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If you have sold or transferred all your registered holding of Ordinary Shares in the Company, please forward this
document and the accompanying form of proxy to the purchaser or transferee or to the stockbroker, bank or other agent
through whom the sale or transfer was affected for transmission to the purchaser or transferee.

GOLT Telecom Group pic

(Registered in England and Wales with N0.3232904)

Directors: Registered Office:
James C. Curvey 15, Marylebone Road
Barry R. J. Bateman London

Catherine Biner Bradley NW1 5JD

Paul W. Chisholm
Robert Hawley CBE
Timothy T. Hilton

H.F. van den Hoven KBE
Lawrence M. Ingeneri
Peter D. Manning

Dear COLT Shareholder, 12 April 2002

Annual General Meeting on 23 May 2002

The notice of the Annual General Meeting is set out on pages 1 and 2 of the accompanying document. In addition to the
resolutions numbered 1 to 10, which constitute Ordinary Business, you will find included in the notice resolutions numbered
11 to 15, which constitute Special Business. | am writing to explain the reasons for the resolutions numbered 2 to 9 and 11
to 15.

1 Election of Directors (Resolutions 2 to 9)
These are ordinary resolutions to re-elect the current Directors. Under the Company’s Articles of Association, all
of the Directors are required to retire from office at the 2002 Annual General Meeting and at each Annual General
Meeting thereafter.

Retiring directors are eligible for re-election. Each Director elected will hold office until the next annual general
meeting or until he or she ceases to be a Director in accordance with the Company’s Articles of Association or by
operation of law or until he or she resigns. Each of the current Directors will be standing for re-election, other than
Ms. Biner Bradley who has decided not to.

2 Renewal of authority to allot relevant securities (Resclution 11)

This is an ordinary resolution which authorises the directors to allot relevant securities up to a maximum nominal
amount of £14,189,975 which is the difference between the current issued ordinary share capital and the authorised
ordinary share capital and represents approximately 38% of the total issued ordinary share capital of the Company.
This authority may only be exercised (other than in relation to the conversion of the Company’s 2% Senior Convertible
Notes due August 2005, March 20086, December 2008, and April 2007 (together the “Convertible Notes™), and the
exercise of the warrants to purchase Ordinary Shares issued in 1996 (the “Warrants”) and the exercise of options or
allotment of shares pursuant to the Company’s employee, director and consultant option and share plans (the “Share
Plans™)) in respect of relevant securities of an aggregate nominal value of up to one-third of the nominal value of the
issued ordinary share capital of the Company at the date of the Annual General Meeting. This authority will expire
no later than 15 months after the conclusion of the 2002 Annual General Meeting. The directors have no current
intention to exercise this authority.

3 Renewal of authority to disapply statutory pre-emption rights (Resclution 12)
This is a special resolution which will renew the directors’ authority firstly, to exclude shareholders resident overseas
from participating in any rights issue owing to legal and practical problems arising from foreign regulatory constraints,
and secondly, to allot equity securities for cash to persons other than existing shareholders up to an aggregate
nominal amount of £1,884,250 (being approximately 5% of the issued and unconditionally allotted ordinary share
capital of the Company). This authority will expire no later than 15 months after the conclusion of the 2002 Annual
General Meeting.
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to 150 million ordinary shares representing approximately 10 % of the present issued ordinary share capital. There
is no intention at present to use this authority but the directors consider it advantageous for the Company to be in
a position to make such purchases, if appropriate. Purchases will only be made on the London Stock Exchange
or NASDAQ and where such purchases are, in the opinion of the directors, in the interests of the Company and
where they should result in an improvement in earnings per share for the remaining shareholders. Once purchased
by the Company, ordinary shares will be cancelled as issued shares and may only be reissued in accordance with the
Company’s Articles of Association. This authority will expire no later than 15 months after the conclusion of the 2002
Annual General Meeting. As at the date of this circular, the Company has outstanding warrants and options (other
than under the Share Plans) in respect of 881,770 ordinary shares which would comprise approximately 0.06% of the
Company's current issued share capital and approximately 0.05 % of the Company’s issued share capital following
any exercise in full of this authority to make market purchases.

Re-organisation of the Company’s Share Capital (Resolution 14)

This is an ordinary resolution that will authorise the directors to implement a re-organisation of the Company’s share
capital by the sub-division of each of the Company’s issued and unissued ordinary shares into four ordinary shares
of 0.625p nominal value each. This would reduce the unit price of the shares in the market and should improve their
marketability. The directors will determine at what time the sub-division will take place. If no such determination has
been made by the directors before the conclusion of the 2003 Annual General Meeting, this resolution will lapse and
the authority granted to the directors pursuant to the resolution shall expire.

The new ordinary shares of 0.625p each will be issued in registered form. Share certificates in respect of the existing
ordinary shares of 2.5p each will become void and certificates for the new ordinary shares of 0.625p each will be
issued. Following the re-organisation and pending the despatch of new share certificates, instruments of transfer will
be certified against the register.

Following the sub-division, application will be made to the UK Listing Authority and to the London Stock Exchange for
the new ordinary shares of 0.625p each to be admitted to the Official List and to trading. Shareholders holding their
shares in uncertificated form in CREST will have their holdings automatically adjusted to reflect the new sub-divided
ordinary shares of 0.625p each.

Persons resident in the United Kingdom for tax purposes who hold their shares as investments and not as assets to
be realised in the course of trade will, for the purposes of the United Kingdom tax on chargeable gains, be treated as
not having disposed of their original holdings, and will be treated as having acquired their holdings of new ordinary
shares of 0.625p each for the same consideration and at the same time as their existing shares of 2.5p each.

IF YOU ARE IN ANY DOUBT AS TC YOUR TAX SITUATION COR [F YOU ARE SUBJECT TO TAX IN A
JURISDICTION OTHER THAN THE UNITED KINGDCOWM, IT 1S STRONGLY RECOMMENDED THAT YOU SHOULD
CONSULT YOUR OWN PROFESSIONAL ADVISER.

Subject, where required, to the approval of the Inland Revenue and confirmation from the Company’s auditors that the
adjustments are fair and reasonable, appropriate adjustments will be made in accordance with the rules of the Share
Plans, to the number of shares and to the subscription prices of the Company’s outstanding options and awards
under the Share Plans to take account of the sub-division of the Company’s share capital.

Following the determination by the directors of the date of the sub-division, the Company will provide all shareholders
with details of the date on which the sub-division will become effective and the date on which it is expected that the
new ordinary shares of 0.625p each will be admitted to the Official List of the London Exchange together with details
of the number of new ordinary shares of 0.625p each that will be in issue immediately following the sub-division of
the Company’s ordinary share capital.

The profits, net assets and dividends of the Company will not be affected by the re-organisation and the new ordinary
shares of 0.625p each will have the same rights and be subject to the same restrictions as the existing ordinary
shares of 2.5p each.

Changes to the Articles of Association (Resolution 15)

This is a special resolution to adopt New Articles of Association of the Company. It is proposed that new Articles
be adopted to reflect a number of changes that are desirable in light of the coming into force of the Companies
Act 1985 (Electronic Communications) Order 2000. It is proposed that technical changes o accommodate the
facilitation of Electronic Communications be made to Articles 1(J) (Uncertificated Shares), 3 (Definitions), 4 (Form
of Resolution), 50 (Length of Notice), 54 (Procedure if Quorum not Present), 70 (Voting on Behalf of Incapable
Member), 73 (Execution of Proxies), 74 (Delivery of Proxies), 88 (Vacation of Office by Directors), 89 (Alternate




proposed that Article 1(A) (Authorised Share Capital) be amended to reflect the Company’s current authorised
share capital and Article 1(B) (Convertible Preference Shares) be deleted (as the last of the remaining convertible
preference shares were converted to ordinary shares on 4th August 1998). These proposed changes simply update
the Articles to reflect previous changes to the Company’s share capital and do not, in and of themselves, amount to
a capital alteration.

It is further proposed that the Special Voting Rights Redeemable Share be eliminated. The current authorised share
capital of the Company includes one Special Voting Rights Redeemable Share of 10 pence. This share has never
been issued. It is now proposed that the Special Voting Rights Redeemable Share be subdivided into four Qrdinary
Shares of 2.5p each and that the Articles be amended to delete references to the Special Voting Rights Redeemable
Share. This proposed change will require that Article 1 (A) (Authorised Share Capital) be amended and Article 1(C)
(Special Voting Rights Redeemable Share) be deleted.

Some additional technical changes are also proposed of a more general nature principally to bring the Articles in line
with the Listing Rules 3 (Definitions) and 123 (Scrip Dividends). These affect Articles 3 (Definitions) and 123 (Scrip
Dividends). Finally, it is proposed that a typographical error in Article 99 (Registers) be corrected.

Because of the number of the changes, they have not been itemised separately in Resolution 15 but have instead
been incorporated into a revised draft of the Articles of Association, which it is proposed should replace the existing
Articles of Association.

If and when Resolution 15 is passed, the Company will consider the manner, timing and extent of implementing
electronic communications with shareholders, as permitted by the Companies Act 1985 (Electronic Communications)
Order 2000. That Order enables certain shareholder documents, which the Companies Act 1985 previously required
a company to transmit to its members in wiring, to be sent (where the shareholder concerned has expressly
agreed) to an electronic address nominated by the shareholder for that purpose. It also enables a Company to post
communications on its website where they will be accessible by shareholders and, subject to various safeguards,
receive proxies electronically. The procedures are not mandatory - they enable the Company and those of its
shareholders who wish to do so to communicate electronically only if both the Company and shareholder concerned
expressly agree. Members will not be obliged to receive electronic communications if they do not wish to do so.

Documents available for inspection

Copies of the proposed amended Articles of Association of the Company will be available for inspection at any
time during normal business hours on any weekday (Saturdays, Sundays and public holidays excepted) up to and
including 23 May 2002 at the Company'’s registered office, 15 Marylebone Road, London NW1 5JD and at the offices
of Slaughter and May, 1 Bunhill Row, London EC1Y 8YY and will also be available for inspection at The Capital Club,
15 Abchurch Lane, London EC4 7BB from 9.15 a.m. on 23 May 2002 until the conclusion of the Annual General
Meeting.

Recommendation

Your directors believe that the proposed resolutions are in the best interests of the Company and recommend you to
vote in favour of them as they themselves intend to do so in respect of their own beneficial shareholdings of 5,014,736
ordinary shares of 2.5p each (representing approximately 0.33% of the current issued ordinary share capital of the
Company).

Whether or not you are able to attend the Annual General Meeting you are requested to complete the form of proxy in
accordance with the instructions printed on it and return it to Lloyds TSB Registrars, The Causeway, Worthing, West
Sussex BN99 6ZL as soon as possible but, in any event, so as to be received not later than 2.30 a.m. on 21 May 2002.
The return of the completed form of proxy will not prevent shareholders from attending the Annual General Meeting
and voting in person, should they so wish.

Yours sincerely

[%

James C. Curvey
Chairman




15 Abchurch Lane, London EC4 7BB on 23 May 2002 at 09.30 a.m. for the following purposes:
To consider and, if thought fit, pass the following resolutions:-
Ordinary Business

1. To receive and consider the Directors’ Report and Financial Statements for the period ended 31 December 2001
and the Auditor’s Report thereon.

2. To re-appoint Mr. James Curvey as a Director.

3. To re-appoint Mr. Barry Bateman as a Director.

4. To re-appoint Mr. Paul Chisholm as a Director.

5. To re-appoint Dr. Robert Hawley as a Director.

6. To re-appoint Mr. Timothy Hilton as a Director.

7. To re-appoint Mr. H. F. van den Hoven as a Director.
8. To re-appoint Mr. Lawrence Ingeneri as a Director.
9. To re-appoint Mr. Peter Manning as a Director.

10. To re-appoint PricewaterhouseCoopers as Auditors of the Company, to hold office until the conclusion of the next
Annual General Meeting, and to authorise the Directors to determine their remuneration.

Special Business

11.  Ordinary Resolution - THAT the Board be and is hereby generally and unconditionally authorised in substitution for
all subsisting authorities, to exercise all powers of the Company to allot relevant securities (within the meaning of
Section 80 of the Companies Act 1985) up to an aggregate nominal amount of £ 14,189,975 PROVIDED THAT:

(@) this authority shall expire (unless previously renewed, varied or revoked by the Company in general meeting)
at the earlier of 15 months from the date of this resolution or at the conclusion of the Annual General Meeting
of the Company in 2003, save that the Company may, before such expiry, make an offer or agreement which
would or might require relevant securities to be allotted after such expiry and the Board may allot relevant
securities in pursuance of such an offer or agreement as if the authority conferred hereby had not expired;
and

(b)  this authority shall not be exercisable in respect of any relevant securities (other than in connection with the
allotment of relevant securities in relation to the Convertible Notes, the Warrants and the Share Plans) to the
extent that the aggregate nominal amount of the relevant securities issued pursuant to this authority (other -
than as aforesaid) would exceed one-third of the issued ordinary share capital of the Company at the date of
the passing of this resolution.

