
 
 
 
 
 

ASX RELEASE 
 

27 October 2009 

 
ANNUAL GENERAL MEETING AND 2009 ANNUAL REPORT TO SHAREHOLDERS 

 
eircom Holdings Limited (ASX:ERC) announces that the Australian Securities and Investments 
Commission has agreed to extend the date by which ERC must hold its 2009 Annual General 
Meeting to no later than 31 January 2010.  ERC’s 2009 Annual General Meeting was otherwise 
due to be held by no later than 30 November 2009.  
 
This extension will allow ERC to hold its 2009 Annual General Meeting on the same date that the 
Scheme Meeting is held in relation to the Proposal by STTC and ECC that was announced to ASX 
on 14 September 2009.   
 
ERC requested the extension from the Australian Securities and Investments Commission to 
eliminate the need for ERC to hold two meetings on separate days within a relatively short time 
frame. 
 
A Scheme Booklet (which will include an Independent Expert’s Report in relation to the Proposal) 
and Notices convening the 2009 Annual General Meeting and Scheme Meeting are expected to 
be mailed to shareholders during November. The date of the 2009 Annual General Meeting 
and Scheme Meeting will be confirmed prior to the mail-out.  
 
A copy of ERC's 2009 Annual Report is attached, which is being provided to Shareholders today. 
 
 

ENDS 

 

Further Information: 

Andrew Day     Haydn Vella 

Chief Executive Officer    Company Secretary 

eircom Holdings Limited    eircom Holdings Limited 

+44 20 7203 7328    +61 2 9008 4102 



 

ABOUT EIRCOM HOLDINGS LIMITED 

 
eircom Holdings Limited is listed on the Australian Securities Exchange (ASX) under the ticker 

ERC.   

ERC holds a 57.1% interest in eircom Group Limited (eircom), Ireland’s incumbent 

telecommunications provider.  Existing and former employees of eircom hold 35% or eircom 

through their share ownership trust, the ESOT, and the remaining 7.9% of eircom is held by other 

wholesale investors. 

 

 
 
ERC changed its name from Babcock & Brown Capital Limited (BCM) on 27 April 2009.  ERC has 

been listed on the ASX since February 2005. 

 

































































































CORPORATE GOVERNANCE STATEMENT 2009 continued

The ERC Audit, Risk and Compliance Committee includes among its responsibilities:

•	 �consideration of the overall risk management framework of ERC and the review of its effectiveness in meeting sound 
corporate governance principles;

•	 �keeping the ERC Board informed of all significant business risks;

•	 �reviewing in conjunction with Management the system for identifying, managing and monitoring the key risks of ERC; 
and

•	 �obtaining reports from Management on the status of any key risk exposures or incidents.

One of the cornerstones of ERC’s risk management approach is a well defined system of delegated authorities with respect 
to the commitment of capital and an investment approval process which brings rigour to the selection, assessment and 
approval of investment risks assumed under ERC’s principal investment activities. Matters such as legal, accounting, tax 
and general risk assessment issues are considered in each case. Management is involved in major investment decisions, 
and all capital investments above specified thresholds require approval of the ERC Board.

ASX Recommendation 7.2: The board should require management to design and implement the risk 
management and internal control system to manage the company’s material business risks and report to 
it on whether those risks are being managed effectively. The board should disclose that management has 
reported to it as to the effectiveness of the company’s management of its material business risks
Under the direction of ERC’s Risk Manager, ERC has continued to enhance its risk management framework. ERC’s Risk 
function plays a key role in developing and building an approach to assist the ERC Board and subsidiary companies in 
identifying, monitoring and treating risk and in reporting material risks to the Audit, Risk and Compliance Committee.

ERC’s Compliance Manager promotes a compliance conscious culture while ensuring ERC complies with regulatory 
requirements across its businesses, functions, and Group entities.

To facilitate monitoring and evaluation of the effectiveness of internal controls, ERC has established accounting policies, 
reporting and risk management and compliance systems to keep the Audit, Risk and Compliance Committee informed of 
strategic, reputational, financial and operational risks facing the Group.

ASX Recommendation 7.3: The board should disclose whether it has received assurance from the CEO 
(or equivalent) and the CFO (or equivalent) that the declaration provided in accordance with section 295A 
of the Corporations Act is founded on a sound system of risk management and internal control and that the 
system is operating effectively in all material respects in relation to financial reporting risks
As outlined above, and in accordance with Recommendation 7.3, the CEO or equivalent and CFO or equivalent have stated 
to the Board in writing that internal compliance and control systems applicable to the Group’s business lines and functional 
groups were operating efficiently and effectively in all material respects during the period to 30 June 2009 (see the “Chief 
Executive Officer’s and Chief Financial Officer’s Declaration” in the Directors’ Report).

ASX Principle 8: Remunerate Fairly and Responsibly
Companies should ensure that the level and composition of remuneration is sufficient and reasonable and that its 
relationship to performance is clear.

REMUNERATION POLICY
The remuneration policies of ERC have been structured to be competitive in the industry and global marketplace and to 
ensure that ERC can attract and retain the talent needed to achieve both short- and long‑term success, while maintaining 
a strong focus on team work, individual performance and the interests of Shareholders.

The policies and principles which are applied to determine the nature and amount of remuneration paid to the Directors 
and Key Management Personnel of ERC are set out in detail in the Remuneration Report.

REMUNERATION COMMITTEE
ASX Recommendation 8.1: The board should establish a remuneration committee
As noted above in relation to ASX Recommendation 2.4, in order to assist the Board in achieving fairness and transparency 
in relation to remuneration issues and overseeing the remuneration and human resources policies and practices of ERC, 
the ERC Board has established a Nomination, Governance and Remuneration Committee.
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The ERC Nomination, Governance and Remuneration Committee has adopted a Charter which is available on ERC’s 
website. The responsibilities of the Committee pursuant to the Charter in relation to remuneration include:

•	 �making recommendations to the relevant Board for determining the level of remuneration to be applied to Non‑Executive 
Directors of ERC. The Committee may engage external advisors to provide information to the Boards to be considered in 
their deliberations for the purpose of recommending an appropriate level of remuneration for Non‑Executive Directors. All 
fees paid to Non‑Executive Directors are disclosed in ERC’s annual financial statements to the extent required by law; 
and

•	 �in order to discharge its duties and responsibilities to Shareholders in respect of matters relevant to remuneration of 
Key Management Personnel, the Committee will:

	 (a)	� consult with the CEO in respect of the KPIs for each of the Key Management Personnel and provide feedback to 
each KMP about their respective performance against such KPIs;

	 (b)	� provide input and advice to the CEO about remuneration of Key Management Personnel or other individuals;

	 (c)	� approve the Remuneration Report to be disclosed in the ERC annual Directors’ Report;

	 (d)	� consider for approval the formulation of any long‑term incentive plans (“LTI Plans”) recommended by the 
Management involving the issue of ERC Securities; and

	 (e)	� monitor and review any LTI Plans for compliance with changes to legislation, regulation and market expectations or 
practices.

The ERC Nomination, Governance and Remuneration Committee consists of three members, all of whom are Independent 
Directors of ERC. The members of the Committee as at the date of this statement are Kerry Roxburgh (Chairman), 
Gregory Clark and Andrew Love.

NON‑EXECUTIVE DIRECTOR REMUNERATION
ASX Recommendation 8.2: Companies should clearly distinguish the structure of non‑executive directors’ 
remuneration from that of executives
The total remuneration paid to the Independent Non‑Executive Directors to 30 June 2009 is set out in the Remuneration 
Report. Independent Non‑Executive Directors are paid an annual fee according to which Board they sit on. Non‑Executive 
Directors’ fees for ERC are determined within a Non‑Executive Director’s aggregate fee pool limit which has been approved 
by Shareholders. The maximum aggregate sum for ERC has been set at $1,000,000 annually.

Non‑Executive Directors are not provided with retirement benefits other than statutory superannuation and did not receive 
options or other equity incentives.
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AUDITOR’S INDEPENDENCE DECLARATION

Liability limited by a scheme approved under Professional Standards Legislation
24

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999Auditor’s Independence Declaration

As lead auditor for the audit of eircom Holdings Limited for the year ended 30 June 2009, I declare
that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of eircom Holdings Limited and the entities it controlled during the
period.

Victor Clarke Sydney
Partner 27 August 2009
PricewaterhouseCoopers

Liability limited by a scheme approved under Professional Standards Legislation
24

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999Auditor’s Independence Declaration

As lead auditor for the audit of eircom Holdings Limited for the year ended 30 June 2009, I declare
that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of eircom Holdings Limited and the entities it controlled during the
period.

Victor Clarke Sydney
Partner 27 August 2009
PricewaterhouseCoopers
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INCOME STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

			   Consolidated	 Parent

			   Note	 2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Revenues from continuing operations	 5	 3,824,713	 3,568,716	 26,803	 47,581

Other income	 6	 4,616	 135,128	 4	 1,315

Expenses from continuing operations  
(excluding finance costs)	 7(A)	 (2,796,340)	 (2,237,780)	 (75,513)	 (24,165)

Loss on disposal group held‑for‑sale	 7(C)	 (129,758)	 –	 –	 –

Depreciation and amortisation expense		  (779,428)	 (660,229)	 –	 –

Impairment of goodwill	 7(C)	 (1,422,610)	 (4,273)	 –	 –

Finance costs	 7(B)	 (563,755)	 (564,724)	 –	 –

Impairment of investment in subsidiary	 7(C)	 –	 –	 (515,018)	 (4,273)

Share of net profits of associates  
accounted for using the equity method	 16	 2,470	 329	 –	 –

(Loss)/profit before income tax		  (1,860,092)	 237,167	 (563,724)	 20,458

Income tax benefit/(expense)	 9	 17,658	 (52,880)	 (1,465)	 (6,031)

(Loss)/profit for the year		  (1,842,434)	 184,287	 (565,189)	 14,427

Loss/(profit) attributable to minority interest		  357,788	 (83,052)	 –	 –

(Loss)/profit attributable to members of  
eircom Holdings Limited		  (1,484,646)	 101,235	 (565,189)	 14,427

Earnings per share for (loss)/profit attributable to the members of eircom Holdings Limited

Basic (losses)/earnings per share	 35	 (884.2) cents	 52.3 cents

Diluted (losses)/earnings per share	 35	 (884.2) cents	 52.3 cents

The above Income Statements should be read in conjunction with the accompanying notes.
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BALANCE SHEETS
AS AT 30 JUNE 2009

