 60 days
ication da statutory financial
ent, not late of the period to

inancial sta ents

arate inancial be subject to audit, in
i orce and pal and international audit

shall the opinion with regard at least the following:
d Fina Statements reflect, in all material aspects,
e accot g documents and the relevant financial

ancial Statements are prepared in compliance with

the provisions o and other relevant legislation in force, concerning
the separate acco
¢) whether th paration system, the procedures for collection and
processing of the acc ormation and allocation methodologies used are
consistent with the Costing odology published by the Operator.
5.1.3. In order to issue the opinion with regard the above-mentioned topics, the
audit shall also investigate the procedures and methods for allocation and for current

costs valuation, by way of running detailed technical analysis.
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ent shall be concluded between the
approval. The agreement shall
5" elaborated by the auditor and to

5.1.4. For the audit to be realised, an agg
auditor and the Operator, and shall be neg
stipulate the right of ANRC to consult the
request any information on the activity g with the purpose of concluding an

audit opinion, including on the ecking and tests conducted by the
auditor, within the audit. The agrg .\ also ate the right of ANRC to require
supplementary checking of ce onsidered relevant. The audit opinion shall
be addressed both to the Op RC.

5.1.5. The audit op
Operator shall make availal§
Separated Financial Statemen

eholders and t@
pe submitted to ANRE
RC the audit opinion, ac

approval. Therefore, the
panied by the audited

6. Transfe ging Princip

6.1. A system charges wo vices and produc pvided
between the main Bu € L Sub-busing e following diagram sh@ he
p, of the Core Ne k, A Network, il and Other Licensed operat@

iR

Other
Operators

6.2. The Core Network se ange of service§'t0' meet the differing needs of
other Bicensed operator Retali ectively. The price of each service is based on
the f ocated cost of etwork pponents, including a reasonable return on
capital, to provide the ice. A ne component is a unit of network plant or
activity who st can be s ately derived;y” but which, in most cases, can not be
separately supg

6.3. All se
or to Retail, are bu
routing factors. Routing
network products providee core/access networks.

6.4. The payments ideptified at A are based on the interconnection charges from
the Operator’s RIO. The payments at B are transfer charges. Similarly, Access Network
interacts with Retail and with Other Licensed Operators. The payments identified at C
are based on charges paid by other Operators to the Operator for the services offered

s sold b
fra

ore Network, either to the other licensed operators
nations of one or more network components using
tify the average usage of network components by
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through Access Network (mainly, the access
transfer charges between the Retail and Acg
services (mainly the connection and line rg
6.5. The structure of informati
disclosed in the Separated Financia
which are part of the present reg
6.6. The Transfer Charg ved on the preparation of the
Separated Financial Stateme
a) the transfer
components, services and
activities, which cause the reve
b) the allogation shall be € any Business or
Sub-business, s or cost compa :
c) there sl onsistency of 1 ar to year.
d) the trans ing methods [
e) there should
f) the transfer c
age and unit
ariffs for the
the equivale
principle, t Network, under same
Aterconnect ~ ble to other operators,
eference i

inancial r ransfer charges
businesses,

e |ocal loop), while D represents
k, corresponding to the access
2d by the later.

o transfer charges which must be
presented in Appendixes 5 and 6,

be allocated to cost
accordance with the

for costs, réevenues and mea

ital employed

Operata IR0 Sy

prepare and [y along with the Separated
culationMethodology and¥géparate accounts of the costs,
ploye ereinafter referred to as Costing Methodology,
aratio em, as well as the accounting principles and
e Separa inancial Statements.