12. Special Resolution - THAT, subject to the passing of the previous resolution, the Board be and it is hereby empowered
pursuant to Section 95 of the Companies Act 1985 to allot equity securities (within the meaning of Section 94 of the
said Act) for cash pursuant to the authority conferred by the previous resolution as if sub-section (1) of Section 89 of
the said Act did not apply to any such allotment, PROVIDED THAT this power shall be limited to:

(a)  the allotment of equity securities in connection with a rights issue in favour of ordinary shareholders and in
favour of all holders of any other class of equity security in accordance with the rights attached to such class
where the equity securities respectively attributable to the interests of all such persons are proportionate (as
nearly as may be) to the respective numbers of equity securities held by them or are otherwise allotted in
accordance with the rights attaching to such equity securities (subject in either case to such exclusions or other
arrangements as the Board may deem necessary or expedient in relation to fractional entitlements or legal or
practical problems under the laws of, or the requirements of, any regulatory body or any stock exchange in any
territory or otherwise howsoever); and
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and shall expire (unless previously renewed, varied or revoked by the Company in general meeting) at the earlier
of 15 months from the date of this resolution or at the conclusion of the Annual General Meeting of the Company
in 2003, save that the Company may, before such expiry, make an offer or agreement which would or might require
equity securities to be allotted after such expiry and the Board may allot equity securities in pursuance of such an
offer or agreement as if the authority conferred hereby had not expired.

Special resolution - THAT the Company be and is hereby generally authorised for the purposes of Section 166 of the
Companies Act 1985 to make market purchases (within the meaning of Section 163(3) of the Companies Act 1985)
of its ordinary shares of 2.5p each upon and subject to the following conditions:

(a) the maximum aggregate number of ordinary shares which may be purchased is 150,000,000;

(b) ordinary shares may not be purchased at a price which is more than 5 per cent. above the average of the
middle market quotations for the ordinary shares as taken from the London Stock Exchange Daily Official List
for the five business days preceding the date of purchase or at a price which is less than 2.5p per ordinary
share; and

the authority to purchase conferred by this resolution shall expire at the earlier of 15 months from the date of this
resolution or at the conclusion of the Annual General Meeting of the Company in 2003, save that the Company may
before such expiry enter into a contract of purchase under which such purchase may be completed or executed
wholly or partly after the expiration of this authority.

Ordinary Resolution - THAT in accordance with the Company’s Articles of Association and in particular Article 44

a) each of the Ordinary Shares of the Company, (both issued and unissued) be sub-divided into four shares of
0.625p nominal value each, which sub-division shall take place on a date to be decided by the Directors of the
Company; and

b) that the Directors be and are hereby generally authorised in their absolute discretion, to do all such acts or
things as may be necessary to implement such sub-division,

PROVIDED THAT, if such sub-division has not taken place by the conclusion of the Annual General Meeting of the
Company in 2003, this resolution shall lapse and the authority granted to the directors pursuant to this resolution shall
expire.

Special Resolution - THAT

a) the Special Voting Rights Redeemable Share of 10 pence in the capital of the Company be sub-divided and
re-designated as four Ordinary Shares of 2.5p each; and

b) the Articles of Association, in the form now produced to the meeting and signed by the Chairman for the
purposes of identification are hereby adopted as the Articles of Association of the Company in substitution for
the existing Articles of Association.

By order of the Board
Mark A. Jenkins
Secretary

15 Marylebone Road
London,

NwW1 5JD

12 April 2002

Notes:

(1

2

@)

To have the right to attend and vote at the meeting (and also for the purpose of caiculating how many votes a person can cast), a person must
have his/her name entered on the register of members by no later than 6.00 p.m. on 21 May 2002. Changes to the register after this time shall be
disregarded in determining the rights of any person to attend or vote at the meeting.

Any member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll, to vote instead of him. A proxy
need not be a member of the Company.

A form of proxy is enclosed. To be effective, a duly executed form of proxy for use at the meeting, together with the power of attorney or other
authority (if any), under which it is signed, or a notarially certified copy of such power or authority, must be deposited at the Company’s registrars,
Lioyds TSB Registrars, The Causeway, West Sussex BN99 6ZL by 9.30 a.m. on 21 May 2002. The completion and return of the proxy will not
preclude a member from attending the meeting and voting in person.
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The Capital Club, 15 Abchurch Lane, London EC4 7BB at 9.30 am on 23 May 2002

I/'We
(FULL NAME(S) IN BLOCK CAPITALS)

of
(ADDRESS iN BLOCK CAPITALS)

being (a) member(s) of COLT Telecom Group plc, hereby appoint the Chairman of the Meeting (See Note 1 below)

(NAME AND ADDRESS OF PROXY IN BLOCK CAPITALS)

as my/our proxy to attend, and on a poll, vote for me/us and on my/our behalf at the Annual General Meeting of the
Company to be held on 23 May 2002 at 9.30a.m. and at any adjournment thereof. 1/We wish my/our proxy to vote as
indicated below in respect of the resolutions to be proposed at the meeting. Please indicate which way you wish your
proxy to vote by ticking the appropriate box alongside each resolution. (See Note 2 below).

Resolutions For Against

—~A

Adoption of Report and Financial Statements

Re-appointment of J. C. Curvey

Re-appointment of B. R. J. Bateman

Re-appointment of PW Chisholm

Re-appointment of R. Hawley CBE

Re-appointment of T.T. Hilton

Re-appointment of H.F. van den Hoven KBE

Re-appointment of L. M. Ingeneri

Ol | N || E WD

Re-appointment of P. D. Manning

—
©

Re-appointment of Auditors

11.  Ordinary resolution to authorise the directors to allot shares

12. Special resolution to disapply statutory pre-emption rights

13. Special resolution to authorise the purchase of own shares

14. Ordinary Resolution to approve the re-organisation of the Share Capital

15. Special Resolution to adopt new Articles of Association

Signature (See Note 3 below) Date 2002.

Notes:

1. If you wish to appoint as your proxy someone other than the Chairman of the Meeting, cross out the words “the Chairman of the Meeting” and write on the dotted line the
fult name and address of your proxy. The change should be initialled.

2. Inthe absence of instructions, the person appointed proxy may vote or abstain from voting as he or she thinks fit on the specified resolutions and, unless instructed
otherwise, the person appointed proxy may also vote or abstain from voting as he or she thinks fit on any other business (including amendments to resolutions) which
may properly come before the meeting.

3. This form must be signed and dated by the shareholder or his/her attorney duly authorised in writing. If the shareholder is a company, it may execute its common seal,
by the signature of a director and its secretary or two directors or other authorised signatories in the name of the company or by the signature of a duly authorised
officer or attorney. In the case of joint holdings, any one holder may sign this form. The vote of the senior joint holder who tenders a vote, whether in person or by
proxy, will be accepted to the exclusion of the votes of the other joint holders and for this purpose seniority will be determined by the order in which the names stand
in the register of members in respect of the joint holding.

4. To be effective, this form must be completed and lodged with the Company's registrar, Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BN99 6ZL,
together with the power of attorney or other authority (if any) under which it is signed or a copy of such authority certified notariaily, by no later than 9.30 a.m.
on 21 May 2002.

5. The completion and return of this form of proxy will not preclude a member from attending the meeting and voting in person.

Moisten, fold and stick




BUSINESS REPLY SERVICE
Licence No. SEA10846

Lloyds TSB Registrars
The Causeway
Worthing

West Sussex

BNS9 6ZL
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Turnover up 41% to £3901.9 million*®
EBITDA up three-fold to £24.6 million*
£494 million of new capital raised

City network and Internet Solution

Centre pregramme completed

13,000 route kilometres of

long-distance network in place

Buildings connected
up 35% to 7,843

Switched Minutes carried
up 28% to 20.2 billion

Private Wire (VGEs) connected
up 80% to 15.3 million

Racks installed up 95% to 2,212

Continuous expansion

of product portfolio

*Turnover and EBITDA are before exceptional items.
Turnover and EBITDA including infrastructure sales
were £905.7 million and £26.1 million respectively.




It's no secret that 2001 was a very, very tough year for the telecommunications
industry. Nonetheless, | am proud to report that in this difficult time, COLT has

not only positioned itself well for 2002 and beyond, we've alsc managed to grow.

Turnover in 2001,

excluding infrastructure
sales, increased by 41
percent to £901.9 million,
and EBITDA (before
exceptional items) increased
more than threefold to

£24.6 million, reflecting

improved demand for our

“COLT is financially strong, well positioned
and prepared to
move aggressively forward.”

services from existing
customers, success

in winning new
customers in existing
markets and expansion
into new markets.
Turnover and EBITDA
including infrastructure
sales were

£905.7 million and
£26.1 million respectively.

COLT is positioned
today to provide
telecommunications
solutions to our
customers, not just

network services.

We've spent the past

several years building
the network; now we




intend to exploit what we've created. And,

we are better equipped than our competitors to
accomplish this. We have the network technology,
the financial strength and the staff to not only
acquire new customers, but also to provide

more and better services across Europe and

around the world to our current customers.

During 2001, about half of our growth was
achieved through existing customers buying
more of our products and services. This
obviously reflects on COLT’s reputation for
reliability and high level of customer service.

Of course, we haven't been immune to a
slowing economy and slower growth in
telecommunications demand. In 2001 we
had to act to improve efficiency in several
ways, including the unhappy experience of
planning réductions in our staffing level.
Our President and Chief Executive Officer,
Peter Manning, provides further detail in his
review, but let me say that the success of
COLT has been and will be the collective

we make business i

result of the work of each and every employee.
For these efforts, | am grateful. Without question,
we have the most experienced and dedicated

employees in this business.

To COLT's customers, | say thank you for your
continued support. | assure you that the customer
focus and innovation that have made COLT
successful will continue.

To our shareholders and bondholders, | say
thank you for helping to build COLT into one of
Europe’s most successful telecommunications
companies. Cash reserves are an important
competitive advantage, particularly in today's
economic environment. With your help, we
completed 2001 with cash and liquid resources
of £1.3 billion, having successfully raised

£494 million of new capital during the year.

Yes, 2001 was a challenging year. And, yes,
COLT met that challenge. Today, COLT is
financially strong, well positioned and prepared
to move aggressively forward.
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COLT continued to grow and expand throughout 2001. Underpinning our
improved financial performance was our success in winning new customers

and growing our sales with existing customers.

This is reflected in the
fact that we added 2,038
new customer buildings
to our networks during the
year, bringing the total

to 7,843. We carried

20.2 billion switched
minutes over our
networks compared with
15.8 bitlion in 2000.
Demand for high bandwidth
services remained strong
with private wire voice
grade equivalents growing
by 80 percent to

15.3 million. As well as the
overall improvement in
business volume, we
were pleased to see a
continued improvement

in the pricing environment
throughout the year.

We commenced business

in two new countries

and five new cities and

now operate in 13 countries
and 32 cities. We now have
over 13,000 route kilometres
of our long distance network
in operation inter-linking

“2001 has been the year that
sorted the winners from the
losers. COLT is a winner.”

we make busines:




not only our major network cities but also a further

13 cities where we have established points-of-presence
as well as our Internet Solution Centres (ISC). We

also have complemented our fibre-optic networks

with Digital Subscriber Line technology in nine
countries. We acquired Fitec, a company with

expertise in professional services,
and are building our reputation in
providing a wider range of advanced
services. In short, we have effectively
completed the infrastructure build
phase of our business plan.

Our accomplishments were
achieved in the context of a
market that has changed
enormously over the past year.
Throughout Europe, we have

our assets with the realities of the market place. We
also expect to achieve our objectives with reduced levels
of capital expenditure.

Having effectively completed the infrastructure build
phase of our business plan during 2001, our focus

has now shifted to developing and
deploying a full product range to

our customers in a high quality

and cost-effective way. Key to our
future success is growth from the right
mix of profitable products and services.
We must add value at the lowest cost
to enable us to maximise the return on

the investment made in our infrastructure.

This natural evolution of our strategy

means giving even greater emphasis

seen economic conditions
deteriorate and some of our
customers, suppliers and
competitors have withdrawn from
the market or consolidated their
activities. COLT has not been
immune to these changes.

The challenge for all telecom

companies today is how to

to sales and services and not only
maintaining our reputation for excellent
customer service but enhancing it
even further. It also means that an
even greater proportion of our capital
investment will be directly related to
winning new customers and selling

more to existing customers.