			   Consolidated	 Parent

			   Note	 2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Current Assets
Cash and cash equivalents	 10	 765,799	 965,943	 168,480	 344,023

Trade and other receivables	 11	 601,402	 866,172	 3,975	 28,422

Inventories		 12	 17,630	 22,513	 –	 –

Financial assets at fair value through  
profit or loss	 13	 14,432	 48,392	 –	 –

Derivative financial instruments	 14	 –	 7,522	 –	 9,409

Assets of disposal group held‑for‑sale	 15	 209,801	 –	 –	 –

Other assets	 18	 41,885	 47,746	 –	 –

Total Current Assets		  1,650,949	 1,958,288	 172,455	 381,854

Non‑Current Assets
Trade and other receivables	 11	 –	 1,867	 –	 –

Investments accounted for using the  
equity method	 16	 943	 711	 –	 –

Derivative financial instruments	 14	 –	 147,325	 –	 –

Property, plant and equipment	 17	 3,659,799	 3,551,739	 –	 –

Deferred tax assets	 19	 23,507	 41,376	 228	 3,277

Intangible assets	 20	 4,080,006	 5,402,236	 –	 –

Other assets	 18	 4,680	 41,477	 67,163	 522,000

Total Non‑Current Assets		  7,768,935	 9,186,731	 67,391	 525,277

Total Assets		  9,419,884	 11,145,019	 239,846	 907,131

Current Liabilities
Trade and other payables	 21	 1,235,471	 1,349,357	 3,856	 1,631

Borrowings	 22	 189,701	 442,656	 –	 –

Derivative financial instruments	 14	 122,938	 7,910	 –	 –

Current tax liabilities		  38,828	 76,246	 –	 2,422

Liabilities of disposal group held‑for‑sale	 15	 209,340	 –	 –	 –

Provisions		 23	 131,866	 129,892	 187	 –

Total Current Liabilities		  1,928,144	 2,006,061	 4,043	 4,053

Non‑Current Liabilities
Borrowings	 22	 7,042,272	 6,846,544	 –	 –

Derivative financial instruments	 14	 121,874	 2,071	 –	 –

Deferred tax liabilities	 25	 355,422	 428,140	 228	 1,298

Provisions		 23	 443,320	 393,725	 17	 –

Retirement benefit obligations	 24	 189,177	 185,758	 –	 –

Total Non‑Current Liabilities		  8,152,065	 7,856,238	 245	 1,298

Total Liabilities		  10,080,209	 9,862,299	 4,288	 5,351

Net (Liabilities)/Assets		  (660,325)	 1,282,720	 235,558	 901,780

Annual Report 2009� 51



BALANCE SHEETS
AS AT 30 JUNE 2009 continued

			   Consolidated	 Parent

			   Note	 2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Equity
Contributed equity	 26	 733,417	 834,450	 733,417	 834,450

Reserves		  27(B)	 89,145	 101,271	 26,763	 26,763

Retained (losses)/profits	 27(A)	 (1,482,887)	 1,759	 (524,622)	 40,567

Parent Entity Interest		  (660,325)	 937,480	 235,558	 901,780

Minority Interest		  –	 345,240	 –	 –

Total Equity		  (660,325)	 1,282,720	 235,558	 901,780

The above Balance Sheets should be read in conjunction with the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2009

			   Attributable to Members of eircom Holdings Limited

				    Retained 
		  Contributed		  earnings/		  Minority	 Total 
Consolidated	 Note	 equity	 Reserves	 (losses)	 Total	 interest	 equity 
		  $’000	 $’000	 $’000	 $’000	 $’000	 $’000

Balance at 1 July 2007		  957,026	 74,741	 (99,476)	 932,291	 235,825	 1,168,116

Arising on acquisition of  
subsidiary		  –	 –	 –	 –	 654	 654

Changes in the fair value of  
cash flow hedges, net of tax	 27(B)	 –	 25,310	 –	 25,310	 19,023	 44,333

Changes in the fair value of  
net investment hedges, net of tax	 27(B)	 –	 (8,196)	 –	 (8,196)	 –	 (8,196)

Changes in the investment  
valuation reserve, net of tax	 27(B)	 –	 393	 –	 393	 –	 393

Exchange differences on  
translation of foreign operation	 27(B)	 –	 8,460	 –	 8,460	 6,686	 15,146

Net income recognised  
directly in equity		  –	 25,967	 –	 25,967	 26,363	 52,330

Profit for year		  –	 –	 101,235	 101,235	 83,052	 184,287

Total recognised income and  
expense for the year		  –	 25,967	 101,235	 127,202	 109,415	 236,617

Changes in share‑based  
payments reserve	 27(B)	 –	 563	 –	 563	 –	 563

Share buy‑back ordinary shares		  (122,576)	 –	 –	 (122,576)	 –	 (122,576)

		  (122,576)	 563	 –	 (122,013)	 –	 (122,013)

Balance at 30 June 2008		  834,450	 101,271	 1,759	 937,480	 345,240	 1,282,720
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			   Consolidated	 Parent

			   Note	 2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Cash Flows from Financing  
Activities
Payments for share buy‑back		  (251)	 (122,576)	 (251)	 (122,576)

Proceeds from borrowings		  228,646	 246,460	 –	 –

Repayment of borrowings		  (503,859)	 (120,964)	 –	 –

Redemption of preference shares		  (131,916)	 (116,885)	 –	 –

Preference share dividends paid		  (6,661)	 (10,281)	 –	 –

Dividend to minority Shareholder		  (424)	 –	 –	 –

Lease payments		  (4,620)	 (7,888)	 –	 –

Return of capital payments		  (100,743)	 –	 (100,743)	 –

Return of capital costs		  (39)	 –	 (39)	 –

Debt issue cost paid		  (1,830)	 –	 –	 –

Interest paid		  (473,352)	 (419,226)	 (1)	 –

Net cash outflows from financing  
activities			   (995,049)	 (551,360)	 (101,034)	 (122,576)

Net (decrease)/increase in cash and  
cash equivalents		  (224,164)	 103,756	 (175,952)	 (162,651)

Cash and cash equivalents at the  
beginning of the financial year		  955,819	 843,534	 344,023	 506,941

Effects of exchange rate changes on  
cash and cash equivalents		  30,738	 8,529	 409	 (267)

Cash at the end of financial year	 10	 762,394	 955,819	 168,480	 344,023

The above Cash Flow Statements should be read in conjunction with the accompanying notes.
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the consolidated financial results they reduce the carrying 
amount of the investment.

When the Group’s share of losses in an associate equals 
or exceeds its interest in the associate, including any other 
unsecured long-term receivables, the Group does not 
recognise further losses, unless it has incurred obligations 
or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and 
its associates are eliminated to the extent of the Group’s 
interest in the associates. Unrealised losses are also 
eliminated unless the transaction provides evidence of 
an impairment of the asset transferred. Accounting policies 
of associates are changed, on consolidation, where 
necessary to ensure consistency with the policies adopted 
by the Group.

(D) SEGMENT REPORTING
A business segment is identified as a Group of assets and 
operations engaged in providing products or services that 
are subject to risks and returns that are different to those 
of other business segments. A geographical segment 
is engaged in providing products or services within a 
particular economic environment and is subject to risks and 
returns that are different from those of segments operating 
in other economic environments. The Group’s primary 
segments are telecommunications and directories.

(E) FOREIGN CURRENCY TRANSLATION
(i) Functional and presentation currency
Items included in the financial statements of each of the 
Group’s entities are measured using the currency of the 
primary economic environment in which the entity operates 
(“the functional currency”). The consolidated financial 
statements are presented in Australian dollars, which is the 
Company’s functional and presentation currency.

(ii) Transactions and balances
Foreign currency transactions are translated into the 
functional currency using the exchange rates prevailing at 
the dates of the transactions. Foreign exchange gains and 
losses resulting from the settlement of such transactions 
and from the translation at year end exchange rates of 
monetary assets and liabilities denominated in foreign 
currencies are recognised in the Income Statement, except 
when deferred in equity as qualifying cash flow hedges and 
qualifying net investment hedges or are attributable to part 
of the net investment in a foreign operation.

Translation differences on financial assets and liabilities 
carried at fair value are reported as part of the fair value 
gain or loss. Translation differences on non‑monetary 
financial assets such as equities classified as 
available‑for‑sale financial assets are included in the fair 
value reserve in equity.

(iii) Group companies
The results and financial position of all the Group entities 
(none of which has the currency of a hyperinflationary 
economy) that have a functional currency different from the 
presentation currency are translated into the presentation 
currency as follows:

•	 �assets and liabilities for each Balance Sheet presented 
are translated at the closing rate at the date of that 
Balance Sheet;

•	 �income and expenses for each Income Statement are 
translated at average exchange rates (unless this is not a 
reasonable approximation of the cumulative effect of the 
rates prevailing on the transaction dates, in which case 
income and expenses are translated at the dates of the 
transactions); and

•	 �all resulting exchange differences are recognised as a 
separate component of equity.

On consolidation, exchange differences arising from 
the translation of any net investment in foreign entities, 
borrowings and other financial instruments designated as 
hedges of such investments, are taken to Shareholders’ 
equity. When a foreign operation is sold or any borrowings 
forming part of the net investment are repaid, 
a proportionate share of such exchange differences are 
recognised in the Income Statement, as part of the gain or 
loss on sale where applicable.

Goodwill and fair value adjustments arising on the 
acquisition of a foreign entity are treated as assets and 
liabilities of the foreign entities and translated at the 
closing rate.

(F) REVENUE RECOGNITION
Revenue is measured at the fair value of the consideration 
received or receivable. Amounts disclosed as revenue are 
net of rebates, duties and taxes paid.

The Group recognises revenue when the amount of the 
revenue can be reliably measured, and it is probable that 
future economic benefits will flow to the entity and specific 
criteria have been met for each of the Group’s activities as 
described below. The amount of revenue is not considered 
to be reliably measurable until all contingencies relating to 
the sale have been resolved. The Group bases its estimates 
on historical results, taking into consideration the type of 
customer, the type of transaction and the specifics of each 
arrangement.

Revenue is recognised for the major business activities 
as follows:

(i) Telecommunications services revenue
Revenue is recognised in the period earned by rendering of 
services or delivery of products. Revenue includes sales by 
Group entities but excludes all intercompany sales. Traffic 
revenue is recognised at the time the traffic is carried over 
the Group’s networks. Revenue from rentals is recognised 
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES continued
evenly over the period to which the charges relate. Bundled 
products are accounted for in the same manner as the 
unbundled products comprising the bundle. The discount 
to standard rates is normally applied based on the relative 
fair value of the bundle.