7.1. i ethodolog e description of the Operator’s costing

uted costs, incremental costs, etc.) and the cost
rrent costs, etc.);
e accounting principles and policies used within the
accounting separation, in e regulated accounting principles;

c) the allocation m ds being used to identify revenue, costs and capital
employed of each service and network component

d) the description the treatment applied to each category of cost, revenue or
capital employed, including the presentation of the costs drivers used for this allocation

b) a detailed d

12



e) a detailed analysis of the cost hierarc
f) the degree to which sample data ha
g) a detailed description of the tra
the accounting separation;
h) the description of the meth inciples used for asset valuation on
current cost basis and for preparig \ al statéments based on current cost.
7.1.3. The syntheses of qation to be ded by the Operator within the
Costing Methodology is pres ppendix 1, part ich is part of the present
regulation.
7.1.4. The accountirg
the Costing Methodology and &
the provisions of the present dec
715 T )erator has the igation to publish the Costi
least 3 months beé blishing the ated Finag tatements.
7.1.6. Follo aluation, AN 3 hanges in
Methodology, indicat N \ parated Fing s to be modified
reflect these changes.

d in each of the sampling bases
g system which operates within

ples and policies and the
led for preparing the Separate

hodologies detailed in
ounts shall observe

fjethodology at

Costing
der to

inciples of allacati S, reven hd capital employed

of allocation and capital @mployed are:
pn, accora icl 2nues ling transfer charges),
charges);\ ass ities shall ke allocated to cost
] Businesse es in grdance with the
enues to be g incu or the assets to
incurred.
onsidered wt Ising specific "€ ation ses. If the
aterial impat total cost of it to which the
pt, services) Businesses and Sub<=businesses), the
Jase enounce

g to whi gcatio es shall be objective and not
or any o 2rate oduct, service, component,

ording to whi ame allocation bases should
iples and bases of allocation are modified and
rrent Separated Financial Statements, the
eparated Financial Statements on the new

to which the Operator shall publish detailed
information rega ues and capital employed allocation methodologies

within the Costing
7.3. Costs catego

7.3.1. According to the principle of cost causation, each item of cost shall be
allocated to the products and services provided by the Operator. A standard cost
allocation process is illustrated in Appendix 7, which forms an integral part of the
present regulation. The allocation procedure used by the Operator shall comply with its
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already implemented costing system, provided
observed.
7.3.2. Each cost item can be consid
a) direct costs —those costs tha
a service or product provided by the
b) indirectly attributable cos Osts an be related to a service or
product on a non-arbitrary basjg e relatio 9 of the costs to direct costs.
Such costs shall be allocated rant service or p t using an appropriate
cost driver.
¢) unattributable co
apportionment can be identifie
products and seryices on a non-a
category of co e overheads, D€

e above-mentioned principles are

one of the following categories:
tly and unambiguously allocated to

e costs for which no di
is therefore not possible tC
ary basis. These costs are
allocated to the products o

or indirect method of
ate these costs to
o fall under the
ices using the

Equal Proportiona -Up method or ang ethod.
7.3.3. The g ethodology incl ment that wi ose the
unattributable costs aQap in detail the ethodology.
7.3.4. In order to de e propor attributable costs, the Operator
gusly apply the ’ N principle at at least 90% of the cos

d on this pring
der to alloca i ibutable'e to services and, then to the
2d in the a@ jon, the erator may use sampling
hey are b& tatisti odologies that do not

shall obse aciples erning the use of
poses:

clected objet
e shall be a

ed in a statistie anner and will be

atative for ofithe entire selected population;
seasone other temporary factors;
based 0 generallyaccepted statistical techniques
ANRC, whi e in the accurate allocation of
s), costs (i sfer charges), assets and

an annual base.
vithin the Costing Methodology a detailed
niques used, indicating the degree to

in the all@€ation process.

velop an operating costs allocation methodology,
which will be included osting Methodology, in accordance with the legal
requirements and the provi of the present decision.

7.4.2. A summary of possible allocation and attribution methods for operating
costs is provided in Appendix 8, integral part of the present regulation. The allocation
methods for operational cost stated in the appendix have a general character.

14



7.4.3. For allocation purposes, operati
categories (having common cost drivers)
components, services and business units
shall indicate the list and treatment of
Methodology.