In everything we do, quality must be

Jiirgen Mellinghoff, Senior Legal Counsel and

achieve maximum return on
assets. Therefore, we have
undertaken a major

organisational review with the
objective of enhancing our
operational effectiveness and
providing the opportunity to grow
the business at lower cost. As a
result, we have implemented a new
organisation structure consisting of

|
|
|
|
)
L

three geographic regions (North,

Helena Dokter, Marketing Specialist, Germany

foremost - the quality of our customers
and the service we provide them, the
quality of our assets, the quality of

our people, and the quality of our

finances. A strong balance sheet

and a fully funded business plan
are critical to success in today's
market and economic environment.

The year 2001 was a tough year for
many of us, a watershed year in many

South and Central) and two
pan-European businesses,
European Network Services and eBusiness. The
findings of this review also indicate that we can achieve
our objectives with fewer staff. We are, therefore,
implementing a programme whereby we will reduce staff
levels by approximately 500 throughout 2002. At the
same time, we have taken action to align the value of

Giufio Turcato, IT & Purchasing Manager, ltaly

ways that has sorted the winners from
the losers. Our reputation for quality,
our strong financial position and our ability to provide
end-to-end telecommunications service across Europe
over a single network are what separate COLT from

the crowd and make us a winrier. We look forward

to continuing to demonstrate our winning formula

during 2002 and beyond.




Straight.forward

@u What differentiates COLT from its competition?

An A combination of things. There is the breadth
and depth of our networks across Europe enabling
end-to-end service for our customers over a single
integrated network. There is our reputation for
excellent customer service, further recognised in
2001 with even more awards for excellent customer
service. There is our track record for successfully
executing our business plan and there is our strong
financial position.

@u What have been the big changes at COLT
over the past year?

A\. COLT has had a winning formula since day one.
Our strategy of providing communication solutions
over our own networks to business and governmental
customers in Europe remains the same. Our core
values of first class quality and excellent customer
service also remain the same. That does not mean

to say that COLT is a static organisation - far from it

- but change is more evolutionary than revolutionary.
If you went back two years or more it would have
been fair to describe COLT as a collection of European
metropolitan area networks all built to the same
specification and standards. With the implementation
of our inter-city network, Internet Solution Centres
and the expansion of our product range, today, COLT
is an integrated pan-European operator providing an
expanded range of products, services and solutions

both locally and on an end-to-end basis across Europe.

Peter Manning and Larry Ingeneri answer your questions.

u What do you expect to see changing over
the coming year?

Au The best way to think about it is like this - to all
intents and purposes our infrastructure build is behind
us. We have 32 city-networks operational and our
Internet Solution Centres are in place. We are putting the
finishing touches to our long distance network and we
continue to roll out our DSL capability. As we go forward,
a growing proportion of our capital expenditure will be
success driven as we give even greater emphasis to
filling more and more of our infrastructure with higher
margin services. A consequence of this natural evolution
of our strategy, as well as slower economic growth
generally, is that we can achieve more with fewer people
and plan to reduce our employee numbers by about 500.

@u What is success driven capital expenditure?

An Success driven capital expenditure is a term
used to describe that portion of capital expenditure
that is directly related to winning new customers or
generating new revenues. A good example would be
the expenditure required in connecting a new customer
building to our network or the cost of adding new racks
in our Internet Solution Centres to expand capacity to
meet increased demand.

It is worthwhile noting how the proportion of success
driven capital expenditure is expected to change over
the next few years. In 2001 a very high proportion

of our capital expenditure, 55%, was invested in




compieting our infrastructure pula or 22 CIty-networks,
our inter-city network and Internet Solution Centres
with the remaining 45% being success driven. With the
bulk of the infrastructure investment behind us we expect
the proportion of success driven capital expenditure to
increase to about 65% in 2002 and about 85% in 2003.

@u What part do acquisitions play in your
growth and development?

A, COLT’s success has been built primarily

on organic growth. We have made a few small
acquisitions and those have been mainly to build
up our product and service skill-set in the area of
managed and professional services. For example
we recently acquired Fitec, a French value added
services integrator. Fitec provides us with additional
expertise in the areas of security services and
customer relationship management systems in
particular. We also purchased assets from Adero to
accelerate our move into content distribution services.

u What effect has the slowing economy had
on your performance?

An We have not been immune to the effects of
slower economic growth and clearly our growth rate
would have been higher if economic growth had been
stronger. Against this background we have taken action
to align our asset values with the reality of the market.
Accordingly, we have written down the book value

of certain assets and taken exceptional provisions
resulting in a total operating exceptional charge of
£175.6 million. Nevertheless, we grew revenues by
41% to £901.9 million and increased EBITDA more
than three-fold, excluding infrastructure sales and
exceptional items. We increased the number of buildings
connected to our network by 35% to 7,843. Switched
Minutes carried over our networks increased by 28%
to 20.2 billion. Private Wire VGEs increased by 80% to
15.3 million and racks in service in our Internet Solution
Centres increased from 1,137 to 2,212. Against the
background of a weak economy these are growth
rates that many other companies only dream about.

n Your share price has been very weak over
the past year. What steps are you taking to fix it?

A= Different industries go in and out of fashion as far
as the market is concerned. 2001 was a year when

we make business

ne telecom seclior was very muchn out or tashion so
despite our success over the past year we were caught
up in the overall negative sentiment to this sector. More
specifically, companies that were not fully funded were
being penalised unduly. We successfully addressed
that issue by raising new capital. It is the market that
determines the valuation of COLT and in doing so

it takes into account many factors as well as the
performance of the company itself. It is management’s
role to develop strategy, implement the business plan
and produce a satisfactory financial performance.We are
confident about the long-term outlook for COLT. As
long as we keep producing the resuits then over time
those results will be reflected in the share price.

@u Why did your major shareholder Fidelity decide
to increase its holding in COLT?

An Fidelity believes COLT is a great company

with a great future. Not only did Fidelity agree to take
up its own proportionate share of the most recent
equity capital raising it also agreed to take up any
shares not purchased by other shareholders. At the
same time it was willing to commit additional capital to
take its shareholding up to its current level of 54%.

@= Why did you repurchase a number of your bonds?
Do you have any plans for further bond repurchases?

An The market was valuing our bonds at a significant
discount to their intrinsic value and we viewed a
buyback as excellent value for money and in the best
interests of our shareholders. These purchases reduce
our interest costs by £6 million per year and reduce
our debt by £143 million at a cost of only £85 million.
We have undertaken further buybacks since the end

of the year. We will continue to review any options

that serve the best interests of the company and

its shareholders.

:. When do you expect to become profitable
and what is your dividend policy?

A, coLTis already EBITDA positive, and we are
confident about our ability to become profit positive
over time but it is our policy not to publish profit
forecasts. Given our very high growth rate and the
capital investment needed to support it, all cash
generated will be reinvested for the foreseeable future.
We have no plans to pay dividends to our shareholders.
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CITY NETWORK LAUNCH DATE
London 10/93
Frankfurt 03/96
Paris 06/97
Munich 09/97
Hamburg 10/97
Berlin 12187
Zurich 06/98
Amsterdam 07/88
Brussels 07/98
Dusseldorf 09/98
Madrid 09/98
Milan 12/98
Stuttgart 03/89
Geneva 05/99
Barcelona 06/99
Cologne 06/99
Lyon 06/99
Vienna 06/99
Rotterdam 12/99
Marseilles 12/99
Turin 03/00
Hanover 05/00
Antwerp 09/00
Rome 09/00
Stockholm 10/00
Birmingham 12/00
Dublin 12/00
Copenhagen 09/01
The Hague 09/01
Lisbon 11/01
Valencia 11/01
Manchester 12/01
INTERNET SOLUTION CENTRES LAUNCH DATE
Amsterdam 12/99
Frankfurt 12/99
Paris 12/99
London 12/99
Madrid 06/00
Milan 06/00
Berlin 098/00
Barcelona 03/01
Turin 09/01
London 2 10/01
Paris 2 12/01
(O Metropolitan Area Network (MAN)

@ Other network city
<> MAN with Internet Solution Centre
= Operational network end-to-end managed by COLT
Network connections between citles ara logical paths and may not reflect actual routas.
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Our customers rely on COLT to assist them in mesting their own business
objectives - everything from expanding their channels to market to improving

their internal productivity and processes, reducing costs and supporting their

competitive position in their own markets.

beyond our 32 city-networks.
Through a series of breakout
points on our long distance
network we have extended
our fibre-optic access to
points-of-presence in the
business districts of a

further 13 cities.

Our ultra-modern
infrastructure is designed

to meet the communications
needs of business customers
and ensure the highest
degree of reliability and
security. It enables

us to deliver a growing
portfolio of services.
Everything from switched

voice, data and Internet

services through high
bandwidth Private

Technician Jerome Guillon working on customer premises in Paris

To meet our customers’ needs we have created an Wires, Frame Relay and ATM right up to advanced
unrivalled end-to-end network across Europe - from managed and professional services including P

first mile to last mile - including our Internet Solution Virtual Private Networks, web hosting, security,
Centres, built, owned and operated by COLT. storage and integrated e-business solutions. We also

provide a range of services to other telecommunications
With 32 city-networks in 13 countries and our companies as well as off-net services to those
Internet Solution Centres inter-linked with our customers outside our network footprint.
long distance network we take our networks straight
into the offices and data centres of our customers.

A sign of our continuing success in 2001 was the Connected directly to the COLT
connection of a further 2,038 customer buildings | EuroLAN, our Metropolitan Area
to our network bringing the total to 7,843. We have | Network (MAN) not only runs under
also brought the benefits of our services to customers the streets, but also under the river.

we make business §




Staff in the call centre don't know s
that they now use the most advanced ..
1P technology to route calls over the o
COLT Internet backbone - just that

they don’t suffer from poor quality

calls or lost connections anymore.

Staff in the head office don't know

that their extranet is 2 COLT IP VPN,

all they know is that it is fast, reliable
and secure enough to send sensitive
data to their London, Copenhagen,
Hamburg, Marseilles and Madrid offices.

The marketing team don’t know that our MAN
links the company's offices to the COLT Internet
Solutions Centre, or that it hosts their web sites

and stores data for their e-marketing campaigns.
They just benefit from the results.

“COLT shone in customer care, showing
outstanding customer retention.”

World Communications Awards judges

La Defense, Paris.
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We are complementing our local
fibre-optic access technology
with Digital Subscriber Line
technology (DSL) and now
have DSL access available in
nine countries. This enables

us to expand our addressable
market to the branch offices

of our corporate customers

and smaller and medium sized
companies which today might
not have the volume of business
to justify fibre-optic access or
who may be outside our local
network footprint. As those
customers grow, DSL offers a
migration path to fibre.

We focus our services on the
major financial and commercial
centres of Europe. Our
customers are primarily large
and medium sized businesses
and local and national
government depariments.
They cover a very wide range
of industrial and service sectors.
Many of our customers use our
services in more than one city

or in more than one country.

During 2001 we continued to

Oliver Bolz, Supervisor in the Frankfurt 1SC

expand our service range. We
introduced our EuroWavelength service enabling data
transmission speeds up to 10 Gigabits per second.
EuroWavelength gives our customers the flexibility to
tailor their transmission requirements to best meet their

In the last four years customers across Europe have ranked

us number one for customer care in 28 industry award schemes.

own needs. It is available to more buildings and more

cities across Europe than any competitive offering.

Our first major customer for EuroWavelength was
DANTE, which operates an extensive and high-powered
Research Internet connecting university research
networks in 25 countries. This significant muiti-year,
multi-million pound contract win demonstrates what

can be achieved when you own and operate your own
end-to-end network across Europe.

“COLT's robust and proven network, geographic

coverage and cost effective solutions have
enabled it to play a key role in delivering what
must be the most powerful 10 Gigabit research
network in the world.”

Dai Davis, General Manager, DANTE

With security and service reliability at the top of

our customers’ agenda we extended our range of
managed security products with the launch of our
IinterSecure IP-VPN service, a new high security
network offering, enabling customers to benefit from
state-of-the-art security protocols, data authentication
and end-to-end encryption technology. This service has
been awarded the coveted Cisco Powered Network
designation and is backed by one of the industry’s

most comprehensive service level agreements.

We also took steps to enhance our content distribution
capability through the purchase of a technology platform
and associated assets from Adero with whom we had a
long-standing vendor relationship. The purchase of these
key assets, staff and technology has enabled COLT to
accelerate the development and implementation of

|

|
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“A top priority for us was to find a service provider
that could help us grow the current business and
provide a scalable system - particularly upgrades
and capacity increases when necessary - and we
feft COLT was the perfect fit.”