Connection fee revenue is deferred over the life of the 
connection, which is estimated to be between three and 
seven years. Connection lives are reviewed annually. 
Revenue from equipment sold to third parties is recognised 
at the point of sale. Revenue arising from the provision 
of other services, including maintenance contracts, 
is recognised over the term of the contract.

Billings for telephone services are made on a monthly, 
bi‑monthly or quarterly basis. Unbilled revenues from the 
billing cycle date to the end of each month are recognised 
as revenue during the month the service is provided.

When the Group acts as principal bearing the risk and 
rewards of a transaction, revenue is recorded on a gross 
basis. However, when the Group acts as an agent on behalf 
of third parties, revenue is reported net of costs.

The Group is required to interconnect its network with 
other telecommunications operators. In some instances, 
as is normal practice in the telecommunications industry, 
reliance is placed on other operators to measure the traffic 
flows interconnecting with the Group’s network. In addition, 
the prices at which services are charged are often 
regulated and can be subject to retrospective adjustment. 
Estimates are used in these cases to determine the 
amount of income receivable from, or payments required 
to be made to, these other operators and to establish 
appropriate provisions.

(ii) Directories revenue
(a) Advertising revenue
Advertising revenue relating to the directories business, 
where there are ongoing obligations at the time of delivery 
of the related directory, is recognised under the deferral 
method. Under this method, revenues and expenses are 
recognised over the life of the related directory, generally 
12 months.

Where all contractual obligations have been met, income is 
brought to account immediately.

(b) Internet service revenue
Revenue from the provision of services over the internet, 
is recognised in two forms:

•	 in full when the contractual obligations are completed; or

•	 �over the contractual or relevant period where the 
Company constructs a customer’s website and then 
provides services to the customers on completion of 
the website.

(iii) Construction income
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.

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).

(iv) Interest income
Interest income is recognised on a time proportion basis 
using the effective interest method.

(v) Dividend income
Dividend income is recognised when the right to receive 
payment is established.

(vi) Associate income
Refer to Note 1(C)(ii) for recognition criteria on associate 
income.

(G) INCOME TAX
The income tax expense or revenue for the period is the tax 
payable on the current period’s taxable income based on 
the national income tax rate for each jurisdiction adjusted 
by changes in deferred tax assets and liabilities attributable 
to temporary differences between the tax bases of assets 
and liabilities and their carrying amounts in the financial 
results, and to unused tax losses.

Deferred income tax is provided in full, using the liability 
method, on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amounts 
in the consolidated financial statements. However, the 
deferred income tax is not accounted for if it arises from 
initial recognition of an asset or liability in a transaction 
other than a business combination that at the time of the 
transaction affects neither accounting nor taxable profit or 
loss. Deferred income tax is determined using rates (and 
laws) that have been enacted or substantially enacted by 
the balance sheet date and are expected to apply when the 
related income tax asset is realised or the deferred income 
tax liability is settled.
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Deferred tax assets and liabilities are recognised for 
temporary differences at the tax rates expected to apply 
when the assets are recovered or liabilities are settled, 
based on those tax rates which are enacted or substantively 
enacted for each jurisdiction. The relevant tax rates are 
applied to the cumulative amounts of deductible and 
taxable temporary differences to measure the deferred 
tax asset or liability.

Deferred tax assets are recognised for deductible 
temporary differences and unused tax losses only if it is 
probable that future taxable amounts will be available to 
utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for 
temporary differences between the carrying amount and 
tax bases of investments in controlled entities where the 
parent entity is able to control the timing of the reversal 
of the temporary differences and it is probable that the 
differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is 
a legally enforceable right to offset current tax assets and 
liabilities and when the deferred tax balances relate to the 
same tax authority. Current tax assets and tax liabilities are 
offset where the entity has a legally enforceable right to 
offset and intends either to settle on a net basis, or to 
realise the asset and settle the liability simultaneously.

Current and deferred tax balances attributable to amounts 
recognised directly in equity are also recognised directly 
in equity.

(i) Tax consolidation legislation
The Company and its wholly‑owned Australian 
controlled entities became a tax consolidated group as of 
19 April 2005.

The head entity, eircom Holdings Limited, and the 
controlled entities in the tax consolidated group continue 
to account for their own current and deferred tax amounts. 
These tax amounts are measured as if each entity in the tax 
consolidated group continues to be a stand alone taxpayer 
in its own right.

In addition to its own current and deferred tax amounts, 
the Company also recognises the current tax liabilities 
(or assets) and the deferred tax assets arising from unused 
tax losses and unused tax credits assumed from controlled 
entities in the tax consolidated group.

Assets or liabilities arising under tax funding agreements 
with the tax consolidated entities are recognised as 
amounts receivable from or payable to other entities in 
the Group. Details about the tax funding agreement are 
disclosed in Note 9(D).

Any difference between the amounts assumed and 
amounts receivable or payable under the tax funding 
agreement are recognised as a contribution to (or 
distribution from) wholly‑owned tax consolidated entities.

(H) BUSINESS COMBINATIONS
The purchase method of accounting is used to account for 
all business combinations, including business combinations 
involving entities or businesses under common control, 
regardless of whether equity instruments or other assets 
are acquired. Cost is measured as the fair value of the 
assets given, equity instruments issued or liabilities incurred 
or assumed at the date of exchange plus costs directly 
attributable to the acquisition. Transaction costs arising 
on the issue of equity instruments are recognised directly 
in equity.

Project and deal costs (direct and external only) are 
capitalised and deferred only to the extent that it is highly 
probable that a contract will be entered into which will 
result in the recognition of an asset.

Project and deal costs are assessed for recoverability at the 
end of each reporting period to determine the amount, if 
any, which should be expensed to the Income Statement.

Identifiable assets acquired and liabilities and contingent 
liabilities assumed in a business combination are measured 
initially at their fair values at the acquisition date, 
irrespective of the extent of any minority interest. 
The excess of the cost of acquisition over the fair value of 
the Group’s share of the identifiable net assets acquired is 
recorded as goodwill (refer Note 1(P)(i)). If the cost of the 
acquisition is less than the fair value of the net assets of the 
subsidiary acquired, the difference is recognised directly in 
the Income Statement, but only after reassessment of the 
identification and measurement of the net assets acquired.

Where settlement of any part of the cash consideration is 
deferred, amounts payable in the future are discounted 
to their present value at the date of the exchange. The 
discount rate used is the entity’s incremental borrowing 
rate, being the rate at which a similar borrowing could be 
obtained from an independent financier under comparable 
terms and conditions.

(I) IMPAIRMENT OF NON‑FINANCIAL ASSETS
Goodwill (and intangible assets) that have an indefinite 
useful life and are not subject to amortisation are tested 
annually for impairment, or more frequently if events or 
changes in circumstances indicate that they might be 
impaired. Other assets are reviewed for impairment 
whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable. 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 
inflows which are largely independent of the cash inflows 
from other assets or groups of assets (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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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES continued
(J) CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash in banks and 
highly liquid investments with original maturities of three 
months or less. These assets are stated at nominal values. 
For the purposes of the Cash Flow Statements, cash 
includes cash on hand and in banks, and money market 
and term deposit investments readily convertible to cash 
within two working days, net of outstanding bank 
overdrafts.

(K) TRADE AND OTHER RECEIVABLES
(i) Trade receivables
Trade receivables are recognised initially at fair value and 
subsequently measured at amortised cost using the 
effective interest method, less provision for doubtful debts. 
Trade receivables are generally due for settlement within 
30 days.

Collectibility of trade receivables is reviewed on an 
ongoing basis. Debts which are known to be uncollectible 
are written off. A provision for doubtful 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. 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 Group’s effective interest rate. 
Cash flows relating to short‑term receivables are not 
discounted if the effect of discounting is immaterial.

(ii) Prepaid cost of publishing
Costs of publishing relating to directories published but 
not yet carried to income are deferred and presented in the 
Balance Sheet as a deduction from the amount of 
unearned income in respect of the related directories.

(iii) Prepaid selling expenses
Specific direct selling expenses (mainly sales commissions) 
relating to directories that have not yet been published, and 
not yet carried to income, are deferred and presented in the 
balance sheet as a deduction from the amount of unearned 
income in respect of the related directories.

(iv) Prepaid website construction expenses
Costs of website construction relating to contracts where 
the customer has a commitment towards the Company to 
use its services are deferred and presented in the balance 
sheet as a deduction from the amount of the unearned 
income in respect of the related websites.

(L) INVESTMENTS AND OTHER FINANCIAL ASSETS
(i) Classification
The Group classifies its investments in the following 
categories: financial assets at fair value through profit or 
loss, loans and receivables, and available‑for‑sale financial 
assets. The classification depends on the purpose for 

which the investments were acquired. Management 
determines the classification of its investments at initial 
recognition. This classification may change and is subject 
to regular review.

(ii) Financial assets at fair value through profit 
and loss
Financial assets at fair value through profit or loss are 
financial assets held-for-trading. A financial asset is 
classified in this category if acquired principally for the 
purposes of selling in the short term. Derivatives are 
classified as held-for-trading unless they are designated 
as hedges. Assets in this category are classified as 
current assets.

(iii) Loans and receivables
Loans and receivables are non‑derivative financial assets 
with fixed or determinable payments that are not quoted 
in an active market. They are included in current assets, 
except for those with maturities greater than 12 months 
after the balance sheet date which are classified as 
non‑current assets. Loans and receivables are included in 
trade and other receivables in the Balance Sheet Note 11.

(iv) Recognition and derecognition
Regular purchases and sales of investments are recognised 
on trade‑date – the date on which the Group contracts 
to purchase or sell the asset. Investments are initially 
recognised at fair value plus transaction costs for all 
financial assets not carried at fair value through profit and 
loss. Financial assets carried at fair value through profit or 
loss are initially recognised at fair value and transaction 
costs are expensed in the Income Statement. Financial 
assets are derecognised when the rights to receive cash 
flows from the financial assets have expired or have been 
transferred and the Group has transferred substantially all 
the risks and rewards of ownership.

When securities classified as available‑for‑sale are sold, 
the accumulated fair value adjustments recognised in 
equity are included in the Income Statement as gains and 
losses from investment securities.

(v) Subsequent measurement
Loans and receivables are carried at amortised cost using 
the effective interest method.