7.4.4. The Operator shal cost allocation procedures in
correlation with the currentl ure and recording of costs,
procedures which will be im
par .7.2. (d).

s are grouped into homogenous
being allocated to network
of cost causation. The Operator
cost categories within the Costing

7.5. Revenue allocat

75.1. T erator shall d
stipulations in the
contained in the Ca

7.5.2. A synt
Appendix 9, which for
. The process
ith the cons

etween reve

enues fro
s and serv
ation of
allocatie » ove is not
is of i

services can be directly
n accounting records
nces where direct
ttributed on the

apital emp d and determ pn of cost of

ith the leg
elop a me
Methodology
the cost of apital corresponding to the
the value of the capital employed to every
esses. The cost of capital will be applied to
onents, as well as in other similar assets,
eeds to be included in the services and

the provisions of the present
ocation of capital employed

return tha

ital will be derived based on weighted average cost
ment of WACC calculation shall be included in the
alue, determined by the Operator, together with its
nnually to ANRC’s approval within 4 months from the

of capital (WACC).
Costing Methodology.
calculation formula shall
end of the financial year.

7.6.4. A summary of possible allocation methods for capital employed, together
with an indication of the principal Businesses to which it might be expected that each

15




item of capital employed would be allocated is
of the present regulation.

7.6.5. The determination of th
accomplished by using the following b

ted in Appendix 10, which is part

ployed by Businesses may be

Equity + Long Term Debt = Total labilities - Provisions
This balance sheet identity i of the capital employed by
Businesses, by apportioning e cost causation principle.

7.6.6. In order to each Business and Sub-
business, there will be allo ing the period and not
the closing balances.

7.7.Cong pcy of Treatm

7.7.1. Work [ sets and
current liabilities.

7.7.2. The trea
iaciple of consiste
psts and revent
8 exclusion 0
es or Sub-
or Sub-B

assets, and the treatment
rinciples, as stated at p.7.

Depreciatic

e set on the of a network

early basis. seful lives of T

e statutory at ts.

ay he asse , If they are not justified by the

ditions. jation n the asset lives used in the
ately ide ithin osting Methodology.

as similar are based on different
evaluated dis

sets additions™and disposals, as well as the

pbserve the statutory legislation.

analyze e changes in asset lives with significant

consider echnical and economical reasons which

ell as the examination of changes effect on the total

red, and shall be presented as a separate note,

annexed to the Se i tatements.

ent, within the Costing Methodology, a breakdown

ory of fixed assets. If different useful lives are used

ixed assets, these asset lives shall be distinctively

sets will usually

of useful lives used for
within the same categor
underlined.

7.8.7. Fully depreciated fixed assets will have zero current net value and their
costs will not be accounted for within the current costs of services.
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the Costing Methodology, the
eparated accounts.

7.8.8. The Operator shall present,
description of the depreciation method used

7.9. Current cost accounting

7.9.1. The Separated FinafGi3 e ased on current costs shall be
prepared using the concept @ \ capital enance. The concept of the
Operator’s financial capital onsiders the sholders’ funds at the end of
the period are maintained S at the same leve at the beginning of the
period. Within this concep profit is recognized onl the gains or losses
derived from the valuation of 3ts at current costs are cons d (changes in asset
values can be generated either he effect of general inflatio by technological
progress) and k effect of infla shareholdersafounds.