Neil Beighton, Chief Technology Officer, lastminute.com

Imma Quero, Customer Care Advisor, italy

im Auslrta Spain i COLT rames “Talee 6f e Year” i Garmamny
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Our aim is o make life for our customers as straightforward as possible.

We offer very large customers with multiple service

needs operating in multiple countries a European

Master Services Agreement whereby services are

still provided locally but with the high level customer

relationship managed centrally. It provides efficiencies

Karlheinz Popp, ISC Engineer maintaining the
emergency generators in the Frankfurt ISC

Maj-Britt Birk, HR Manager, and Stefan Andersen,
Operations Supervisor, Denmark

for COLT and convenience for
customers with a single point of
contact when they are ordering

multi-country services.

Quality, reliability and security
at competitive prices, these are
the reasons why we continue to
win new customers. It is also
why long-standing customers
such as Bloomberg, Deutsche
Bank, Reuters and Siemens, to
mention only a few, continue

to expand their business
relationships with us. These
customers know the value

of first class communication
services in achieving their

own business objectives. They
are sophisticated consumers
of very high bandwidth services
and year in and year out

they turn to COLT to assist in
extending and upgrading their
communications requirements.
For example, everything from
the provision of additional
Gigabit Ethernet services

to Bloomberg to support its
news and financial information
distribution service through

to extending our relationship
with Deutsche Bank by
providing retail customer
enquiry numbers in Germany.

We are also enabling our customers to reduce their
operating costs. Regus, the world’s leading provider

of serviced office accommodation is outsourcing the
management of its global data centre, local and

wide area networks, hardware infrastructure, operating
systems, help desk and engineering support, business
continuity and e-business applications to COLT and
other information technology providers. In doing so it
estimates it will reduce its IT costs by 40%. We are
providing Regus with a range of voice, Internet and
hosting services in multiple locations across Europe.

Our success in winning this multi-million pound contract

“This is a great deal for Regus and a great

deal for our customers. The outsourcing deal
means that we double our service levels,
while reducing costs by almost 40%. We also
gain a technology platform through which a
broad range of new products and services
will be delivered to Regus customers.”

Mark Dixon, CEO, Regus

reflects COLT's capability as a pan-European total
solutions provider for high-grade telecommunications
and IT outsourcing.

While it is important to be able to win new business
on a pan-European scale we never lose sight of
our roots as a local network services provider. It

is this strength in depth which enabled us to win
the multi-million pound contract with Transport

for London to provide the services which will

be instrumental in making the proposed traffic
congestion charging scheme a reality.

A major new customer for our hosting services is
lastminute.com who turned to COLT to build an

advanced hosting and network management

COLT namee Beek eenperia carier i Swilasriane
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“Our previous supplier had gone bankrupt.
We needed to replace them urgently. COLT
was the only company that could meet our

needs in very tight time-scales.”

Manfred Schutz, Managing Director, SPV
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We treat our customers as we ourselves want to be treated as customers.

While COLT is probably best known for the services
it provides to the financial services industry we

are increasing our business in the governmental
sector - from the Federal Bureau for Foreign Affairs
in Berlin to the French Prime Minister’s office in Paris

to the European Parliament in Brussels - and most

recently, the Transport for London project in the UK. In

the education sector our customers include universities

l.“
.
v

in Munich, Turin and Vienna. We continue to win
business in air transport services with important
customers like Birmingham International Airport in

the UK as well as Brussels, Frankfurt, Geneva and
Marseilles airports. We have airlines such as Crossair
in Switzerland, DAT in Belgium and South African
Airways as customers. In the media sector one of our
biggest customers is TF1, the leading French television
company for whom we provide a range of advanced

communication and managed hosting services.

“We have worked hand-in-hand with

COLT from the beginning. They continuously
fulfil our need for high availability equipment
and personal customer care.”

At COLT we do not pretend to be all things to all people.

Our focus is to provide the highest quality of service

possible to businesses and government organisations
in Europe. We treat our customers the way we ourselves
want to be treated as a customer. Whether our customers
are media companies in Paris or Rome, fashion houses

in Milan, banks in Zurich, insurance companies in
Frankfurt and London, technology companies in
Stockholm and Barcelona, or government organisations
in Brussels and Geneva, we have the product portfolio,
professional expertise and end-to-end pan-European
connectivity necessary to assist them in achieving their
business objectives. It is as straightforward as that!
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(left) lan Hinchliffe, Acting MD UK, (centre} Jan Morris, Group HR Director, (right) Hugh Wilson, MD Group Services

(left) Steve Robertson, MD COLT European Jan Morris, Group HR Director Cilaude Olier, MD eBusiness
Network Services, (right) Larry Ingeneri, CFO
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Jonathan Watts, (left) Horst Enzelmiiiler, MD Central Region
(right} Lakh Jemmett, MD Southern Region

(left) Pierre-Alain Graf, Nordic Regional Director,
(right) Peter Manning, President & CEO Organisation Transition Director
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The year 2001 validated the business and financial strategies that are the
foundation of COLT'’s success. [n a challenging economic environment, we
again achieved record growth across our business by delivering high quality
telecommunications services to our corporate and government customers

over a unigue pan-European, end-to-end network infrastructure complemented

by Internet Solution Centres and DSL.

At the same time, a conservative
financial structure underpinned by
significant cash balances, relatively
low cost debt and strong shareholder
support have shielded COLT from
the financial pressures which have
forced a number of our competitors
to restructure and in some extreme
examples to shut down.

Turnover, excluding sales of
infrastructure and exceptional items,
of £901.9 million in 2001 increased

by 41% compared to last year, driven
by record growth in buildings, switched
minutes, voice grade equivalents and
racks. Pre-depreciation gross profit,
excluding sales of infrastructure and
exceptional items, increased by 38%
in spite of the loss of high margin
bandwidth revenue from carriers
exiting the market or rationalising their
networks. While these bandwidth losses
masked improvements in operating
efficiencies at the gross profit level,

back-office scale efficiencies drove

significant improvement in selling,
general and administrative (SG&A)

“A strong balance sheet has always been a significant

element of the Company’s strategy and in today’s

turbulent financial markets this strategy is fundamental.”




expenses as a percent of turnover which dropped from
28.4% in 2000 to 26.3% in 2001. As a result, year 2001
EBITDA of £24.6 million, excluding infrastructure sales and
exceptional items, was over three times the level of 2000.

Capital expenditures on network,

COLT raised nearly £500 million in new funding through
an offering of ordinary shares and the proceeds of share
option exercises. As a result, at 31 December 2001, COLT
had balances of cash and liquid resources totalling over
£1.3 billion. COLT also took advantage of the volatile
financial markets in 2001 to purchase

services and systems infrastructure
totalled £804.3 million in 2001.
Importantly, this investment
represents a major milestone for
COLT, effectively completing the
infrastructure build phase of the
business plan. With this phase
complete, future capital investment
will not only more closely mirror
revenue growth but is expected to

£143.4 million in notes for £84.6 million.
We will continue to monitor the trading
levels of our notes and may take
advantage of other such opportunities
to enhance shareholder value if they

present themselves.

Profitability in an infrastructure based
business requires scale to achieve and

achieving scale requires time. ltis still

Lise Metz, Customer Care

decline in both absolute terms and Co-ordinator, Denmark

as a percent of revenue growth.

Reflecting the current economic
environment it is prudent to ensure
that COLT's asset base remains
aligned with the realities of the market.
Accordingly, we have written down
the book value of certain assets,
including Internet Solution Centre
capacity, equipment and electronics,
ducts on the German section of our
inter-city network, selected IT software
systems developments and leasehold
improvements in excess leased
space. We have also taken provisions
against future rents, services and
reinstatement costs in the Internet
Solution Centres and excess leased

space. These actions have resulted

a long road but we believe COLT is well
positioned with the assets, products and

financial resources to achieve this scale.

REVIEW OF OPERATIONS 2001
COMPARED TO 2000

Turnover

Turnover, excluding infrastructure sales,
increased from £640.8 million in 2000 to
£901.9 million in 2001, an increase of
£261.1 million or 41%. Turnover including
infrastructure sales in 2000 and 2001
was £687.0 million and £905.7 million,
respectively. In 2001, 72% of turnover
excluding infrastructure sales, was
generated outside the UK compared
with 65% during 2000. increased

turnover was driven by continued

demand for COLT’s services from
existing and new customers, new service

in an aggregate exceptional charge

introductions and the expansion of

Lorenzo Colombo, Field Service Engineer, Italy

in our 2001 results of £175.6 million.

COLT has also commenced an organisational review
of current staffing to improve operational effectiveness.
In line with this review, we expect to reduce

current staff levels by approximately 500 during

2002 and will be taking a provision in our first

quarter 2002 results for the costs of this programme.

A strong balance sheet has always been a significant
element of the Company's strategy and in today’s turbulent
financial markets this strategy is fundamental. In 2001

COLT's addressable market. However,
the rate of growth has been affected by the slowdown
in economic growth across Europe generally and reduced
demand in the wholesale bandwidth market.

Turnover from switched services increased from

£405.3 million in 2000 to £532.6 million in 2001. Growth

in switched revenue reflects an increase in the number of .
markets in which COLT provided switched services and
growth in switched minutes from 15.8 billion in 2000

to 20.2 billion in 2001. Average switched revenue per

we make business | sl iR
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primarily as a result of changes in mix somewhat offset by
price declines. Carrier revenues represented 36% of total
switched revenue in 2001 compared with 37% in 2000.

Turnover from non-switched and other services,
excluding infrastructure sales, increased from

£235.5 million in 2000 to £369.2 million in 2001. Growth
in non-switched and other revenue reflects continuing
growth in demand for local, national and international
bandwidth from both corporate and wholesale customers,
partially offset by circuit cancellations from selected
carriers exiting the market or rationalising their networks.
Increased turnover also reflects growth in Internet related
services including hosting, the introduction of new
services including IP-VPN, expansion into new markets
and the inclusion of Fitec results following its acquisition
in July 2001. At 31 December 2001 COLT had over

15 million private wire voice grade equivalents in service,
an increase of 80% compared to 31 December 2000
and 2,212 racks installed, an increase of 95% compared
to 31 December 2000. Turnover from non-switched

and other services, excluding infrastructure sales,
represented 41% of total turnover in 2001 compared
with 37% in 2000. Including infrastructure sales, turnover
from non-switched and other services increased from
£281.7 million in 2000 to £373.0 million in 2001.

Cost of Sales

Cost of sales, before exceptional items and excluding
costs associated with infrastructure sales, increased
from £539.7 million in 2000 to £803.5 million in 2001,
an increase of £263.8 million or 49%.
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items and excluding costs associated with infrastructure
sales, increased from £451.0 million in 2000 to

£640.1 million in 2001. The increase was primarily
attributable to interconnection payments associated with
the 28% increase in switched minutes in the year, as
well as additional network operating costs related to
growth achieved in the 27 city-networks and 10 Internet
Solution Centres (ISC) in service at 31 December 2000
and the new networks and ISCs brought into service
during 2001. In addition, operating costs attributable to
the expansion of COLT’s inter-city network contributed to

the increases in interconnection and network costs.

Network depreciation, before exceptional items,
increased from £88.7 million in 2000 to £163.4 million in
2001. The increase was attributable to further investment
in fixed assets to support the growth in demand for
services, new service developments in existing markets,
including hosting services, expansion of the inter-city
network and entry into new markets.

In 2001 an impairment charge of £73.4 million was
recognised relating to the closing or ‘mothballing’ of
Internet Solution Centre capacity and writing down
certain equipment and electronics. Additional charges
of £28.8 million and £33.6 million were also recognised
relating to the write down of ducts on the German
section of our inter-city network allocated for sale to
other carriers (“Inventory held for future sale” on the
Balance Sheet) and provisions against future rents,
services and reinstatement costs in the Internet

Solution Centres, respectively.
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Operating Expenses

Operating expenses, before exceptional items,
increased from £205.0 million in 2000 to £284.1 million
in 2001, an increase of £79.1 million or 39%.

Selling, general and administrative expenses (SG&A),
before exceptional items, increased from £181.7 million
in 2000 to £237.1 million in 2001. The increase

was primarily due to increased personnel, office

space, marketing and information technology expenses
associated with the expansion of COLT's customer
base, new services development and expansion into
new markets. SG&A as a proportion of turnover
improved from 28.4% in 2000 to 26.3% in 2001.

Other depreciation and amortisation, before exceptional
items, increased from £23.3 million in 2000 to

£47.0 million in 2001. The increase was due mainly

to depreciation on increased investment in information
technology, customer service and support systems

and office equipment in existing and new markets.