Available‑for‑sale financial assets and assets at fair value 
through profit or loss are subsequently carried at fair value. 
Gains or losses from changes in the fair value of the 
“financial assets at fair value through profit or loss category” 
are presented in the Income Statement within other income 
or other expenses in the period in which they arise. 
Dividend income from financial assets at fair value through 
profit and loss is recognised in the Income Statement as 
part of revenue from continuing operations when the 
Group’s right to receive payments is established.

Changes in the fair value of monetary securities 
denominated in a foreign currency and classified as 
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available‑for‑sale are analysed between translation 
differences resulting from changes in amortised cost of the 
security and other changes in the carrying amount of the 
security. The translation differences related to the changes 
in amortised cost are recognised in profit or loss, and other 
changes are recognised in equity. Changes in the fair value 
of other monetary and non‑monetary securities classified 
as available‑for‑sale are recognised in equity.

(vi) Fair value
The fair values of quoted investments are based on current 
bid prices. If the market for a financial asset is not active 
(and for unlisted securities), the Group establishes fair 
value by using valuation techniques. These include the 
use of recent arm’s length transactions, reference to other 
instruments that are substantially the same, discounted 
cash flow analysis, and option pricing models making 
maximum use of market inputs and relying as little as 
possible on entity‑specific inputs.

(vii) Impairment
The Group assesses at each balance date whether there 
is objective evidence that a financial asset or Group of 
financial assets is impaired. In the case of equity securities 
classified as available‑for‑sale, a significant or prolonged 
decline in the fair value of a security below its cost is 
considered an indicator that the securities are impaired. 
If any such evidence exists for available‑for‑sale financial 
assets, the cumulative loss – measured as the difference 
between the acquisition cost and the current fair value, 
less any impairment loss on that financial asset previously 
recognised in the profit or loss – is removed from equity 
and recognised in the Income Statement. Impairment 
losses recognised in the Income Statement, from assets 
classified as available‑for‑sale, are not reversed through the 
Income Statement.

(M) DERIVATIVES
Derivatives are initially recognised at fair value on the date 
a derivative contract is entered into and are subsequently 
remeasured to their fair value at each reporting date. The 
accounting for subsequent changes in fair value depends 
on whether the derivative is designated as a hedging 
instrument, and if so, the nature of the item being hedged. 
The Group designates certain derivatives as either: 
(1) hedges of the fair value of recognised assets or liabilities 
or a firm commitment (fair value hedges); (2) hedges of the 
cash flows of recognised assets and liabilities and highly 
probable forecast transactions (cash flow hedges); or 
(3) hedges of net investments in foreign operations.

The Group documents at the inception of the hedging 
transaction the relationship between hedging instruments 
and hedged items, as well as its risk management objective 
and strategy for undertaking various hedge transactions. 
The Group also documents its assessment, both at 
hedge inception and on an ongoing basis, of whether the 
derivatives that are used in hedging transactions have been 

and will continue to be highly effective in offsetting changes 
in fair values or cash flows of hedged items.

The fair values of various derivative financial instruments 
used for hedging purposes are disclosed in Note 14. 
Movements in the hedging reserve in Shareholders’ equity 
are shown in Note 27(B). The full fair value of a hedging 
derivative is classified as a non‑current asset or liability 
when the remaining maturity of the hedged item is more 
than 12 months; it is classified as a current asset or liability 
when the remaining maturity of the hedged item is less than 
12 months. Trading derivatives are classified as a current 
asset or liability.

(i) Cash flow hedge
The effective portion of changes in the fair value of 
derivatives that are designated and qualify as cash flow 
hedges is recognised in equity in the hedging reserve. The 
gain or loss relating to the ineffective portion is recognised 
immediately in the Income Statement within other income 
or other expense.

Amounts accumulated in equity are recycled in the Income 
Statement in the periods when the hedged item will affect 
profit or loss (for instance when the forecast transaction 
that is hedged takes place). The gain or loss relating to the 
ineffective portion of interest rate swaps hedging variable 
borrowings is recognised in the Income Statement within 
“net loss on derivatives not qualifying as hedges”.

When a hedging instrument expires or is sold or terminated, 
or when a hedge no longer meets the criteria for hedge 
accounting, any cumulative gain or loss existing in equity 
at that time remains in equity and is recognised when the 
forecast transaction is ultimately recognised in the Income 
Statement. When a forecast transaction is no longer 
expected to occur, the cumulative gain or loss that 
was reported in equity is immediately transferred to the 
Income Statement.

(ii) Hedge of net investment in foreign operation
The portion of the gain or loss on an instrument used 
to hedge a net investment in a foreign operation that is 
determined to be an effective hedge is recognised directly 
in equity. The ineffective portion is recognised immediately 
in the Income Statement.

(iii) Derivatives that do not qualify for hedge 
accounting
Certain derivative instruments do not qualify for hedge 
accounting. Changes in the fair value of any derivative 
instrument that does not qualify for hedge accounting are 
recognised immediately in the Income Statement and are 
included in other income or other expenses.

(N) FAIR VALUE ESTIMATION
The fair value of financial assets and financial liabilities 
must be determined for recognition and measurement or 
for disclosure purposes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

27. RESERVES AND RETAINED PROFITS/(LOSSES) continued

(C) NATURE AND PURPOSE OF RESERVES
(i) Foreign currency translation reserve
Exchange differences arising on translation of the foreign controlled entity are taken to the foreign currency translation 
reserve, as described in Note 1(E)(iii). The reserve is recognised in the Income Statement when the net investment is 
disposed of.

(ii) Share‑based payment reserve
The share-based payments reserve is used to recognise the fair value of options issued but not exercised.

(iii) Equity reserve
The equity reserve is used to recognise the effective interest adjustment arising from the implementation of AASB 132 and 
139. The Directors determined that the effective interest in retained earnings should not be used to pay future dividends 
and transferred the net amount to an equity reserve.

(iv) Investment valuation reserve
The investment valuation reserve is used to recognise the fair value movements in the fair value acquisition of the equity 
accounted investment. Given that the investment was purchased progressively, the change in fair value of the net assets of 
the associate needs to be recognised in reserves.

(v) Hedging reserve – Cash flow hedge and net investment hedge
The hedging reserves are used to record gains and losses on a hedging instrument in a cash flow hedge and net 
investment hedge that are recognised directly in equity, as described in Note 1(M)(ii)–(iii). Amounts are recognised in the 
Income Statement when the associated hedged transaction affects in the Income Statement.
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28. KEY MANAGEMENT PERSONNEL DISCLOSURES
Details of Key Management Personnel
The Key Management Personnel (“KMP”) of ERC during the year were:

(A) DIRECTORS AND EXECUTIVES
The following persons were Directors of the Company during the financial year:

(i) Independent Non‑Executive Directors
•	 Kerry Roxburgh (Chairman)
•	 Gregory Clark
•	 Andrew Love

(ii) Non‑Executive Directors supplied by Babcock & Brown Capital Management Pty Limited
•	 Phillip Green (resigned 13 September 2008)
•	 Robert Topfer (resigned 17 September 2008)

(iii) Executive Director
•	 Andrew Day (Chief Executive Officer)

(iv) Executive of ERC
•	 Haydn Vella – Chief Financial Officer
•	 Damien Wodak – General Manager – Investment and Strategy (appointed 8 May 2009)
•	 John Fanning – Chief Investment Officer (resigned 2 September 2008)
•	 Deborah Kelly – Chief Operating Officer (resigned 25 August 2008)

(B) KEY MANAGEMENT PERSONNEL REMUNERATION
The aggregate remuneration of the KMP of ERC is set out below:

	 2009	 2008 
	 $	 $

Short‑term employee benefits	 1,645,456	 1,616,362

Post‑employment benefits	 58,556	 49,942

Long‑term benefits	 4,067	 2,750

Share‑based payments	 209,628	 144,796

Total	 1,917,707	 1,813,850

Detailed remuneration disclosures are provided in the Remuneration Report detailed on pages 25 to 34.

(C) EQUITY INSTRUMENT DISCLOSURES RELATING TO KMP
(i) Option holdings
Outlined below are the option holdings of the KMP over the period 1 July 2008 to 30 June 2009 in eircom Holdings 
Limited.

Directors of the Company	 Balance at	 Granted as	 Acquired	 Forfeited	 Balance at end 
2009	 start of the year	 remuneration	 during the year	 during the year	 of the year

William Wavish1	 1,000,000	 –	 –	 (1,000,000)	 –

Kerry Roxburgh	 1,000,000	 –	 –	 –	 1,000,000

Robert Topfer2	 2,000,000	 –	 –	 (2,000,000)	 –

Gregory Clark	 1,000,000	 –	 –	 –	 1,000,000

Total	 5,000,000	 –	 –	 (3,000,000)	 2,000,000

1.	� William Wavish resigned on 21 April 2008. Mr Wavish’s options lapsed on 19 July 2008.
2.	 Robert Topfer resigned on 17 September 2008. Mr Topfer’s options lapsed on 17 December 2008.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2009

28. KEY MANAGEMENT PERSONNEL DISCLOSURES continued

Outlined below are the option holdings of the KMP over the period 1 July 2007 to 30 June 2008 in Eircom Holdings 
Limited.

Directors of the Company	 Balance at	 Granted as	 Acquired	 Forfeited	 Balance at end 
2008	 start of the year	 remuneration	 during the year	 during the year	 of the year

William Wavish1	 1,000,000	 –	 –	 –	 1,000,000

Kerry Roxburgh	 1,000,000	 –	 –	 –	 1,000,000

Robert Topfer	 2,000,000	 –	 –	 –	 2,000,000

Gregory Clark	 1,000,000	 –	 –	 –	 1,000,000

Total	 5,000,000	 –	 –	 –	 5,000,000

1.	 William Wavish resigned on 21 April 2008. Mr Wavish’s options lapsed on 19 July 2008.

(ii) Shareholdings in eircom Holdings Limited
Outlined below are the shareholdings of the KMP over the period 1 July 2008 to 30 June 2009 in eircom Holdings Limited. 
No shares were granted as remuneration to the KMP during the financial year and no shares were acquired upon the 
exercise of options during the financial year.

Directors of the Company	 Balance at	 Acquired	 Other	 Balance at end 
2009	 start of the year	 during the year	 movements	 of the year

Phillip Green1	 1,600,000	 –	 (1,600,000)	 –

Robert Topfer2	 3,731,158	 –	 (3,731,158)	 –

Total	 5,331,158	 –	 (5,331,358)	 –

1.	 Phillip Green resigned as a Director on 13 September 2008.
2.	 Robert Topfer resigned as a Director on 17 September 2008.