7.9.2. The ef current cos mplies the ation of asse€ and hence,
depreciation) on a osts basis. eval be realized © the Net
Replacement Cost ho e use of t es the evaluatior assets
either at their current e, or at the a Modern Equivalent # in
cas assets which can eplaced.
he Operata de in the sting Methodology a deta

ethods used ssets vall )N a current costs basis, fo
g the Sepa i atement

prepare the Jarated F ial gents for the

pcial Stateme yrepared for the
from the glication of the

pacial year 2004
atutory financial

inancial St ats prepared for the financial year 2004
aformation e, fi jal statements for the year
omparative alSStatements starting with the

odolog ich shall accompany the Separated Financial

2004 be transmitted to ANRC for approval, until
next ial exercises, the methodology shall be
ths beforelits’ publishing.
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Appendix 1

The synthesis of the information to be presented by the Operator within th arated Financial Statements and the

ing Methodology

No. on costs: Chapter
1 4
2 ean Capital Employe 4
3 al Employed — B 4
4 b-businesses; current costs 4
5 p|0yed — Sub current costs 4
6 | There ed — Sub-busine : current costs 4
7 | The state york compone historical and current costs 4.2.

She statemen historical and current costs 4.3.
ription 0 A 4.4,
sinesses; 4.4.
| urrent costs 4.4,
es with significan t on the current current costs 44
Capital Em[ g Statements
Mean Employed S
ploy historical and current costs 4.4,
atements, both consolid

ofit and and Mean Capita Sehstatements, current costs

14 | fro Separated Financial S ts with 3usinesses’ Profit a ean 4.4,
Capital oyed Statements (incl e prese p of transfer charge

Reconcille ef Profit and Loss and apital ed Statement of Core Network, current costs

15 | with the Pre s and Mean Capital E ed State including transfer charges) 4.4,

of the correspe )

16 | Reconciliation of t ement of cost of ¢ with the p d loss account of the Historical and current costs 4.4.

Businesses/Sub-busi where these se re not included.
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11. Costing
Methodology

Description of the cost standard used

J separation (e.g. fully a

1 costs, incremental costs, etc.), and tf being used (historical costs, 7.1.
costs, etc.);
2 Detailed description of the accounting pri and policies used for the accountin 71
separation, including the regulated accounting 8 es; o
3 | Description of allocatio d methods used ntifying the revenues, costs and 7.1.
the capital employed for & ice or network comp
4 The description of the trez each cost catego enue or oyed, 71
including the presentation of ¢ diriy ed for this alloca o
5 | The detailed analysis of the hiera \ 7.1.
6 The degieesto which sampling has be }_l 7.1.
7 iption of the transfe gparation; 7.1.
8 : ethodqlogy anc \ gSsets on current costs 7.1.
aration of the fi
9 e costs and the historical and current co 7.3.3.
10 ng techniques; 7.3.7.
The detaile alculation prog historical and current costs 7.6.3.
he stateme each category 7.8.
ed descrip 7.8.
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Appendix 2

Reporting formats of the Separated Financial Statements
(presented in million ROL and thousand Euro)

I. Reporting format for the Core Network®

PROFIT AND LOSS ACCOUNT

Turnover:
Transfer charges to Retalil
From other operators

Transfer charges Other Activities
Total turnover

Operating costs
Operating costs specific to the Core
Interconnection charges paid to othe
Current cost adjustments’

Return on mea employed X% X%

* The same formatwould apply to separate financial accounts of the Sub-business within Core Network

® These current cost adjustments include the change to the historical costs arising from the reevaluation
of assets on a current costs basis. In this respect, the Separated Financial Statements for each
businesses or Sub-businesses reflect the adjustments that comprise the unrealised holding gains or losses
arising from changes in assets values, together with the effect of restating at current cost on asset value
and depreciation of the appropriate allocation of current cost values of assets between businesses/Sub-
businesses.

® Pre-tax
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THE STATEMENT OF MEAN CAPITAL EMPLOYED’

Current Prior
period period

Fixed assets
Tangible fixed assets
Intangible fixed assets
Investments

Total fixed assets

Current assets
Stocks
Debtors
Short term financial investments
Cash at bank & in hand
Total current assets

Current liabilities
Net current assets / (current [

Total assets less current liabilitié

Mean capital erg

" Will be presented weighted average values, in accordance with the provisions under points 4.1.6. of the
present rule.
21



I1. Reporting format for the Access Network®

PROFIT AND LOSS ACCOUNT

Current Prior
period period
Turnover:
Transfer charges to Retalil X

Transfer charges to Other Activities
Other operators
Total turnover

XX X< X

Operating costs:
Operating costs specific to Access Network
Transfer charges
Current cost adjustments
Holding (gain)/loss and other adjustments
Supplementary depreciation

Total operating costs X
Return X

THE RETURN ON M

(The for i d at point | of the present Appendix.)
TH

(The fo the one presented at point | of the present Appendix.)

