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1 Calculation of the relevant cost base

The CEA cost and book value data are retrieved from available backward and forward-looking
regulatory reports:

o Firstly KPN used its set of backward looking regulatory reports on revenues, costs and
net book values of the fixed network business which are provided to OPTA on a yearly
basis. Those regulatory reports are designed to meet Open Network Provision (= ONP)
requirements including specific prescriptions from OPTA. KPN received a positive audit
opinion from its accountant PricewaterhouseCoopers (PWC) on those ONP reports.

o Secondly KPN used its forward-looking cost model, based on the same ONP principles.
This model received an audit opinion with limited scope from KPN's accountant PWC.

As disclosed in KPN's ONP Voice report! (for 2004 in paragraph 3.2.2 and 3.3.3.3) the regulatory
reports have a cost and book value base which differs from the cost- and book value base used
for yearly financial reporting under NL GAAP regulations (with regard to the allocation of CS
organisation costs, BULRIC loss allocation, allocation of provisions over the years, valuation of
fixed assets).

In KPN's understanding US LEC's report according to US GAAP regulations in the FCC database,
so the KPN data for the CEA have to be reconciled to US GAAP?. Firstly specific regulatory
adjustments in the KPN data for the ONP Voice Report are reverted, which result in the relevant
NL GAAP data. Secondly KPN reconciled those NL GAAP figures to US GAAP consistent with the
adjustments disclosed in KPN's yearly financial reports 2004 and 2003.

In the data request and methodology note OPTA/NERA provided some specific guidelines with
regard to the KPN data:
1. The relevant base for fixed asset valuation should be current cost.
> KPN has used the EDC method, disclosed to OPTA for wholesale regulatory reporting
purposes, which is based on asset specific price indices.
2. The cost of the international part of KPN's fixed network should be excluded?.
> KPN eliminated its international network costs accordingly.
3. The retail specific costs should be excluded.
> KPN's definition of retail specific costs is costs of retail billing and costs of retail
distribution channels.
4. The bad debt expenses and property taxes should be excluded?
> KPN eliminated bad debt expenses and property taxes from the relevant cost base
accordingly.

All excluded amounts conform those OPTA/NERA guidelines are KPN estimates.

T ONP Rapportage Spraakdiensten
2 This is confirmed by OPTA/NERA in a conference call dated August 19, 2005.
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2 Definition of quantities
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Version
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Item

Definition

Telephone line volume

Volume of active retail PSTN, ISDN 2 and ISDN 15-30 lines

Wholesale line rental volume

Volume of active wholesale PSTN and ISDN 2 lines

Wholesale unbundled local
loop circuit volume

Volume of wholesale unbundled local loop circuits

Linesharing volume

Volume of broadband access combined with PSTN/ISDN
telephone line

Analogue leased lines

Volume of analogue leased lines as used in ONP reporting

Digital leased lines

Volume of retail leased lines up to 2Mb as used in ONP
reporting, broadband leased lines, cityring lines in used for
ONP reporting, flexistream lines as used in ONP reporting,
interconnecting leased lines

Traffic minutes

Conversation time meaning total holding time minus set up
time and minus non-conversation holding time:

- Conversation time is measured in KPN's network.

- Set-up time and non-conversation holding time are estimates

Routing factor

Definition according to paragraph 3.2.2 of NERA's
methodology note

Network data

Definition according to the network data sheet of
OPTA/NERA's data request
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