Outlined below are the shareholdings of the KMP over the period 1 July 2007 – 30 June 2008 in eircom Holdings Limited. 
No shares were granted as remuneration to the KMP during the financial year and no shares were acquired upon the 
exercise of options during the financial year.

Directors of the Company	 Balance at	 Acquired	 Other	 Balance at end 
2008	 start of the year	 during the year	 movements1	 of the year

William Wavish	 25,000	 –	 (25,000)	 –

Phillip Green	 1,600,000	 –	 –	 1,600,000

Robert Topfer	 3,731,158	 –	 –	 3,731,158

Total	 5,356,158	 –	 (25,000)	 5,331,158

1.	 William Wavish resigned as a Director during the year.

No shares were granted as remuneration to the KMP during the financial year and no shares were acquired upon the 
exercise of options during the financial year.

Executives of the Company	 Balance at	 Acquired	 Sold during	 Balance at end 
2009	 start of the year	 during the year	 the year	 of the year

John Fanning1	 62,621	 –	 (62,621)	 –

Deborah Kelly2	 53,302	 –	 (53,302)	 –

Haydn Vella	 15,000	 –	 –	 15,000

Total shareholdings	 130,923	 –	 (115,923)	 15,000

1.	 John Fanning resigned as Chief Investment Officer on 2 September 2008.
2.	 Deborah Kelly resigned as Chief Operating Officer on 25 August 2008.
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No securities were granted as remuneration to the KMP during the financial year and no securities were acquired upon the 
exercise of options during the financial year.

Executives of the Company	 Balance at	 Acquired	 Sold during	 Balance at end 
2008	 start of the year	 during the year	 the year	 of the year

John Fanning	 35,121	 27,500	 –	 62,621

Deborah Kelly	 41,398	 11,904	 –	 53,302

Haydn Vella	 8,000	 7,000	 –	 15,000

Total shareholdings	 84,519	 46,404	 –	 130,923

(D) LOANS TO KEY MANAGEMENT PERSONNEL AND THEIR PERSONALLY RELATED ENTITIES FROM 
eircom HOLDINGS LIMITED
In 2009 and 2008 there were no loans from ERC to Key Management Personnel.

(E) OTHER TRANSACTIONS WITH Key MANAGEMENT PERSONNEL
In 2009 and 2008 there were no transactions with Key Management Personnel.
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FOR THE YEAR ENDED 30 JUNE 2009

29. REMUNERATION OF AUDITORS
During the year, the following fees were paid or payable for services provided by the auditor of the parent entity, its related 
practices and non‑related audit firms:

			   Consolidated	 Parent

				    2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

(A) Audit Services
PricewaterhouseCoopers Australian firm

Audit and review of financial reports	 713	 678	 713	 647

Related practices of PricewaterhouseCoopers  
Australian firm

Audit and review of financial reports	 2,454	 2,173	 –	 –

Non‑PricewaterhouseCoopers audit firms for  
the audit or review of financial reports of any  
entity in the Group	 38	 11	 –	 –

Total remuneration for audit services	 3,205	 2,862	 713	 647

(B) Non‑Audit Services
Audit‑related services PricewaterhouseCoopers  
Australian firm

Other audit-related services	 34	 –	 34	 –

Audit‑related services – related practices of  
PricewaterhouseCoopers Australian firm

Audit of regulatory returns	 2,129	 2,096	 –	 –

Other audit-related services	 1,212	 810	 –	 –

Total remuneration for audit-related services	 3,375	 2,906	 34	 –

Taxation Services – related practices of  
PricewaterhouseCoopers Australian firm

Tax compliance services	 81	 82	 –	 –

Total remuneration for audit taxation services	 81	 82	 –	 –

(C) Other Advisory Services
Other Advisory Services – related practices of  
PricewaterhouseCoopers Australian firm

Other advisory services	 1,403	 488	 –	 –

Total remuneration for other advisory services	 1,403	 488	 –	 –

	 8,064	 6,338	 747	 647

The Audit and Risk Management Committee has completed an evaluation of the overall effectiveness and independence 
of the auditor, PricewaterhouseCoopers. As part of this process, the external auditor has provided a written statement 
confirming their independence.
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30. CONTINGENT ASSETS AND LIABILITIES
The Group had contingent liabilities at 30 June 2009 in respect of:

(A) CLAIMS BY SMART TELECOM
On 8 June 2005, Smart Telecom instituted proceedings against eircom in the Irish High Court, challenging the validity of a 
notice of termination issued by eircom to Smart Telecom terminating the interconnection agreement between the parties, 
and alleging that the notice of termination is an abuse by eircom of its dominant position in the telecommunications market. 
Smart Telecom further alleges that eircom is abusing its dominant position by refusing to provide network access in the 
form of LLU to Smart Telecom in the manner required by Smart Telecom. Smart Telecom is seeking relief in the form of 
declarations that the notice of termination is invalid and an abuse of dominance, that eircom is abusing its dominance by 
failing to meet Smart Telecom’s LLU requirements and unspecified damages, including exemplary damages, for breach of 
contract and violation of the Competition Act 2002 Ireland and the EC Treaty.

eircom’s Directors believe that the notice of termination was validly issued in accordance with the interconnection 
agreement, and that eircom provides access to its network fully in accordance with its obligations, and intends to defend 
the proceedings vigorously. Smart Telecom submitted general particulars of their damages claim under the headings 
wasted expenditure ($2.6 million), delayed sales/lost customers ($6.2 million per annum), and capitalisation of losses 
($68.4 million per annum). Even if Smart Telecom could establish liability on eircom’s part under each of these headings, 
eircom’s Directors do not believe that these figures represent damages that would be properly recoverable from eircom. 
In October 2006, eircom terminated the interconnection agreement with Smart Telecom on grounds unconnected with the 
proceedings. In 2006 and 2007, eircom introduced the LLU functionality that is the subject of Smart’s claim in proceedings.

(B) eircom BUNDLED PRODUCTS – RIPOSTE
On 8 May 2009, ComReg issued enforcement proceedings in the High Court seeking orders to enforce its findings in an 
Opinion of Non‑Compliance which was issued by ComReg on 2 April 2009 in relation to certain eircom bundled product 
offerings. The Opinion of Non‑Compliance found that eircom had breached its obligation not to unreasonably bundle set out 
in ComReg Decision D07/61 (“the Compliance Proceedings”). Among the relief sought by ComReg in the Compliance 
Proceedings is the imposition of an unspecified fine on eircom. eircom is defending these Compliance Proceedings.

ComReg then issued a Direction to eircom of 9 April 2009 directing it to refrain from launching new eircom bundled 
products for a period of three months (“April Direction”). eircom issued an appeal in the High Court on 27 April 2009 
against the Opinion of Non‑Compliance and against the April Direction (“the Riposte Appeal”). ComReg adopted a new 
direction on 7 July 2009 which extends the April Direction for a further period of nine months. eircom intends to appeal the 
Direction of 7 July (“July Direction”). Both the Riposte Appeal and the Compliance Proceedings have been admitted in the 
Commercial List of the High Court and pleadings have been exchanged. The Court has ordered that the appeal of the 
July Direction once lodged be listed for hearing with the other proceedings on 13 October 2009.

(C) DEMERGER OF MAST BUSINESS
In connection with the demerger of eircom’s mast business, and its subsequent acquisition by Towercom Holdings Limited 
on 18 September 2007, eircom gave warranties to Towercom Holdings Limited in respect of various matters. On 12 March 
2009, Towercom Holdings Limited instituted a claim in the Commercial division of the High Court for $38 million (€22 million) 
in respect of alleged breaches of those warranties. A Statement of Claim was delivered on 25 March 2009. eircom’s defence 
was filed on 12 May 2009 denying liability. In order to understand the basis on which the claim is made, eircom has raised 
detailed queries in relation to the claim and requested voluntary discovery from Towercom on 9 July 2009. Voluntary 
Discovery is to be exchanged between the parties by 28 September 2009. The matter is due to be mentioned in the 
Commercial division of the High Court on 5 October 2009.

On 29 May 2009, eircom received a further letter of claim from solicitors for Towercom in relation to the acquisition of the 
mast business. This claim is being investigated.

(D) PERFORMANCE BONDS
Performance bonds have been issued in respect of the Group’s obligation to make payments to third parties in the event 
that the Group does not perform its contracted commitments under the terms of certain contracts. Group performance 
bonds at 30 June 2009 include $67.8 million (€47 million) in respect of undertakings to roll out a 3G network in Ireland, 
including achieving certain agreed milestones and $15.6 million (€9 million) of other performance bonds and guarantees. 
No material losses are expected in respect of these obligations.
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30. CONTINGENT ASSETS AND LIABILITIES continued

(E) ALLEGATIONS OF ANTI‑COMPETITIVE PRACTICES
On 17 October 2002, ComReg determined that eircom were not in compliance with its obligations under the voice telephony 
regulations by providing telephone services to specific customers at prices which were not in accordance with the specific 
terms and conditions of eircom’s discount schemes and published prices. No penalties were levied on eircom as a result of 
this determination. Ocean Communications Limited and ESAT Telecommunications Limited issued proceedings in the Irish 
High Court in December 2002 against eircom seeking damages including punitive damages resulting from the matters that 
were the subject of the ComReg determination. eircom submitted its defence on 26 January 2004. eircom intends to defend 
the proceedings vigorously. The plaintiffs submitted general particulars of their damages claim on 3 February 2004 under 
the headings loss of existing customers, loss of prospective customers, economic loss and loss of future profits. In those 
particulars, the plaintiffs have identified claims for loss of revenue on existing customers ($12.1 million), failure to meet the 
plaintiffs’ alleged budgeted growth ($41 million) and loss of revenue on the plaintiffs’ pricing ($8.2 million). The particulars 
also include further unquantified damages. The plenary summons and statement of claim of Ocean Communications 
Limited and ESAT Telecommunications Limited were amended, inter alia, in April 2005 to include a claim for alleged breach 
of certain constitutional rights. Even if the plaintiffs could establish a liability on eircom’s part under each of these headings, 
eircom do not believe that these figures represent damages which would be properly recoverable from eircom.