In 2001 an impairment charge of £12.0 million was
recognised relating to the write down in net book
value of leasehold improvements in excess leased
space and selected IT software developments. An
additional charge of £27.9 million was also recognised
relating to reserves against future rents, services

and reinstatement costs in the excess leased space.

Interest receivable, interest
payable and similar charges
Interest receivable decreased from £80.5 million in

2000 to £60.7 million in 2001 due to decreased
average balances of cash and investments in liquid

resources and lower rates of return.

Interest payable and similar charges were £104.8 million
in 2000 compared with £112.0 million in 2001. The
increase was due primarily to increased average debt
levels reflecting the issuance of senjor notes in April
2000 partially offset by the purchase and cancellation

of approximately £143 million of the Company’s
outstanding notes during the third quarter of 2001.

Interest payable and similar charges in 2001 included:
£43.3 million of interest and accretion on convertible
debt; £67.7 million of interest and accretion on
non-convertible debt and £1.0 million of interest

and bank commitment fees.

Amounts written off investment in own shares
In 2001 COLT recognised a charge of £2.8 million
relating to the revaluation of shares held in a trust

for certain compensations plans.

Gain on purchase of debt

COLT recorded a gain of £58.8 million as a result
of the purchase of a number of its notes by COLT
Telecom Finance Limited during the third quarter

of 2001. These notes have been cancelled.

Exchange gain {loss)
In 2001, COLT had exchange losses of £5.2 million,
compared with losses of £7.7 million in 2000. These

losses were due primarily to movements in the British
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balances denominated in U.S. dollars.

Taxation

For the 12 months ended 31 December 2000 and

31 December 2001, COLT generated losses on ordinary
activities (excluding gain on purchase of debt) and
therefore did not incur a tax obligation.

The taxable profit earned by COLT Telecom Finance
Limited following the purchase of debt, which is not
expected to be material, will be absorbed by tax losses
and therefore did not give rise to a tax obligation.

REVIEW OF OPERATIONS 2000

COMPARED TO 1999

Turnover

Turnover, excluding infrastructure sales, increased from
£401.6 million in 1999 to £640.8 million in 2000, an
increase of £239.2 million, or 60%. Turnover including
infrastructure sales was £687.0 million in 2000. There
were no infrastructure sales during 1999. The increases

in turnover were driven by continued demand for COLT’s
services from existing and new customers, new service
introductions and the significant expansion of COLT’s
addressable market. Demand for data and internet related
services continues to be an important factor contributing to
turnover growth. In 2000, 65% of turnover was generated
outside the UK (excluding infrastructure sales) compared
with 55% in 1999. Growth in turnover for 2000 over 1999

was somewhat tempered by weakness in the Euro.

Turnover from switched services increased from

£274.3 million in 1999 to £405.3 million in 2000. Growth
in switched revenue reflects growth in switched minutes
from 7,837 million in 1999 to 15,758 million in 2000,
somewhat offset by declines in average switched revenue
per minute. For the year 2000 compared to 1999, average
switched revenue per minute declined by 27% as a

result of price reductions and changes in mix. Carrier
revenues represented 37% of total switched revenue in
2000 compared to 39% in 1999.

Turnover from non-switched and other services, excluding
infrastructure sales, increased from £127.2 million in
1999 to £235.5 million in 2000. Growth in non-switched
and other revenue reflects continuing growth in demand

for local, national and international bandwidth and
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including hosting, as well as expansion into new markets.
At 31 December 2000 COLT had approximately 8.5 million
voice grade equivalents, an increase of 132% compared
to 31 December 1999. COLT’s hosting operations were
introduced in 2000 and at year-end, 10 Internet Solution
Centres were live with 1,137 racks installed. Turnover from
non-switched and other services, excluding infrastructure
sales, represented 37% of total turnover in 2000
compared with 32%.

Cost of Sales

Cost of sales, excluding costs associated with
infrastructure sales, increased from £323.6 million in
1999 to £539.7 million in 2000, an increase of
£216.1 million or 67%. Costs associated with

infrastructure sales in 2000 were £27.2 million.

Interconnection and network costs, excluding costs
associated with infrastructure sales, increased from
£273.2 million in 1999 to £451.0 million in 2000. The
increase was primarily attributable to interconnection
payments associated with the 101% increase in switched
minutes from 1999 to 2000 as well as additional network
operating costs related to growth achieved in the 20
markets in service at 31 December 1999 and the

seven new markets brought into service during 2000. In
addition, operating costs attributable to the 10 Internet
Solution Centres launched during the 12 months to

31 December 2000 and the introduction of service on
COLT’s inter-city network contributed to the increases in
interconnection and network costs for 2000.

Network depreciation increased from £50.4 million in
1999 to £88.7 million in 2000. The increase was
attributable to further investment in fixed assets to
support the growth in demand for services, new
service developments in existing markets including
hosting services, expansion into new markets and the
introduction of service on COLT’s inter-city netwark.

Operating Expenses

Operating expenses increased from £143.3 million
in 1999 to £205.0 million in 2000, an increase of
£61.7 million or 43%.

Selling, general and administrative expenses increased
from £129.1 million in 1999 to £181.7 million in 2000.




The increase was primarily due to increased personnel,
office space, marketing and information technology
expenses associated with the expansion of COLT's
customer base, new services development (in particular
internet related services) and expansion into new markets.
Selling, general and administrative expenses as a
proportion of turnover, excluding infrastructure sales,
improved from 32% in 1999 to 28% in 2000.

Other depreciation and amortisation increased from

£14.2 million in 1999 to £23.3 million in 2000. The increase
was due mainly to depreciation on increased investment

in information technology, customer service and support

systems and office equipment in existing and new markets.

Interest receivable, interest

payable and similar charges

Interest receivable increased from £32.6 million in 1999 to
£80.5 million in 2000 due to increased average balances of
cash and investments in liquid resources.

Interest payable and similar charges increased from
£66.1 million in 1999 to £104.8 million in 2000. The increase
was due primarily to increased debt levels reflecting
issuance of senior notes in December 1999 and senior
convertible notes in March 1999, December 1999 and

April 2000. There was no interest payable attributable to
accretion on the junior subordinated convertible debentures
in 2000 as all had been fully converted by the end of 1998.

Interest payable and similar charges in 2000 included:
£40.4 million of interest and accretion on convertible debt;
£63.7 million of interest and accretion on non-convertible
debt and £0.7 million of interest and bank commitment
fees. Interest payable and similar charges in 2000
comprised £52.4 million and £52.4 million of interest and

accretion respectively.

Exchange gain (loss)

COLT had exchange losses in 1999 and 2000 of

£2 5 million and £7.7 million respectively. These losses
were due primarily to movements in the British pound
relative to the U.S. dollar on cash and debt balances

denominated in U.S. dollars.

Tax on loss on ordinary activities
For the years 1999 and 2000, COLT generated losses on
ordinary activities and therefore did not incur a tax obligation.
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CAPITAL RESOURCES

The costs associated with the initial installation and

expansion of COLT’s networks and services, including

development, installation and initial operating expenses,

have been, and in respect of new markets and services

are expected to be, significant. Negative cash flow is

expected to continue in each of COLT’s markets until

an adequate customer base and related revenue stream

have been established.

In 2001 net cash inflow from operations was

£39.7 million compared with net cash outflow of

£37.2 million in 2000. Changes to cash flow from

Andreas Luft, Customer Care Project
Co-ordinator, Germany

Anja Kothenschulte, Safes Assistant and
Stefan Adam, Sales Manager, Germany

cab bR R

Erik Ejdrup, Corporate Sales ilanager, Denmark

operations include the effect

of the timing of stage billings
and payments with the
telecommunications operators
associated with the construction
of the Company’s inter-city
network. Net cash outflow from
returns on investments and
servicing of finance and from
capital expenditure and financial
investment increased from
£626.5 million in 2000 to £777.9
million in 2001. The increase in
net cash outflow was primarily
as a result of purchases of
tangible fixed assets, which
increased from £638.9 million in
2000 to £804.3 million in 2001.
In addition, COLT purchased
£143.4 million of notes for
£84.6 million during the year.

In 2000 and 2001, proceeds

of £740.4 million and £498.9
million respectively, were raised
from placements of ordinary
shares and senior convertible
notes and exercises of options
and warrants. Balances of cash
and investments in liquid
resources at 31 December
2001 totalled £1,304.5 million
compared with £1,654.6 million
at 31 December 2000.
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The Company operates a centralised treasury function,
the prime objective of which is to manage both the
working capital requirements of the Company as it
implements its expansion and development plans across
Europe and associated financial risks. In addition to
liquidity risks, the principal financial risks to which

the Group is exposed arise from volatility in foreign
currency exchange rates and interest rates. The Board
regularly reviews these risks and approves associated
risk management policies, including treasury strategy.

Liguidity Risk

The Company has financed its operations through a
mixture of issued share capital and long-term convertible
and non-convertible debt. The proceeds from these
issues are invested in marketable government securities
or placed on short-term deposit prior to being invested in
the Company’s operating companies to fund operations
and expansion. The Company also maintains a

£75 million bank facility which, to date, has not been
drawn. In addition to the financial instruments issued

to finance its operations and expansion, the Company
holds other financial instruments in the normal course of

business such as trade debtors and trade creditors.

Other than as discussed below, the Company does
not use, and has no current intention to use, any other
derivative financial instruments.

Foreign currency risk

The Company is exposed to fluctuations in foreign
currencies as its revenues, costs, assets and liabilities
are, for the most part, denominated in local currencies.

To manage this exposure, the Company’s strategy is to
raise its financing in a combination of British pounds and
Euro denominated instruments to the extent possible in
proportion to its existing net investment and committed
capital expenditure in those currencies, offsetting currency

differences arising with similarly denominated borrowings.

In addition to the financing raised in British pounds
and Euros, the Company holds U.S. dollars as a result
of issuing shares in the United States. The Company
remains exposed to currency fluctuations between
British pounds and the U.S. dollar on relative balances
of outstanding senior discount notes and U.S. dollar
denominated cash and liquid resources.




Thorsten Furgber and Uwe Klinkhardt at the Frankfurt Network Control Centre

As required by its bank facility agreement, the Company
is required to maintain financial hedging instruments

to offset exchange rate risk with respect to payments
required on U.S. doliar denominated senior discount
notes during the term of the facility. From time to time,
the Company has entered into forward contracts to
purchase foreign currencies to fund a portion of the
Company’s capital expenditure in those currencies. At

31 December 2001, no such contracts were outstanding.

Interest rate risk

The Company has managed risks associated with
fluctuating interest rates by raising debt at fixed rates.
Furthermore, by raising some debt as convertible debt,
interest exposure on debt is further reduced. While fixed
rate debt removes the cash flow risks associated with
changing interest rates it does expose the Company to a
level of market risk if rates alter significantly. As interest is
earned on cash deposits and liquid resources at variable
as well as fixed rates, changes in interest rates will have

an impact on the amount of interest income earned.

Concentration of credit risk

Financial instruments which potentially subject the
Company to concentration of credit risk consist principally
of accounts receivable and cash and investments in liquid
resources. Management believes the concentration of credit
risk associated with accounts receivable is minimised due
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to distribution over many customers and different industries
and risks associated with the Group’s cash are mitigated by
the fact that these amounts are placed in what management
believes to be high quality financial institutions. The Group
has not experienced any losses to date on its deposited cash.

Sensitivity analysis

As aresult of the procedures the Company has
implemented to manage foreign currency exchange and
interest rate risks as described above, a 10% change in
the value of British pounds relative to other currencies
would lead to a corresponding change in the fair value

of its foreign currency denominated financial instruments
of approximately £16.3 million. Because foreign exchange
contracts are entered into as a hedge against future
commitments, any change in the fair value of the hedge

is offset by a corresponding change in the value of the
underlying transaction. A 10% change in interest rates
across all maturities would lead to a corresponding change
in the Company’s earnings of approximately £5.1 million based
on the interest bearing assets and liabilities held during 2001.