8 The same format would apply to Separated Financial Statements of the Sub-business within Access
Network.
22



I11. Reporting format for the Retail Business

PROFIT AND LOSS ACCOUNT

Current Prior
period period
Turnover
From Retail X X
Other operators (billing services) X
Transfer charges X
Total turnover X

Operating costs:

Operating costs specific to Retail
Transfer charges from core network
Transfer charges from access network
Transfer charges from other activities
Current cost adjustments

Holding (gain)/loss and other adjustments X
Supplementary depreciation X
Total operating costs 7
Return (excluding Uni X
Universal Service ¢ X X
Return (including ti
contributi X X
THE RE
(The forma the one presented at point | of the present Appendix.)

(The format will bé ar to the one presented at point | of the present Appendix.)

° The Operators’s contributions to Universal Service apply internally and would net off to zero, therefore
will not be shown.
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IV. The reporting format for other activities

PROFIT AND LOSS ACCOUNT

Current Prior
year year
Turnover X X

Operating costs:

Operating costs specific to Other Activities X
Transfer charges from Retail X
Other transfer charges X

Current cost adjustments
Holding (gain)/loss and other adjustments
Supplementary depreciation

Total operating costs

Return

THE RETURN OF MEAN CAPITAL

(The format will be similar to the one [ e present Appendix.)

THE STATEMENT Q

(The format will bg ‘ anted at point | of the present Appendix.)




Appendix 3

The format for the mean costs statement of the network co
thousand Euros)

nts (presented in million ROL and

- - Return of mean
Network Operating Capital capital employed

components costs employed (%)

Volume
min/sec/km/etc.)

Total operating c

apel capital costs Average cost

In the category of network components shall nd access network components. The total of
operating costs for these network components will be 7 otalb operating costs within the profit and loss
account of the Core Network and Access Neiw ill present distinctive situations for the core
network components and the access ng
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Appendix 4

The format for the statement of the provided services costs (pr

d in million ROL and thousand Euro)

Network components

Concentrator

Local switch processor

al switch ports

ansmission link he

Cost of services

Average cost of network
components

Floor value (LRIC)

Eully Allocated Costs

Ceiling value (stand-alone costs)

Services:

ING FACTORS

<
< [S3=
s s og
Q= E% =
= 0 — DS~ [} =
= f [} c c [
s S 268 @ S =
~ 9 = T E ] ¢ 3
3 = = - n o o2 0 Q 5 =]
8 = T = ~ ) (6] c g
9O q 2N} c=2 0 =] ° < <
- = c > =0 > 50 D 5w
c = = S E SO = &0 [}
< @ =g ST T ] 7] =)
= c 252 [ 4 o o 38 &
S O 25 aZ G S J <] S 8 ©
s9 = no g o< = = )
5 © €5 o < g >
=] c © > <
= 3] [ = o
= (=} = c
= Q2 find =
= O
D S
7 O
c/min c/min min c/min c/min c/min c/min
EURCc/I EURCc/ EURCc/ EURCc/ EURCc/ EURCc/ EURCc/
pentru 10 Kml pentru 10 Km |

Core Network

Call termination at local switch

Single transit

Access Network

Call origination at local switch

Retail

NB:

at of this statement to be realised by the Operator.
final format will include the most appropriate measurement units.
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Appendix 5