(F) OTHER
Hearing loss claims
eircom has received letters before action in relation to potential hearing loss claims from 113 current and former employees, 
six of which have been withdrawn. These claims will have to progress through the compulsory Injuries Board (formerly the 
Personal Injuries Assessment Board) process. Thirty four of these claims have progressed to the stage where Court 
proceedings have issued. In 18 of these cases, Court proceedings have been served on eircom and are progressing 
through the Court process and are at various stages in that process. eircom denies liability in all cases and intends to 
defend all claims.

USO obligations
eircom is obliged to meet certain legally binding quality of performance standards set by ComReg in Decision 
Notice D02/08. ComReg is due to publish information on eircom’s performance in relation to its Universal Service 
Obligations for Q2 2009 and the period from 1 July 2008 to 30 June 2009 in September 2009. ComReg will then assess 
whether eircom has achieved and complied with performance targets including its legally binding targets in respect of fault 
rate occurrence and fault repair times. ComReg has indicated that it is concerned with eircom’s performance to date, 
however, we are not currently aware of nor is eircom subject to any direction, opinion or proceedings by ComReg in 
relation to non‑compliance with performance targets.

Other than as disclosed above, a number of other lawsuits, claims and disputes with third parties including regulatory 
authorities have arisen in the normal course of business. While any litigation has an element of uncertainty, the Directors 
believe that there were no contingent liabilities which would have a material adverse effect on Group’s financial position.
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31. COMMITMENTS
Capital Commitments
Capital expenditure contracted for at reporting date but not recognised in liabilities is as follows:

			   Consolidated	 Parent

				    2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

No later than one year	 139,349	 118,606	 –	 –

Later than one year and not later than five years	 3,757	 38,676	 –	 –

		  143,106	 157,282	 –	 –

Lease Commitments
At 30 June 2009 the Group had annual commitments in respect of lease agreements in respect of properties, vehicles, 
plant and equipment, for which the payments extend over a number of years. The analysis of the Group’s annual 
commitments is as follows:

Finance lease liabilities – minimum lease payments

				    2009	 2008	 2009	 2008 
				    Defeased	 Defeased	 Non-defeased	 Non-defeased 
				    $’000	 $’000	 $’000	 $’000

No later than one year	 33,100	 47,104	 1,674	 3,861

Later than one year and not later than five years	 17,642	 42,922	 386	 2,076

					     50,742	 90,026	 2,060	 5,937

Future finance charges	 (7,099)	 (9,831)	 –	 –

Present value of finance lease liabilities	 43,643	 80,195	 2,060	 5,937

The total contracted payments due on operating leases are as follows:

			   Consolidated	 Parent

				    2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Payable

Within one year	 83,773	 88,894	 –	 –

Between two and five years	 274,105	 267,798	 –	 –

Over five years	 463,952	 488,597	 –	 –

	 821,830	 845,289	 –	 –

Included in the above contracted commitments are non‑cancellable lease commitments to the value of $95.6 million 
(2008: $85.9 million). The non‑cancellable lease expense for the coming year is expected to be $7 million (2008: $6.6 million).
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32. RELATED PARTY TRANSACTIONS
(A) ULTIMATE PARENT AND CONTROLLING ENTITY
The ultimate parent of the controlling entity within the Group is eircom Holdings Limited which is incorporated in Australia.

(B) SUBSIDIARIES
Interests in subsidiaries are set out in Note 33.

(C) KEY MANAGEMENT PERSONNEL
Disclosures relating to Key Management Personnel are disclosed in Note 28.

(D) TRANSACTIONS WITH RELATED PARTIES
The following transactions occurred with related parties:

	 Babcock & Brown	 Babcock & Brown	 Babcock & Brown	 Babcock & Brown		   
	 Securities	 Capital Management	 Securities	 Australia		   
Other related parties	 (Singapore) Pty Ltd	 Pty Ltd	 Pty Ltd	 Pty Ltd	 Total

	 2009	 2008	 2009	 2008	 2009	 2008	 2009	 2008	 2009	 2008 
	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000	 $’000

Management fee	 –	 –	 11,103	 19,366	 –	 –	 –	 –	 11,103	 19,366

Management costs	 –	 –	 299	 –	 –	 –	 –	 –	 299	 –

Management  
Agreement 
termination fee	 –	 –	 –	 –	 –	 –	 5,000	 –	 5,000	 –

Cost recovery	 23	 –	 –	 –	 –	 –	 –	 –	 23	 –

Other	 –	 –	 –	 –	 –	 –	 14	 –	 14	 –

Advisor’s fee	 –	 2,742	 –	 –	 –	 7,626	 250	 97	 250	 10,465

	 23	 2,742	 11,402	 19,366	 –	 7,626	 5,264	 97	 16,689	 29,831

(i) Management Fee
Under the terms of the Management Agreement which was terminated on 28 April 2009, the Management Company 
provided designated and non‑designated services in return for a fee. The Management Company for the period 
1 July 2008 to 28 April 2009 was Babcock & Brown Capital Management Pty Ltd.

The term of the Management Agreement was 25 years, subject to early termination. The fee was calculated as follows:

Percentage of raised capital invested in 
authorised Investments	 Annual Management Fee

Less than 30%	� Nil. Subject to reimbursement of costs incurred by the Management 
Company.

At least 30% (at any time) but less than 50%	� 1% of the value of Net Assets shown in the most recent half-yearly or 
annual audited Balance Sheet.

At least 50% (at any time) but less than 75%	� 1.5% of the value of Net Assets in the most recent half-yearly or annual 
audited Balance Sheet.

At least 75% (at any time)	� 2% of the value of Net Assets in the most recent half-yearly or annual 
audited Balance Sheet.

In addition to the Management fee structure, the Management Agreement provides that the Management fee must at least 
equal the amount of costs which the Management company has incurred in its role.

(ii) Performance Fee
The Management Company did not receive a performance fee in its tenure as Manager.
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(iii) Adviser’s Fee
In addition to the Management fee paid to the Management Company, Babcock & Brown Securities Pty Ltd was appointed 
as the preferred advisor. Babcock & Brown Securities Pty Ltd is a controlled entity of Babcock & Brown Limited. The fees 
paid under the preferred advisor mandate were determined on the basis of the investment proposal presented to the 
Company by Babcock & Brown Securities Pty Ltd in conjunction with Babcock & Brown Australia Pty Ltd. This agreement 
was terminated on 28 April 2009.

The following transactions occurred with related parties:

(E) OTHER TRANSACTIONS WITH RELATED PARTIES
			   Consolidated	 Parent

				    2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

Dividend revenue
Subsidiaries	 –	 –	 1,469	 7,042

Associates	 –	 –	 –	 –

Management fee revenue
Subsidiaries	 –	 –	 9,810	 12,190

Tax Consolidation legislation
Tax losses assumed from wholly‑owned tax  
consolidated entities	 –	 –	 –	 1,152

(F) OUTSTANDING BALANCES WITH RELATED PARTIES
Current Receivables (investing activities)
Subsidiaries	 –	 –	 1,991	 28,553

Current Receivables (tax funding agreement)
Subsidiaries	 –	 –	 –	 746

Current Payables
Subsidiaries	 –	 –	 –	 (720)

Current Payables (tax funding agreement)
Subsidiaries		  –	 –	 –	 (1,152)

(G) LOANS TO FROM RELATED PARTIES
Loans to subsidiaries

Beginning of the year	 –	 –	 25,935	 20,064

Loans advanced (repaid) (Note 11)	 –	 –	 (23,944)	 5,871

	 –	 –	 1,991	 25,935

Loans from subsidiaries

Beginning of the year	 –	 –	 (720)	 (159,999)

Loans repaid/(made) (Note 21)	 –	 –	 720	 159,279

	 –	 –	 –	 (720)

Purchase consideration, fair value of assets acquired and goodwill are all Euro denominated. On consolidation to the ERC 
Group, translation differences are likely to occur to change this figure in Australian dollars.
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33. SUBSIDIARIES
The consolidated financial statements incorporate the assets, liabilities and results of the following significant subsidiaries 
in accordance with Note 1(C):

	 Ownership interest

		  2009	 2008 
Company	 Country of Incorporation	 %	 %

BCL Communications Pty Limited	 Australia	 100	 100

Babcock & Brown Capital Europe Pty Limited	 Australia	 –	 100

eircom Holdings Investments Pty Ltd	 Australia	 100	 100

eircom Holdings Investments 2 Pty Ltd	 Australia	 100	 100

Eamon Holdings Pty Ltd	 Australia	 100	 100

B&B Ireland Group Ltd	 Cayman Islands	 87.8	 87.8

ERC Ireland Equity SPC	 Cayman Islands	 57.1	 57.1

ERC Ireland Preferred Equity Ltd	 Cayman Islands	 57.1	 57.1

ERC Ireland Finance Ltd	 Cayman Islands	 57.1	 57.1

ERC Ireland Holdings Ltd	 Cayman Islands	 57.1	 57.1

ERC ESOT Services Ltd	 Cayman Islands	 57.1	 57.1

BCM Luxembourg Holdings Ltd	 Luxembourg	 57.1	 57.1

BCM Enterprises Ltd	 Cayman Islands	 57.1	 57.1

Valentia Telecommunications	 Ireland	 57.1	 57.1

eircom Limited	 Ireland	 57.1	 57.1

Meteor Mobile Communications Limited	 Ireland	 57.1	 57.1

Irish Telecommunications Investments Limited	 Ireland	 57.1	 57.1

Osprey Property Limited	 Ireland	 57.1	 57.1

eircom Phonewatch Limited	 Ireland	 57.1	 57.1

eircom UK Limited	 United Kingdom	 57.1	 57.1

Lan Communications Limited	 Ireland	 57.1	 57.1

eircom Investments BV	 Netherlands	 57.1	 57.1

Eircable Limited	 Ireland	 57.1	 57.1

eircom Holdings Limited	 Ireland	 57.1	 57.1

eircom (Infonet Ireland) Limited	 Ireland	 57.1	 57.1

GoFree Limited	 Ireland	 57.1	 57.1

GPM Classified Directory (Management and Marketing) Ltd	 Israel	 100	 100

Golden Pages Finance BV	 Netherlands	 100	 100

Madas Ltd	 Israel	 100	 100

ZAP Computing Ltd	 Israel	 100	 100

Rest Limited	 Israel	 100	 100

Pro Internet Ltd	 Israel	 100	 75.3

Dun & Bradstreet (Israel) Ltd	 Israel	 59.5	 55

Mitchatnim Bareshet Ltd	 Israel	 100	 100

Mitchatnim Catalog Ltd	 Israel	 100	 100

Winhelp Ofran Limited Partnership	 Israel	 50.1	 50.1

Net Health Vanture	 Israel	 51	 51

Neto Search Engine Ltd	 Israel	 50.1	 50.1

Gil Hazav Ltd	 Israel	 50	 50
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34. CASH FLOW FROM OPERATIONS
			   Consolidated	 Parent