YL

Lawrence M. Ingeneri Chief Financial Officer
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from left to right

Paul Chisholm
Non Executive Director

H.F. van den Hoven (KBE)

Non Executive Director

Catherine Biner Bradley
Non Executive Director

#Mr. Chisholm (53) served as the President of COLT from 1995 and Chief Executive Officer

of COLT from 1986, until January 2001 when he resigned from his executive position. He was
appointed to the Board of Directors of COLT on 22 September 1896. He served as the first
Managing Director of COLT Telecommunications from its inception in 1992 unti 1995. From

1988 until 1992, he was the first Vice President and General Manager of Teleport Communications
Boston, Inc., one of the first competitive access providers in the U.S. From 1985 until 1988,

Mr. Chisholm was the Vice President - Telecommunications of Shawmut Bank in Boston. From
1974 until 1985, he was employed in various management positions at New England Telephone

& Telegraph Co. and AT&T Corp. He served as the first Chairman of the Other Licensed Operators
Group, a regulatory reform group in the United Kingdom from 1993 to 1995. Mr. Chisholm is also
a non-executive director of MetroRED Telecom Group Limited, KVH Telecom Limited and

Unisphere Networks Inc.

iMr. van den Hoven (78) served as Chairman of the Supervisory Board of ABN Amro Bank
from 1984 to 1994 and as Chairman of Unilever N.V. from 1976 to 1984, He was appointed
to the Board of Directors of COLT on 27 September 1996. He is a member of the supervisory
board of Hunter Douglas and is a director for a number of funds in the Fidelity Group of

International Funds.

iis. Biner Bradley (48) has been a partner in the Geneva law firm of Bourquin & Biner Bradley
since 1987 and a partner in the international law partnership of Biner Bradley Nigel Harris

& Partners, which has maintained offices in Jersey, Channel Islands and Geneva since 1990.
She is a director of Chime Communications plc, and a director of several Swiss corporations.

She was appointed to the Board of Directors of COLT on 7 November 1996.
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Peter Manning
President and CEOQ

James Curvey
Chairman

Robert Hawley (CBE)

Non Executive Director

Lawrence Ingeneri
Chief Financial Officer

Timothy Hilton

Non Executive Director

Barry Bateman
Non Executive Director

Mr. Manning (46) served as Chief Operating Officer of COLT from April 1999 until January 2001 when he
was appointed President and Chief Executive Officer. Prior to joining COLT, he was the President and Chief
Executive of Concert Communications Inc. headquartered in Reston, Virginia between 1997 and 1999.

He has held a number of senior positions in BT including Chief Operating Officer of BT Europe, which
established BT’s joint ventures in principal countries in Europe between 1995 and 1997. Prior to this, from
1989 untit 1993 he was the Managing Director of City Business Products, a subsidiary of BT supplying
dealing room equipment worldwide and between 1993 and 1995 he was General Manager of BT's

Business Service organisation. He was appointed to the Board of Directors of COLT on 11 January 2001.

Mr. Curvey (66) is Vice Chairman and a Director of FMR Corp.. He was appointed to the Board of
Directors of COLT on 27 September 1996 becoming non-executive Chairman in May 1999. Mr. Curvey
joined Fidelity Investments in June 1982 as Vice President, Human Resources, became Senior Vice
President for Administration in January 1983 and President of Fidelity Capital in December 1986. He
served as Chief Operating Officer of FMR from May 1997 until September 1998 and as President and
Chief Operating Officer of FMR Corp from September 1998 until July 2000. Prior to joining Fidelity
Investments, Mr. Curvey was Vice President, Human Resources for Chase Manhattan Corp. in New
York. Before joining Chase Manhattan Corp. in 1976, he served for six years as Director of Personnel
for the Department of Housing and Urban Development in Washington, D.C. Mr. Curvey is a Director

of Geerlings & Wade, a wine distribution company.

Dr. Hawley (65) was Chief Executive of British Energy plc until 1997 and until 1295 he was Chief
Executive of Nuclear Electric plc. He is the Chairman of Taylor Woodrow plc, and a non-executive
director of RockTron plc and Rutland Trust pic. Dr. Hawley is advisor to HSBC Investment Bank pic
and is registered with the Securities and Futures Authority. He was Chairman of the Engineering
Council and the Particle Physics and Astronomy Research Council and the CBI/UK Korea Economic

Co-operation Council. He was appointed to the Board of Directors of COLT on 21 August 1998.

Mr. Ingeneri (43) was appointed Chief Financial Officer in July 1996. Prior to joining COLT, he
was Senior Vice President Finance and Chief Financial Officer of Ascom Timeplex, Inc. From
1992 until 1995, he was a Vice President, and from 1988 to 1992 an Associate, in the Corporate
Finance Department of Salomon Brothers Inc. From 1980 until 1986, he served as an officer in

the United States Navy. He was appointed to the Board of Directors of COLT on 19 June 2001.

Mr. Hilton (49) is President of Fidelity Broadband Group, and a member of FMR Corp’s Operating
Committee. He joined Fidelity in 1996 as Senior Vice President of Fidelity Capital, became a Managing
Director and served as President of Fidelity Capital from June 1997 until July 1999 and served as
President of Fidelity Ventures from January 1999 until Aprit 2000. Prior to joining Fidelity Mr. Hilton was

a senior partner and member of the management and executive committees of the Boston based corporate

law firm of Sullivan & Worcester. He was appointed to the Board of Directors of COLT on 26 May 1999.

itir. Bateman {56) is Vice Chairman of Fidelity International Limited, having served as President of
Fidelity International Limited from 1991 until 2001. Mr. Bateman joined Fidelity in 1981, initially as
Marketing Director. From 1989 to 1991, he was Managing Director of Fidelity Investment Management
Ltd and from 1986 to 1989 he served as Managing Director of Fidelity Investment Services Ltd. Prior
to joining Fidelity Mr. Bateman was Marketing Director at Datastream from 1975 until 1981 and prior
to this served as Research Director at Hoare Govett Ltd from 1972 until 1975. Mr. Bateman served as
Chairman of AUTIF from 1891 until 1993 and is currently a Director of the Investment Management

Association. He was appointed to the Board of Directors of COLT on 27 September 19986.
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The Directors submit their report and the audited

financial statements for the year ended 31 December 2001.

Principal Activities and Review of Business
The consolidated profit and loss account for the year
is set out on page 42 and the financial review is set

out on pages 20 to 27.

COLT is a leading provider of high bandwidth data,
Internet and voice and advanced telecommunication
services to business and governmental customers
across Europe. COLT operates state-of-the-art
fibre-optic networks in the major financial and business
centres of Europe with each of its local city-networks
and Internet Solution Centres inter-linked to form a
single IP-based pan-European network. A review of
the Company's activities is set out on pages 12 to 18.

Future Developments

The Company continues to expand and develop
fibre-optic telecommunications networks in Europe as
detailed in the Questions and Answers section on pages
8 and 9 and the Operations Review on pages 12 to 18.

Employees

The objective of the Company’s relationship with
its employees is to maximise every opportunity
for employees to share in the Company’s success,
from owning shares to taking responsibility at the
earliest opportunity. This objective is underpinned
by an employment approach, which measures
each individual by their personal contribution to
the success of the Company. The culture of the
Company is also one of equality of opportunity

in both recruitment and promotion. The Company
is committed to attracting and retaining the best
people based upon ability and merit.

The Company is conscious of its obligations to
disabled persons and makes every effort to ensure
they receive equal opportunities and are not
discriminated against on grounds of their disability. The
Company operates internationally and its employment
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policies are designed to meet local requirements
and conditions. It is Company policy to keep
employees as fully informed as possible on matters
which effect them through direct face to face
briefings and other established procedures for

communication.

Charitable and Political Contributions '

The contributions made during 2001 for charitable
purposes were £9,271. There were no political
contributions made during the year.

Environment

The Company is committed to using working
practices designed to protect and safeguard

the environment when carrying out its network
construction works. The Company accepts that

it has a responsibility to ensure that work is

carried out in a manner that will not cause

damage to the environment and that the effects of
construction on the environment are not lasting.

All services are provided and delivered in a manner
calculated to ensure that there is no inappropriate
waste and with a heightened awareness of the
environmental issues and the potential effects on
the community generally. It is the responsibility of
our employees to work in a manner that will not
have a detrimental effect on the environment and to
provide services of the highest quality that have a
beneficial effect for our customers and the community
in which we operate.

Creditor Payment Terms

COLT Telecom Group plc is a holding company and
therefore has no trade creditors. 1t is the normal policy
and practice of the Company’s subsidiaries to agree
to the terms of transactions, including payment

terms with suppliers and, provided such suppliers
perform in accordance with such terms, that payment
is made accordingly. The average ratio, expressed




in days, between the amounts invoiced to the
Company’s subsidiaries by its suppliers in the
year ended 31 December 2001 and the amounts
owed to its trade creditors at the end of the

year was 41 days.

Share Capital

Changes to the share capital of the Company
are set out elsewhere in the Annual Report.

At the Annual General Meeting in May 2001
the shareholders authorised the Company

to purchase its own shares up to a maximum
number of 70 million and a resolution to extend
this authority will be proposed at the forthcoming
Annual General Meeting. No such shares were
purchased by the Company during the year
and no contract has been entered into in

respect of any such purchase.

Shareholder Number of Ordinary Shares
FMR Corp ! 432,692,680
Fidelity Investors Limited Partnership 2 313,846,907
CGNU plc? 93,101,097
Fidelity International Limited * 71,829,554

1. FMR Corp.’s holding (82 Devonshire Street, Boston, Massachusetts 02109 USA) is
thraugh (a) the holding of Colt, Inc. which is an indirect wholly owned subsidiary of

FMR Corp., which is therefore also interested in the Company’s Ordinary Shares, (b)
120,000,000 Ordinary Shares owned beneficially by The Colt Inc. 2002 Annuity Trust,
101,759,510 Ordinary Shares owned beneficially by The Colt, Inc. 2001 Annuity Trust
and 5,000,000 Ordinary Shares owned beneficially by The Colt, Inc, 2001 Charitable
Trust (together, the "COLT Trusts”). The Trustee of the COLT Trusts is a wholly-owned
subsidiary of FMR Corp, (c} Strategic Advisers, Inc., a wholly-owned subsidiary of FMR
Carp., which has sole voting power of 59,787,569 Ordinary Shares beneficially owned
by three charitable foundations managed by Strategic Advisers, Inc.: Edward C. Johnson
Fund (9,715,293 Ordinary Shares), Fidelity Foundation (8,810,218 Ordinary Shares);
and Fidelity Non-Profit Management Foundation (40,262,058 Ordinary Shares), and (d)
2,265,200 Ordinary Shares owned beneficially by the COLT Incentive Shares Plan Trust,
of which Colt, inc. is the joint trustee.

2. Fidelity Investors Limited Partnership (82 Devanshire Street, Boston, Massachusetts
02109 USA) is a Delaware limited partnership, the general partner of which (Fidelity
Investors Management, LLC) is owned by, and the limited partners of which are, certain
shareholders and employees of FMR Corp. By virtue of this relationship, FMR Corp. and
Fidelity Investors Management, LLC are both interested in these shares.

3. CGNU plc (PO Box 89 Surrey Street, Norwich NR1 3DR UK) is a fund Manager whose
interest is a non-beneficial interest held either directly, or through its subsidiary, Morley
Fund Management Limited.

4. Fidelity International Limited {(Pembroke Hall, 42 Crow Lane, Pembroke, Bermuda
HM-19), a Bermuda company, is refated to FMR Corp. through certain common ownership.
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Substantial Holdings

The directors are aware of the shareholders

(see table below) who at 20 March 2002 have
interests (within the meaning of Part VI of the
Companies Act) which represent, or will represent,
3% or more of the issued ordinary share capital
of the Company.

Relationship Agreement

In December 1996, the Company entered into

a Relationship Agreement with FMR Corp., COLT
Inc., Fidelity Investors Limited Partnership, FIL
Bank and Trust Company Limited and Fidelity
International Limited (the “Contracting Parties”).

In general, the Relationship Agreement will
continue in effect while the Contracting Parties

or their affiliates hold at least 30% of the share
capital of the Company. The Relationship
Agreement contains certain undertakings by the
contracting parties, including undertakings reiating
to voting for directors, non-competition, arms length
dealings and acquisition of additional ordinary
shares of the Company.

Consulting

Both the Company and Fidelity Capital Associates
Inc. (“FCA”) (a wholly owned subsidiary of FMR
Corp.) have entered into separate 10 year
agreements with each other to provide to the
other certain consultancy services. The consultancy
services the Company has agreed to provide to
FCA include, regulatory and economic advice,
assistance in applying for licences and advice on
FCA network construction (outside Europe). The
Company is entitled to fees for services rendered
at prevailing market rates for such services which
will only be provided if not detrimental to the
business or operations of the Company, as
determined by the Company’s independent
directors. FCA's consultancy services to the
Company include on an as and when needed
basis, assistance in establishing and maintaining
the Company’s relationships with banks and other
financial institutions, providing tax planning advice
and financial and strategic planning. FCA is
entitled to fees at the then prevailing market

rates for such services. Both of the above
agreements are terminable for material breach.
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Insurance Auditors
The Company maintains comprehensive insurance A resolution to reappoint PricewaterhouseCoopers
policies, which the Company believes are adequate will be proposed at the next Annual General Meeting.
for the Company’s purposes and the nature of
the business and markets in which the Company Annual General Meeting
operates. During the year the Company maintained An Annual General Meeting of the Company is to be
liability insurance for its directors and officers. held on 23 May 2002 at The Capital Club, London EC1,

and separate notification of this meeting will be sent
Directors to shareholders.
The directors for the Company are listed on pages 28 and 29.