Structure of transfer charges between Core Network tail (presented in million ROL and

thousand Euro)*°
Average transfer Transfer
Services sold o tariff (EURc-min) chargg§ for Routm?1 Total
to Retail Activity activities Factors transfer
Peak Off peak independent to (90) charges
traffic
Local calls Call origination X X X
Call termination X X
L.-Tx Transmission link X X
Tx-Tx Transit X X
Network planning - X X X
Total transfer charges X
for local calls
National calls | .............
Total transfer charges
. X
for national cal |
TOTAL for transfer c s bet Co twork and Retail X
NB:
a) In the first column be included fatileast the services offered by Retail, according to par. 4.3.1 (I11).
b) Total for transfer cha between Network and Retail will correspond to the total in Appendix 6 - The

synthesis of the transfe ges

19 The format is indicative, the final format of this statement to be realised by the Operator.
1 percentage from transfer charges related to activities independent to traffic for that particular activity.
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Appendix 6

The synthesis of the transfer charges (presented in

ROL and thousand Euro)

other activities

access core
From /to network network Total
access network X
core network X X
retail X X
other activities X
Total X X

28



Appendix 7

Cost allocation process

Operating Data Capital
costs capture costs

Allocation process

)ra

Services Network Rdated Other
Functions Functions
| STEP1
Services Network
components Functions Allocation of costs
of Other Functions

STEP 2
Services Network

components Allocation of costs of
Related Functions

Services .
Allocation of costs of
Networ k components
STEP 4 Allocation _of services
costs on businesses and
Sub-businesses
Businesses
units
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The costs taken from the primary accounting documents are first
attributed either directly to the provided services, or to the network
components, to the functions pertaining to the provided services or to other

functions, as follows:

Services

These are the costs that can be directly identified with a
particular service. For these purposes, the term
“services” refers both to end-users services (e.g. the
provision of public payphones), d intermediate
services (e.g. network services).

Network
components

This pool contains the costs ed to the various
components of transmissi itching, and other
network plant and system ry embraces the

Functions related
to provided

This pool contai
to the users such

Other functions

services.

as a whole (e.g.
costs etc.).

The a
manner:

Each allocation step could involve a number of detailed sub-steps,
especially if the initial information is collected and registered at an aggregated

level.
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Appendix 8

Methods of allocating operating costs

Categories of Operating

Descriptio n
Costs P

Depreciation of fixed assets |Depreciation

Business units

Provision and installation of Payroll costs

all

equipments

Installation, contrac

core network, access
network

core network, access
network

Maintenance and repair
costs

Network planning and
development costs

core network, access
network

core network, access
network

t to network components/other plant where possible.

core network, access
network

Network management costs

AlloCate to network components/other plant on the basis of
the time spent by the staff to manage, coordinate and
control each type of plant.

core network, access
network

Other costs

Allocate to network componentsother plant on the basis of

the plant managed, where possible.

core network, access
network
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Categories of
operating costs

Business units

Description

Payroll costs retall

Marketing and Costs of sales of equipment Direct, within other other activities

sales costs Publicity, promotions, market |Direct to products therwise, for those
research, distributors fees, costs where m i promoted, cost retail
other costs should be attribu nable basis.

Payroll costs where possible; otherwise allocate based|retail (some costs

Billing and to core network)
collection costs Other billing costs (including where possible. Otherwise allocate retail (some costs
bill, bad debts) ills produced). to core network)
. Direct to costs of staff that carry out tasks
Operator services :
costs Payroll costs t relations should be allocated to |core network

Directory services
costs

Payroll costs and othe core network

Out-payments for outg@

core network

Payments to other |international traffic
operators Payments fQigi
agreemeg

and services. core network
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Categories of

Description d of allocation

Business

operating costs units
Human resources function costs HR function costs ated to the staff that are overseen |all
Human Resources Division by the HR functi ing the same basis as the
payroll costs
Accounting-Finance and other head office If related ice or Business, allocate all
Support costs suppprt functions —
Building costs and rent land and buildings. |all
IT costs Allocate to t r application on the basis of the use of the |all
each application. Costs allocated to
e attributed to those products and services
Costs of the support functions for the s/other plant or services where all
System support |provision, installation and maintenance  po
functions of the plant
Customer services |Order-taking, fault -reporti work components/other plant or services where all
costs services. etc.
- Covers the purchasing, work components/other plant or services where all
Logistic costs warehousing and logistics a
D ork components/other plant or services, based on all

General and
administrative costs

objective allocation.
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Appendix 9

Methods of revenue allocation

Connection charges

Charges for installing telephony lines shall
be assigned to retalil.