				    2009	 2008	 2009	 2008 
				    $’000	 $’000	 $’000	 $’000

(Loss)/profit for the year after tax	 (1,842,434)	 184,287	 (565,189)	 14,427

Add back
Income tax (benefit)/expense	 (19,988)	 52,880	 1,465	 6,031

Finance costs	 737,101	 564,724	 –	 –

Depreciation and amortisation	 2,332,442	 660,229	 –	 –

Adjusted profit/(loss) for the year after tax	 1,207,121	 1,462,120	 (563,724)	 20,458

Adjustments for
Net investment gains	 (4,570)	 (131,300)	 –	 –

Net construction income	 (10,958)	 (61,040)	 –	 –

Dividends received	 –	 –	 (1,469)	 (7,042)

Interest revenue	 (35,307)	 (53,579)	 (15,524)	 (28,349)

Share of profits from associates	 (2,470)	 329	 –	 –

Impairment of investment in subsidiary	 –	 4,273	 515,018	 4,273

Non‑cash restructuring and other provisions	 119,349	 –	 –	 –

Fair value adjustment – net losses/(gains)  
on derivatives	 –	 –	 51,873	 1,431

Net foreign currency losses/(gains)	 –	 –	 43	 (41)

Non‑cash share‑based payments	 12	 563	 –	 (794)

Non‑cash retirement benefit (credit)/charge	 (18,644)	 (81,447)	 –	 –

Non‑cash management fee	 (4,714)	 (6,119)	 –	 –

Non‑cash land and building impairment	 32,317	 –	 –	 –

Non‑cash restructuring	 49,815	 –	 –	 –

Non‑cash provisions	 63,998	 –	 –	 –

Non‑cash revaluation of asset recognised at  
fair value through the profit and loss	 15,525	 –	 –	 –

Effects of exchange rate changes	 785	 566	 –	 –

Cash flows relating to construction contracts	 226,467	 (15,677)	 –	 –

Cash flows relating to restructuring and  
other provisions	 (26,948)	 (57,974)	 –	 –

Changes in assets and liabilities:
Inventories	 4,738	 3,855	 –	 –

Increase/(decrease) in trade and other receivables	 71,398	 (214,172)	 (863)	 (6,102)

Decrease/(increase) in trade and other creditors	 (112,611)	 288,508	 3,367	 209

Net cash inflow/(outflow) from operations	 1,455,956	 1,138,906	 (11,279)	 (15,957)
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35. EARNINGS PER SHARE
(A) EARNINGS PER SHARE
The following reflects the income and share data used in the calculations of basic and diluted earnings per share:

			   Consolidated

						      2009	 2008 
						      $’000	 $’000

(Losses)/profits used in calculating basic and diluted earnings per share	 (1,484,646)	 101,235

(i) Weighted average number of ordinary shares issued	 167,904,914	 193,752,275

Basic profits/(losses) per share	 (884.2) cents	 52.3 cents

Diluted profits/(losses) per share	 (884.2) cents	 52.3 cents

(ii) Actual number of ordinary shares issued at 30 June	 167,904,914	 167,904,914

Basic profits/(losses) per share			   (884.2) cents	 60.3 cents

(B) DIVIDENDS
The Directors have not proposed an interim or final dividend for the year ended 30 June 2009 (2008: Nil).
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36. SHARE‑BASED PAYMENTS
NON‑EXECUTIVE DIRECTOR SHARE OPTION PLAN
Options in the Company were granted to the Non‑Executive Directors of the Group as part of the IPO. The Option Plan 
which sets out the terms of the offer is designed to provide a long‑term incentive to Non‑Executive Directors. The terms 
and conditions of the offer are as follows:

			   Value 
			   per option 
		  Exercise price	 granted 
Grant date	 Expiry date	 $	 $1	 Date exercisable

14 February 2005	 14 February 2012	 5.00	 0.62 – 1.32	� Any time after the Company’s third year result, 
subject to the vesting conditions of the options

9 February 2006	 14 February 2012	 5.00	 0.14 – 0.72	� Any time after the Company’s third year result, 
subject to the vesting conditions of the options

8 November 2006	 14 February 2012	 5.00	 0.003 – 0.31	� Any time after the Company’s third year result, 
subject to the vesting conditions of the options

1.	� Each of the three tranches was fair valued. In order to assess the economic benefits of the options, the “Binomial Model” technique was used for the valuation. 
This methodology produces a share price distribution and can be used to value share‑based payments with market hurdles and makes allowance for early 
exercise. The share price distribution is generated assuming at any point in time the share price can move up or down.

Options under the plan carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary 
share and carries identical dividend and voting rights to other ordinary shares.

Vesting conditions of the options:

The options issued to Non‑Executive Directors were granted for nil consideration and vest as follows:

•	 �Tranche 1: Options issued on 14 February 2005 as part of the IPO were forfeited during the 2007 year. Options 
outstanding nil.

•	 �Tranche 2: 866,667 options (2008: 866,667) if the Total Shareholder Return (“TSR”) since listing is an internal rate of 
return (IRR) of 10% or greater; plus

•	 Tranche 3: 1,133,334 options (2008: 1,133,334) if the TSR since listing is an IRR of 25% or greater.

Each tranche is conditional on the Non‑Executive Director being employed by the Company on the date of exercise. Failure 
to maintain employment as a Non‑Executive Director of the Company will result in the immediate lapse of any unvested 
options and the lapse after 90 days of his or her termination date of any vested but unexercised options.

The vesting conditions are linked to TSR to ensure Non‑Executive Directors are only rewarded when Shareholder returns are 
commensurate. TSR is defined as the measure of Shareholder return on investment in ERC shares for each measurement 
period, calculated in accordance with the formula set out in the Management Agreement. Set out below are summaries of 
the options granted under the plan:

Parent entity – 2009
				    Balance at	 Granted during	 Forfeited during	 Balance at 
				    start of the year	 the year	 the year	 end of the year 
Grant date	 Expiry date	 Number	 Number	 Number	 Number

14 February 20051	 14 February 2012	 1,000,000	 –	 (1,000,000)	 –

9 February 2006	 14 February 2012	 1,000,000	 –	 –	 1,000,000

8 November 2006	 14 February 2012	 1,000,000	 –	 –	 1,000,000

Total			   3,000,000	 –	 (1,000,000)	 2,000,000

1.	 William Wavish resigned on 21 April 2008. Mr Wavish’s options lapsed on 19 July 2008.
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36. SHARE‑BASED PAYMENTS continued

Parent entity – 2008
				    Balance at	 Granted during	 Forfeited during	 Balance at 
				    start of the year	 the year	 the year	 end of the year 
Grant date	 Expiry date	 Number	 Number	 Number	 Number

14 February 20051	 14 February 2012	 1,000,000	 –	 –	 1,000,000

9 February 2006	 14 February 2012	 1,000,000	 –	 –	 1,000,000

8 November 2006	 14 February 2012	 1,000,000	 –	 –	 1,000,000

Total			   3,000,000	 –	 –	 3,000,000

1.	 William Wavish resigned on 21 April 2008. Mr Wavish’s options lapsed on 19 July 2008.

CHIEF EXECUTIVE OFFICER SHARE PERFORMANCE RIGHTS
Given that Shareholder approval for the issue of the Share Performance Rights to Mr Day was not obtained at the General 
Meeting of 27 April 2009, Mr Day will be entitled to receive a cash payment upon a vesting condition being satisfied equal 
to the value of the Share Performance Rights that would have otherwise been allocated to him upon a vesting condition 
being satisfied, determined by reference to the 30 day volume-weighted average price (“VWAP”) of ERC shares as at the 
date the vesting condition is satisfied.

One of the following vesting conditions must be satisfied before the end of Mr Day’s two-year term (end of February 2011) 
for Mr Day to become entitled to such a cash payment:

•	 a person obtains a relevant interest in more than 50% of ERC shares;

•	 �a scheme of arrangement between the Company and Shareholders proposed in accordance with Part 5.1 of the 
Corporations Act is approved by Shareholders and results in a listing on a European exchange in relation to which 
Shareholders are entitled to participate or receive benefits;

•	 the sale by the Company of all or a substantial majority of its investment in eircom to a third party; and

•	 �the VWAP of shares traded on the ASX in any consecutive 20 business day period before the end of Mr Day’s two‑year 
term exceeds $5.00, less the aggregate amount of any capital return (including the $0.60 recently returned to 
Shareholders) or dividend paid on a share between the date of Mr Day’s Executive Service Agreement and the end 
of the term.
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37. DEED OF CROSS GUARANTEE
eircom Holdings Limited, eircom Holdings Investments 2 Pty Limited and Eamon Holdings Pty Limited are parties to a 
deed of cross guarantee under which each company guarantees the debts of the others. By entering into the deed, the 
wholly‑owned entities have been relieved from the requirement to prepare a financial report and Directors’ Report under 
Class Order 98/1418 (as amended) issued by the Australian Securities and Investments Commission.

(A) CONSOLIDATED INCOME STATEMENT
The above companies represent a “Closed Group” for the purposes of the Class Order, and as there are no other parties 
to the Deed of Cross Guarantee that are controlled by eircom Holdings Limited, they also represent the “Extended 
Closed Group”.

Set out below is a consolidated Income Statement for the year ended 30 June 2009 of the Closed Group consisting of 
eircom Holdings Limited, eircom Holdings Investments 2 Pty Limited and Eamon Holdings Pty Limited.

	 2009	 2008 
	 $’000	 $’000

Income statement
Revenue from continuing operations	 21,992	 42,654

Other income	 4	 –

Expenses from continuing operations (excluding finance costs)	 (41,307)	 (21,862)

Impairment expense	 (509,130)	 –

Finance costs	 –	 (2)

(Loss)/profit before income tax			   (528,441)	 20,790

Income tax expense	 (3,439)	 (4,135)

(Loss)/profit for the year	 (531,880)	 16,655
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37. DEED OF CROSS GUARANTEE continued

(B) BALANCE SHEET
Set out below is a consolidated Balance Sheet as at 30 June 2009 of the Closed Group consisting of eircom Holdings 
Limited, eircom Holdings Investments 2 Pty Limited and Eamon Holdings Pty Limited.