By Order of the Board of Directors
Directors’ Interests in Shares of the Company
The interests of directors in the Company’s ordinary
shares (all of which are beneficial interests) at

1 January 2001 and 31 December 2001, or date Mark A. Jenkins
of appointment if later, are shown below: Secretary
1-Jan-01 31-Dec-01

Barry R. J. Bateman --
Catherine Biner Bradley 34,172 86,095
Paul W. Chisholm 2,408,000 4,649,917

James C. Curvey - -

Robert Hawley (CBE) 6,919 28,759
Timothy T. Hiiton 24,000 46,080
H. F van den Hoven (KBE) 18,656 43,373
Lawrence M. Ingeneri’ 52,352 100,512
Werner E. Klatten 1,405 2,697

Peter D. Manning --

Tar date of appointment. Mr. Ingeneri also halds 150 units of the §314 million aggregate principal amaount at
maturity senior discount notes issued in December 1996 and summarised on pages 56 and 81

Between 31 December 2001 and 20 March 2002,

there has been no change in the interests of the

directors in the Company’s shares or in the numbers

of shares subject to option held by them, other than

those relating to Mr. Manning, Mr. Klatten and Mr. Ingeneri
- summarised on page 39, Ms. Biner Bradley who increased

her interest in the Company’s shares by 10,000 on 25

February 2002 and Mr. Manning, who increased his interest

in the Company’s shares by 50,000 on 8 March 2002.
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Corporate Governance

Combined Code Statement

The directors recognise the importance of
adopting good corporate governance practices
in the best interests of shareholders as a whole.
The principles of good governance set out in
Section 1 of the Combined Code have been
applied in the following way:

DIRECTORS

The Board, which meets not less than four times
each year, is primarily responsible for Company
strategy and approval of budgets, acquisition and
divestment policy. Certain matters may be delegated
from time to time to the Executive Committee.

The Board has established four committees as follows:

The Audit Committee: comprising exclusively the
non-executive directors Messrs van den Hoven
(Chairman), Bateman and Hawley and Ms. Biner Bradley.
The Audit Committee examines the process of internal
control and financial reporting, accounts and interim
statements. It also reviews the independence, scope,
quality and cost effectiveness of the external audit
and provides a forum through which both internal

and external auditors report to the Board. The Audit
Committee meets not less than three times in each
year and reports to the Board.

The Nominating Committee: comprising Messrs
Bateman (Chairman), Curvey and Chisholm. The
Nominating Committee nominates directors for

appointment to stand for election to the Board.

The Executive Committee: comprising Messrs
Curvey (Chairman), Chisholm, Hilton and Manning.
The Executive Committee oversees the management
of the business and affairs of the Company generally.

The Compensation Committee: comprising Messrs
Chisholm (Chairman), Curvey and Ms. Biner Bradley.
The Compensation Committee examines and makes
recommendations with regard to the compensation of
executive directors of the Company and is responsible

@u
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for approving the grant of options and shares
under the COLT Telecom Group Share Plan,

the COLT Performance Share Plan and the COLT
Deferred Bonus Plan. The scope of the Committee
is set out on page 37.

Chairman and CEQ

The Chairman’s responsibility is to keep the
strategic direction of the Group under review

and to ensure that the Board as a whole functions
effectively. The President and Chief Executive
Officer’s responsibility is the operation and
development of the Group’s business. The

Senior Managing Directors and the Chief

Financial Officer report to the President and

Chief Executive Officer on a regular basis. The
President and Chief Executive Officer chairs regular
meetings of a senior management team comprising
these personnel and also financial, legal, human
resources and other senior executive officers of

the Company. An Executive Management Committee
chaired by the President and Chief Executive
Officer and consisting with him, of the Chief
Financial Officer also meets regularly to oversee the
execution of the day-to-day business. Significant
operational decisions are referred to the Executive
Committee of the Board and, if appropriate,

to the Board itself.

Board Balance

Since its original listing in 1996, the Company has
operated a board structure comprised principally of
non-executive directors with at most two executive
directors. Currently, the only executive directors are
the President and Chief Executive Officer and the
Chief Financial Officer.

The Board considers that all of the non-executive
directors should be regarded as independent of
management. In particular, the Board believes that
the non-executive directors (Messrs Curvey, Bateman
and Hilton) who have connections with FMR Corp.
and its related entities should be regarded as
“‘independent” for this purpose. The Board regards
this requirement for independence as intended to
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ensure that non-executive directors should be in a
position to exercise their judgement in the interests
of shareholders independently of those charged
with executive responsibility for management of the
Company. The connection of these non-executive
directors with a major shareholder reinforces their
ability to exercise such independent judgement.

Certain of the non-executive directors (Ms. Biner Bradley
and Messrs van den Hoven and Hawley) have been
granted options to subscribe for new ordinary shares
of the Company. The terms of these options are
summarised on page 39. Mr. Chisholm was granted
options to subscribe for new ordinary shares of the
Company in his capacity as President and Chief
Executive Officer. He has retained those options on the
same terms since he resigned from his executive
position. The terms of these options are summarised
on page 39. The Board believes that options are

an appropriate means of compensating non-executive
directors. In addition these non-executive directors
receive half their remuneration in the form of ordinary
shares. The Board believes that this approach to

the remuneration of these non-executive directors
does not compromise their independence from
management but provides appropriate incentives for
the directors concerned to focus on creation of value
for shareholders.

The requirement for independence from management
needs to be considered separately from the
requirement for independence from the controlling
Fidelity interests. The Financial Services Authority
(FSA) Listing Rules require that the Board should also
be able to operate independently from its controlling
shareholder. This is a different test of independence
and is satisfied because a majority of the directors
(Ms. Biner Bradley and Messrs van den Hoven,
Hawley, Chisholm, Manning and Ingeneri) are free
from connections with that shareholder. The
Relationship Agreement requires all agreements
between the Company and FMR Corp. or related
entities to be approved by a majority of the

directors who are independent from FMR Corp. and

its related entities.
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Supply of information

In advance of Board meetings, each director receives
a detailed briefing on the matters to be considered.
All members of the Board are encouraged to
supplement this information through direct contact
with the Company’s senior management.

Appointments to the Board

The Nominating Committee has adopted formal
procedures to be followed for the appointment of

new directors. The Chairman will propose candidates
(although other directors may also do so). The
Nominating Committee will meet to ensure the suitability
of the candidate and will then put a formal proposal to
the Board. Before the nomination is formally made each
director will have an opportunity to meet the candidate.

Re-efection

The Articles of Association required one-third of the
Board to retire and submit themselves for re-election
each year until the AGM in 2001. Consequently, all of the
directors will retire and submit themselves for re-election
at the AGM in 2002 and every year thereafter, apart from
Ms. Biner Bradley who has decided not to. At the time

of the AGM in 2002, no director will have held office for

more than three years since their last re-election.

DIRECTORS’ REMUNERATION

The Compensation Committee is responsible for
ensuring that the remuneration packages of the
executive directors are appropriate to attract, retain and
motivate individuals of the calibre and quality required
by the Company. The Compensation Committee Report
on pages 37 to 40 contains a more detailed description
of the Company'’s policy and procedures in relation to
directors’ and officers’ remuneration.

The Board is aware of the Government's intention

to infroduce legislation to ensure that the corporate
governance framework delivers proper transparency
and accountability. In this regard, the Board recognises
that proposed regulation will impose new requirements
of disclosure to shareholders relating to directors
remuneration, and that the Compensation Committee
Report be put to the vote by shareholders. The Board




will in its continuing desire to adopt appropriate
governance practices in the best interests of
the shareholders address the new requirements

when they are finalised.

RELATIONS WITH SHAREHOLDERS

The Company has a policy of maintaining an
active dialogue with institutional shareholders
through individual meetings with senior
management and participation in conference

calls relating to results announcements. Until
relatively recently, the Company had not had
significant numbers of private shareholders in

the UK and accordingly the Board had not regarded
the AGM as providing a meaningful medium for
communicating with shareﬁolders. However, as in
more recent years it is intended, at the AGM to be
held on 23 May 2002, that time for a short question
and answer session on the Company’s business
and trading position be made available.

ACCOUNTABILITY AND AUDIT

Going Concern

The directors, after making appropriate enquiries,
have a reascnable expectation that the Company
has adequate resources to continue in operational
existence for the foreseeable future. For this reason,
the directors continue to adopt the going concern

basis in preparing the financial statements.

Internal Control

The Company, as required by the FSA, has
complied with the Combined Code provisions of
internal control having established the procedures
necessary to implement the Turnbull Committee
guidance on internal control issued in September
1999. The Company’s system for Internal Control is
an ongoing process for identifying, evaluating and
managing the significant risks faced by the Company.
This system has been in place during 2001

and up to the date of approval of the Annual
Report and Accounts. Such system is designed

to manage, rather than eliminate risk of failure

to achieve business objectives and can only
provide reasonable and not absolute assurance
against material misstatement or loss. The directors
are responsible for the Company’s system of
internal controls and for reviewing its effectiveness

while the role of management is to implement

Board policies on risk and control. The Audit
Committee, in addition to its review of the scope and
results of the audit and the activities of the external and
internal auditors, has as part of its terms of reference,
the responsibility for overseeing internal controls
including operational and financial controls, business
ethics, risk management and compliance.

During the year the Audit Committee of the Board
reviews the effectiveness of the internal controls and
risk management process and significant risk issues
are referred to the Board for consideration. The
Chairman of the Audit Committee reports the outcome
of the Audit Committee meetings to the Board. The
Group’s management operates an Internal Control
and Risk Management Committee, comprising senior
representatives of the Company's core functions,
together with the Risk Manager, which identifies the
key risks facing the Group and reports to the Audit
Committee on how the risks are being managed. This
is based on each department and the larger Group
companies identifying to the Group’s Internal Control
and Risk Management Committee their key risks which
form the basis of a composite risk register which
identifies the risks on a specific basis, the impact if they
do occur and the actions taken to manage those risks
most appropriately. The risk register is then reviewed
by the Audit Committee and then the whole process

is reviewed by the Board before the production of the
Statement in the Annual Report and Accounts.

The Company operates a management structure

with clear delegated authority levels and clear

functional reporting lines and accountability. The
Company operates a comprehensive budgeting and
financial reporting system, which compares actual
performance to budget on a monthly basis. All capital
expenditure and major purchases are subject to
appropriate authorisation procedures. This together with
the internal controls and risk management process allows
management to monitor financial, operational performance
and compliance controls on a continuing basis and to
identify and respond to business risks as they arise. The
effectiveness of the internal controls in place in the business
within each country of operation and within the Company
has been reviewed by the directors for the year ended

31 December 2001.
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Internal Audit

The Company has established an internal audit function,
the responsibility of which is to examine objectively,
evaluate and report on the adequacy, effectiveness and
efficiency of the Company'’s internal controls and review
business processes and IT developments from an early
stage. The internal audit function forms an important part
of the risk management process and reports regularly

to the Audit Committee.

Directors’ responsibilities

for the financial statements

Directors are required by the Companies Act 1985

to prepare financial statements for each financial year
which give a true and fair view of the state of affairs

of the Company, including its subsidiary companies

as at the end of the financial year and of the profit

or loss of the Company for that relevant period. In
preparing those financial statements, the directors

are required to select suitable accounting policies and
apply them consistently, supported by judgements and
estimates that are reasonable and prudent and to state
whether applicable accounting standards have been
followed, subject to any material departures disclosed
and explained in the financial statements.

The Financial Statements are also published on the
Company web-site. The maintenance and integrity of
the web-site are the responsibility of the directors.
Legislation in the United Kingdom governing the
preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

The directors are also responsible for keeping proper
accounting records, which disclose with reasonable
accuracy, the financial position of the Company and
they are also responsible for safeguarding the assets
of the Company and to prevent and detect fraud and

other irregularities.
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COMPLIANCE WITH THE COMBINED CODE

During the year ended 31 December 2001, the Company
complied with the requirements of the Combined Code
other than as follows:

© The Board does not include a balance between
executive and non-executive directors, for the reasons

given above.

© There is no “recognised senior member” of the Board
other than the Chairman. The directors have considered
whether it would be useful to identify such a person and
have concluded that it would not.

© The non-executive directors are not appointed

for specified terms. The Board will review on a
regular basis (and not less than every three years)
whether a non-executive director should continue

in office. The Board does not believe that there would
be any benefit in formalising this process as a “term”
of office, particularly as each non-executive director’s
appointment may be terminated by the Company

at any time.