Subscriptions

Subscriptions shall be assigned to retail.

Revenues form the provision
of leased lines services on the
retail market

These revenues shall be assigned to retail.

Revenues from the provision
of leased lines services on the
wholesale market

Revenues from the provision
of access to local loop

, including the cost
erconnection point of
I charges shall be

d to core network.

equipment shall be allocated to the
appropriate services within other activities.

Engineering
ices/consult

Revenues from engineering
services/consultancy other than for
interconnection should be assigned to other
activities.
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Appendix 10

Methods of Allocating Capital E

liabilities

Category of assets and

Description

Principal
Businesses

A. Tangible assets

I. Primary Plant-

Switching equipment

Local switching equipment

or core network Components
e; Otherwise allocate to access
network respectively, on the

telephony lines and of the
itch traffic, respectively.
ork components can be

ated to products and services within the

2 network according to its use (seconds of

core network (some
costs
to access network)

Transit sV

ssible; otherwise allocate according to its
use (seconds of use).

core network

Direct to network components where possible,
otherwise allocate according to its use
(seconds of use).

core network

Direct to core network components or, as the
case may be, to the specific services provided
by other operators.

core network, other
activities
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Other switching equipment

es where possible,
other switching network
to the use of the

Direct to network
otherwise alloc
components
equipmen

core network

Transmission equipment

Traffic-sensitive
transmission
Equipment

onents where
cording to usage

core network

Cable and wire

Local loop equipment

ased on the amount of cable
e different services.

access network, core
network

where possible (e.g.
le ISDN access

access network

ct to core network components where
sible; otherwise allocate based on the

core network

ices provided by the network (e.g. data
transmission equipment directly allocated to
data transmission services).

core network

Direct to core network components where
possible; otherwise allocate according to the

usage.

core network
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Other equipments

Special network plant

Plant and equipm
provide one sp

at is used solely to
ervice should be allocated
t service (for example,
erator’s intelligent

core network
other activities

Customer premises
equipment

Public payphones and
related equipment

1. Support Plant

Network tangible fixed
assets

Ducting

other activities

retail

related to the ducts should
ted to the cable and wire
and then allocated to products

access network,
core network

allocated to products, together with relevant
primary plant groups.

access network,
core network

Network
systems

Allocate to primary plant of the different
networks on the basis of the use of the
systems (e.g. time spent to control local
exchanges, tandem exchanges and
national/international exchanges). Assets and
debts should be attributed to products and
services in the same way as the related
primary plant group.

core network
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Non-network fixed
tangible assets

Land and buildings

components on asis of the space occupied
ct, service or network

all

General computers

all

Motor vehicles

Furniture and office
equipment

all

all

B. Intangible fixed
assets

Inattributable assets will need to be
ated on an arbitrary basis, to be agreed

all

C. Long term
investments

D. Working capi

other activities

Directly allocate to products and services

all

Allocated to products and services based on
billing system information where possible.
Unattributable balances will need to be
allocated on an arbitrary basis, to be agreed
with the ANRC

all

Allocated to products and services, where
possible. Unattributable balances will need to

be allocated on an arbitrary basis, to be agreed

all
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with the ANRC.

Cash at bank and in hand

Direct to Busin

its where possible; all
ed on the operational

Short-term investments

possible, otherwise |all

E. Provisions for
liabilities and charges

ive rise to all
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