	 2009	 2008 
	 $’000	 $’000

Current Assets
Cash and cash equivalents	 168,950	 354,466

Trade and other receivables	 6,755	 125,225

Non‑current assets held‑for‑sale	 461	 –

Derivative financial instruments	 –	 9,409

Other assets	 313	 419,449

Total current assets			   176,479	 908,549

Non‑current Assets
Deferred tax assets	 228	 6,224

Investments	 419,449	 –

Provision against investment	 (352,747)	 –

Total non‑current assets			   66,930	 6,224

Total assets				    243,409	 914,773

Current Liabilities
Trade and other payables	 3,588	 486

Derivative financial instruments	 –	 7,754

Current tax liabilities	 (350)	 2,422

Provisions	 102	 –

Total current liabilities			   3,340	 12,733

Non‑current Liabilities
Deferred tax liabilities	 228	 1,298

Derivative financial instruments	 –	 2,071

Provisions	 17	 –

Total non‑current liabilities			   245	 3,369

Total liabilities			   3,584	 14,031

Net assets				    239,824	 900,742

Equity
Contributed equity	 733,417	 855,532

Reserves	 (6,919)	 28,555

Retained profits/(losses)	 (486,674)	 16,655

Total equity	 239,824	 900,742
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38. EVENTS OCCURRING AFTER THE BALANCE SHEET DATE
On 31 July 2009, the Company convened a General Meeting to consider a further return of capital to Shareholders of 
$134.3 million ($0.80 per share). The meeting is to take place on 15 September 2009.

On 6 August 2009, the Company announced that it had received a definitive proposal from STT Communications Ltd 
(“STTC”) to buy the shares of ERC. Negotiations regarding this proposal are continuing.

On 8 July 2009, the Company announced that it had entered into a Restructure Agreement with the Bondholders of its 
second major investment, G.P.M. Classified Directories (Management & Marketing) Ltd (“GPM”). The restructure will result 
in GPM ceasing to be a subsidiary. It is expected that the restructure will be completed towards the end of September 
2009.
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DIRECTORS’ DECLARATION

In the Directors’ opinion:

(A)	� the financial statements and notes set out on pages 49 to 131 are in accordance with the Corporations Act 2001, 
including:

	 (i)	� complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional 
reporting requirements; and

	 (ii)	� giving a true and fair view of the Company’s and the Consolidated Entity’s financial position as at 30 June 2009 
and of their performance for the financial year ended on that date; and

(B)	�there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due 
and payable; and

(C)	�at the date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed 
Group identified in Note 37 will be able to meet any obligations or liabilities to which they are, or may become, subject 
by virtue of the deed of cross guarantee described in Note 37.

The Directors have been given the declarations by the Chief Executive Officer and Chief Financial Officer of the 
management company required by section 295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Directors.

Kerry Roxburgh 
Chairman

Sydney, 27 August 2009
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF eircom HOLDINGS LIMITED

Liability limited by a scheme approved under Professional Standards Legislation
87

PricewaterhouseCoopers
ABN 52 780 433 757

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
Telephone +61 2 8266 0000
Facsimile +61 2 8266 9999

Independent auditor’s report to the members of eircom
Holdings Limited

Report on the financial report

We have audited the accompanying financial report of eircom Holdings Limited (the company),
which comprises the balance sheet as at 30 June 2009, and the income statement, statement of
changes in equity and cash flow statement for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration for both
eircom Holdings Limited and the eircom Holdings Limited Group (the consolidated entity). The
consolidated entity comprises the company and the entities it controlled at the year's end or from
time to time during the financial year.

Directors’ responsibility for the financial report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
report that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In Note 1, the directors also state, in accordance with Accounting Standard
AASB 101 Presentation of Financial Statements, that compliance with the Australian equivalents to
International Financial Reporting Standards ensures that the financial report, comprising the
financial statements and notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance whether the financial report is free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial report.

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.
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Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor’s opinion

In our opinion:

(a) the financial report of eircom Holdings Limited is in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the company’s and consolidated entity’s financial
position as at 30 June 2009 and of their performance for the year ended on that
date; and

(ii) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as
disclosed in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 7 to 12 of the directors’ report for the
year ended 30 June 2009. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with section 300A of the Corporations Act
2001. Our responsibility is to express an opinion on the Remuneration Report, based on our audit
conducted in accordance with Australian Auditing Standards.

Auditor’s opinion

In our opinion, the Remuneration Report of eircom Holdings Limited for the year ended 30 June
2009, complies with section 300A of the Corporations Act 2001.

PricewaterhouseCoopers

Victor Clarke Sydney
Partner 27 August 2009

pages 25 to 33 of the directors’ report for the

134� eircom Holdings Limited



ASX ADDITIONAL INFORMATION

Additional information required by the ASX and not shown elsewhere in this report is as follows. The information is current as 
at 30 September 2009.

SHAREHOLDINGS
Substantial Shareholders
The names of substantial Shareholders who have notified the Company in accordance with section 671B of the Corporations 
Act 2001 are:

Shareholder Number Percentage

UBS Nominees Pty Ltd 19,874,993 11.84%

National Australia Bank 18,871,697 11.24%

Och Ziff Capital Management Group 17,456,858 10.40%

CC Asia Absolute Return Master Fund Ltd 17,048,777 10.09%

Babcock & Brown Group 10,100,000  6.02%

Substantial Shareholders are based on the percentage shareholding owned in listed shares.

Voting Rights
At meetings of Shareholders of the Company on a show of hands, each Shareholder will have one vote. On a poll, the voting 
rights attaching to a share in the Company will be one vote for each fully paid ordinary share.

Capital Returns
On 27 February 2009, Shareholders approved a $100.7 million ($0.60 per share) return of capital which was paid to 
Shareholders on 17 March 2009. Shares began trading on an “ex” return of capital basis on 3 March 2009.

On 15 September 2009, Shareholders approved a $134.3 million ($0.80 per share) return of capital which was paid to 
Shareholders on 30 September 2009. Shares began trading on an “ex” return of capital basis on 17 September 2009.

Share Capital
The share capital of eircom Holdings Limited is: Ordinary fully paid shares – listed: 167,904,914.

Distribution of Equity Securities
The number of Shareholders by size of holding, in each class of share, is:

Category Holders Ordinary Shares

1 – 1,000 373 248,753

1,001 – 5,000 1,858 5,396,845

5,001 – 10,000  550 4,514,498

10,001 – 100,000 387 11,642,661

100,001 and over 62 146,102,157

Total 3,230 167,904,914

The number of Shareholders holding less than a marketable parcel of shares is 225.

Use of Cash
The Company has used cash and assets in a form readily convertible to cash that it had at the time of admission to the 
Official List of the ASX in a way consistent with its business objectives.
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TWENTY LARGEST SHAREHOLDERS
The names of the 20 largest Shareholders of quoted shares of the Company are:

Name Shares Held
Percentage of 

Ordinary Shares Held

HSBC Custody Nominees (Australia) Limited – A/C 3 23,355,732 13.91%

HSBC Custody Nominees (Australia) Limited – A/C 2 20,602,495 12.27%

National Nominees Limited 18,482,140 11.01%

Citicorp Nominees Pty Limited 13,015,933 7.75%

AGSO Property Pty Ltd AFT Babcock & Brown Prime Broking Trust 10,100,000 6.02%

JP Morgan Nominees Australia Limited 8,959,891 5.34%

HSBC Custody Nominees (Australia) Limited – GSCO ECA 8,260,677 4.92%

Brispot Nominees Pty Ltd – House Head Nominee No. 1 A/C 8,184,627 4.87%

HSBC Custody Nominees (Australia) Limited 6,786,800 4.04%

ANZ Nominees Limited – Cash Income A/C 3,328,137 1.98%

Mr Robert Neil Topfer – Robert Topfer Family A/C 2,085,133 1.24%

Southgate Investment Funds Limited 2,000,000 1.19%

Chriswall Holdings Co. Pty Ltd 1,900,000 1.13%

CS Fourth Nominees Pty Ltd – Unpaid A/C 1,261,479 0.75%

Radley Investment Co. Pty Ltd 1,007,390 0.60%

Queensland Investment Corporation 906,091 0.54%

Mr David Zalmon Baffsky 811,334 0.48%

AMP Life Limited 810,825 0.48%

Mrs Cheryl Babcock – James Babcock 1999 A/C 800,000 0.48%

Total 134,675,332 80.21%

asx additional information continued
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Directors

Kerry Roxburgh Independent Chairman

Andrew Love Independent Director

Dr Gregory Clark Independent Director

Andrew Day Executive Director

Company Secretary

Haydn Vella Company Secretary & Chief Financial Officer

Principal Registered Office

Level 3, 50 Pitt Street

Sydney NSW 2000, Australia

Share Registry

Link Market Services

Level 12, 680 George Street

Sydney NSW 2000, Australia

T:	 1800 704 855 (within Australia)

	 +61 2 8280 7783 (outside Australia)

F:	 +61 2 9287 0309

Stock Exchange

Australian Securities Exchange

Exchange Centre

20 Bridge Street

Sydney NSW 2000, Australia

Auditors

PricewaterhouseCoopers

201 Sussex Street

Sydney NSW 2000, Australia

Website

www.eircomholdings.com

eircom Holdings Limited 
AND CONTROLLED ENTITIES

ABN 31 112 119 203

Investments in the Company are not investments in, 
deposits with, or other liabilities of eircom Holdings 
Limited or any entity of the eircom Group and are subject 
to investment risk, including loss of income and capital 
invested. Neither ERC or any member of the eircom Group 
guarantees the performance of the Company, the repayment 
of capital or the payment of a particular rate of return on the 
Company’s shares.

This report is not an offer or invitation for subscription or 
purchase of or a recommendation of securities. It does 
not take into account the investment objectives, financial 
situation and particular needs of the investor. Before making 
an investment in the Company, the investor or prospective 
investor should consider whether such an investment is 
appropriate to their particular investment needs, objectives 
and financial circumstances and consult an investment 
advisor if necessary.

The Company’s consolidated financial report has been 
prepared to enable the Company to comply with its 
obligations under the Corporations Act and to ensure 
compliance with the ASX Listing Rules and to satisfy the 
requirements of the Australian Accounting Standards. The 
responsibility for preparation of the consolidated financial 
report and any financial information contained in this annual 
report rests solely with the Directors of the Company.

The financial report was authorised for issue by the Directors 
on 27 August 2009. The Company has the power to amend 
and reissue the financial report.

CORPORATE DIRECTORY
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