This statement of compliance is presented on the
basis that the approach to “independence” of directors
is accepted, for the reasons given above.
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The Compensation Committee, which operates
under written terms of reference agreed by the
Board, is responsible for determining the overall
remuneration package of executive directors and
executive officers of the Company. The Committee’s
scope is to consider appropriate remuneration
packages to attract, retain and motivate directors
and senior executive officers of the calibre and
quality required by the Company. in doing this, the
Committee also has regard to remuneration statistics
for the telecommunications industry sector in which

the Company operates.

The Company applied the principles in Section 1 of,
and has complied with, the Combined Code.

Executive Directors

Compensation for senior executive officers

comprises base salary, performance-based bonus,
pension contributions, benefits and participation in the
Company’s share and share option plans. In future,
base salary will not normally be reviewed annually but
senior executive officers’ bonuses (to the extent that
they are paid) will account for a considerable amount
of total compensation, reflecting their performance
and the contribution they make to the Company's
success. Pension contributions are determined based
on employee age and years of service and benefits
include, as appropriate, car allowances, housing benefits,

private health insurance and other similar benefits.

Non-Executive Directors
Decisions relating to the compensation of non-executive

directors are taken by the full Board of Directors.

Share Options

The information on the following pages summarises
the directors’ options under the Company’s Share
Option Plan. Messrs. Curvey, Hilton and Bateman
have no options under the plan. Ms. Biner Bradley
and Mr. van den Hoven have options under their
non-executive director service agreements and not
under the Company’s Share Option Plan. Messrs.
Hawley, Chisholm, Manning and Ingeneri have
options under the Company’s Share Option Plan.
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Share Option Plan

The Option Plan was adopted on 7 November 1996, for
the issuance to key employees of the Group of incentive
compensation related to the public market performance
of the Company’s ordinary shares. The Option Plan is
divided into two parts; the “Approved Part” approved by
the U.K. Inland Revenue for the purposes of the Income
and Corporation Taxes Act 1988, and the “Unapproved
Part” which is not approved. Options granted under the
Approved Part will not normally be exercisable until the
third anniversary of the date of grant. Options granted
under the Unapproved Part may become exercisable
earlier than the third anniversary. Options may not

in certain circumstances become exercisable until the
fifth anniversary. Option Plan awards are based on an
employee’s level of responsibility, performance and term
of service. Options will be granted at an option price,
which is not less than the market value of the ordinary

shares on the date of grant.

Long Term Incentive Plan

COLT Inc. established the COLT Holding Company
Incentive Shares Plan (the “Incentive Plan”), effective

1 December 1995, and amended the Incentive Plan

on 15 November 1996, 1 October 1998 and 15 March
1999. The Incentive Plan was not assumed by the
Company. The incentive Plan provided for the issuance
to key employees of COLT Inc. and its subsidiaries of
incentive deferred compensation in the form of interests
in the appreciation in the value of the Company over

a specified amount.

Savings - Related Share Option Scheme

In 1997, the Company instituted a savings-related

share option scheme whereby employees are able -

to direct a portion of their base salary (up to £250 per
month) over a three-year period toward the purchase

of Company shares at a price established at the
beginning of the three-year period. The price established
at the beginning of the three-year period is at the
discretion of the Board of Directors and can be up

to a 20% discount to the then public market price of

the Company’s ordinary shares on the London Stock
Exchange.(ln December 1997, Mr Chisholm was granted
8,192 options under the scheme at an exercise price of

S
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£1.19. These options were exercised on 1 March 2001.

In December 2000 Messrs. Manning and Ingeneri were
granted 822 options each under the scheme at an exercise
price of £11.784. Subsequently, having ceased contributing
to that scheme the options lapsed. In December 2001
Messrs. Manning and Ingeneri were each granted 4,703
options under the scheme at an exercise price of £1.615.
These options are exercisable from 1 March 2005 and
lapse six months thereafter. At 31 December 2001, none
of these options had been exercised and none other than
as detailed above had lapsed. No further grants have been

made under the scheme to any director.

Performance Share Plan

It is intended that awards under the Performance Share
Plan that was established in 2000 will normally be made
to Executive Directors and other key executives within
the Group. Awards under the Performance Share Plan
will be granted according to an objective performance
target set by the Compensation Committee. Grants of
awards under the Performance Share Plan, will only
vest if the long term Company performance criteria set
at the time of grant are achieved. Awards will normally
only vest if those criteria are achieved over a performance
period set by the Compensation Committee. It is
anticipated that this period will normally be five

years. In normal circumstances it is intended to limit

the maximum annual award to shares with a value
equal to approximately 100% of the participant’s basic
salary, but the actual amount will depend upon their
seniority. Participants in the Performance Share Plan
will continue to be entitled to receive grants of options
under the COLT Telecom Group Share Plan. No awards
have been made under the plan to any director or
employee other than an award of 20,194 shares made
to Mr. Manning in February 2001 which will vest on the
fifth anniversary of the award.

|
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Performance Share Plan
Number of Ordinary Shares

Date Date Date
of of of
grant  vesting expiration

Granted Sold Lapsed Outstanding

Feb-01 Feb-06 Feb-11 20,194 20,194

Deferred Bonus Plan

Under this Plan established in 2000, selected
senior employees will be entitled to receive an
award of shares representing a proportion
(initially 50%) of the amount of their annual cash
bonus. No awards have been made under this
part of the plan to any director.

Participants may also be invited to defer ali or

a proportion of the annual cash bonuses which
they would otherwise have expected to receive.
Individuals who do so will be entitled to receive
an additional matching award in the form of an
option to acquire additional shares with a market
value equal to twice the amount of the deferred
bonus. Receipt of the matching award shares
may be subject to the achievement of performance
targets. Awards will vest after a period set by

the Compensation Committee.

An award of an option to purchase shares at
an exercise price of £13.370 was made in
February 2001, which will vest to the extent of
60% on the third anniversary of grant and 20%
on each of the two subsequent anniversaries
and as they are granted under the rules of the
Option Plan the numbers are included in the
tables on pages 39 and 57.




Directors’ share options "2

Number of share options

@1-Jan-01 Granted  Exercised 31-Dec-01 Date of Market Option Usual date from Usual
Exercise value Exercise which exercisable expiry date
Price per
share ©
Catherine Biner
Bradley 48,000 48,000 7 17 Dec 86 to 17 Dec 00 17 Dec 06
48,000 48,000
Paul W. Chishoim ° 5,400,000 200,000 07 March 13.120 0.6875 17 Dec 87 to 17 Dec 01 17 Dec 08
100,000 5,100,000 05 June 7.140
400,000 400,000 1.7000 15 Dec 98 to 15 Dec 02 15 Dec 07
5,800,000 300,000 5,500,000
Robert
Hawley (CBE) 68,060 68,060 7.4940 25 Nov 99 to 25 Nov 03 25 Nov 08
68,060 68,060
H. F van den
Hoven (KBE} 48,000 48,000 7 17 Dec 86 to 17 Dec 00 17 Dec 08
48,000 48,000
Lawrence M. 2,050,000 2,050,000 0.6875 17 Dec 97 to 17 Dec 01 17 Dec 06
Ingeneri 4 400,000 400,000 1.7000 15 Dec 98 to 15 Dec 02 15 Dec 07
120,926 120,926 13.370 27 Feb 02 to 27 Feb 06 27 Feb 11
2,450,000 120,926 2,570,926
Werner E.
Kiatten® 85,000 85,000 12.7440 14 Aug 00 to 14 Aug 04 14 Aug 09
85,000 85,000
Peter D.
Manning 4 850,000 850,000 10.9340 04 April 00 to 04 April 04 04 Apr 09
166,492 166,492 13.370 27 Feb 02 to 27 Feb 06 27 Feb 11
400,000 400,000 20.055 27 Feb 02 to 27 Feb 06 27 Feb 11
750,000 750,000 26.740 27 Feb 02 to 27 Feb 06 27 Feb 11
850,000 1,316,492 2,166,492

1. The closing mid-peint price of the Company's ordinary shares on 31 December 2001 was £1.14 per share and the range during the year was £18.21 to £0.62 per share.

2. Under the Company’s Share Option Plan, usually, 20% of the shares under option become exercisable on each of the five anniversaries fallowing the date of option grant. In certain specified circumstances, including the

death of the option holder, options may became exercisable earlier

3. Highest paid Director.

4. Mr. Manning was appointed a director on 11 January 2001 and Mr. Ingeneri was appainted a directar an 19 June 2001. Of the Options over Shares granted to Messrs. Manning and Ingeneri at the exercise price of £13.370, 16,492
and 20,926 respectively, 60% will vest and become exercisable on 27 February 2004 and a further 20% on each of 27 February 2005 and 20086. A further grant of 1,000,000 options over shares was awarded o Mr. Manning and
300,000 options over shares was awarded to Mr. Ingeneri under the Company's Share Optian Plan on 26 February 2002, and 20%, respectively, of the shares under option vest and becoms exercisable on 26 February 2003, and a
further 20%, respectively, will become exercisable on each of the four subsequent anniversaries of that date. All options over such shares have an exercise price of £0.4125

5. Mr. Klatten resigned as a director on 15 January 2002 therefore all of his options have subsequently lapsed.

6. Gains on the exercise of options would be caiculated using the differences between the Exercise Price and the closing mid-point price per share on the date of exercise. Where the individual has retained shares rather than soid,
the gain is the notional gain at the date of exercise. Where shares have been sold they may not have been sold at the Market Value.

7. Each of Mr. van den Hoven and Ms. Biner Bradley have been granted options to subscribe for 80,000 ordinary shares, 16,000 of which vested and became exercisable upon the closing of the Company’s initial public offering

on 17 December 1986 and additional amounts of 16,000 each, vested, and became exercisable on 17 December 1997, 1988,1999 and 2000. The exercise price for the initial 16,000 options is £0.6875 per share and the price

for the second, third, fourth and fifth 16,000 options is £1.659 per share, £8.50 per share £29.00 per share and £14,86 per share respectively. 8oth Mr. van den Hoven and Ms. Biner Bradley have previously exercised those

options over shares that vested in December 1396 and Decermnber 1897.
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Directors’ Remuneration’

1
Benefits® Pension Total |

duties for the Company.

made cash payments to Mr. Chisholm totalling £278,000 in 2000 and none in 2001.

w

Mr. Klatten resigned as a director on 15 January 2002.
This figure includes basic salary and other fees.

®Nmo s

1. Messrs. Curvey, Hilton and Bateman are employees of FMR Corp. FMR Corp. and Fidelity Internationa! Limited, respectively, and as such receive no payment from the Company for the services ‘
they provide to the Company or for serving on the Board of Directors of the Company and receive no remuneration from FMR Corp. or Fidelity International Limited specifically attributable to their

2. As of 27 September 1996, COLT Inc. sold 4,000,000 ordinary shares it aowned in the Company to Mr. Chisholm for a consideration of $1,037,500 (£662,812). Relating to this transaction COLT Inc.
. The highest paid director's emaluments including gains on share options exercised was £3.4m {2000: £6.7m), Mr. Chisholm was the highest paid directer in 2000.

Remuneration is for the period of directorship. Messrs. Manning and Ingeneri were appointed as directors on 11 January 2001 and 19 June 2001 respectively.

In respect of Mr. Ingeneri this figure alse includes long term incentive payment of £19,400.
. This figure includes as appropriate, car allowances, housing benefits, private health insurance and other similar benefits.

(£'000) Safaries/Fees® Bonus’
2000 2001 2000 2001 2000 2001 2000 2001 2000 2001
i
Barry R. J. Bateman - - - - - - - - - ;
Catherine Biner Bradiey 30.0 300 - - - - - 30.0 300 :
Paul W, Chisholm®? 2840 1413 822 118 367 95 6179 162.6 ‘
James C. Curvey - - - - - - - - :
Robert Hawley (CBE} 300 300 - - -- - 30.0 300 i
H. F van den Hoven (KBE) 30,0 300 - - -- -- 30.0 300 i
Timothy T. Hilton - - - - - - - - -
Lawrence M. Ingenerl“ - 1203 96.4 - 193 - 144 - 2504
Werner E. Klatten® 300 300 - - - - - - 300 300
Peter D. Manning" - 2687 -- 2238 - 09 - 414 -- 5348

DIRECTORS' SERVICE AGREEMENTS

Messrs. van den Hoven, Hilton, Chisholm, Hawley
and Ms. Biner Bradley have service contracts with
the Company within which there is no minimum
term and no express right to compensation for
the termination of such agreement(s). Messrs.
Bateman and Curvey have no specific service
contracts in respect of their office of directors of
the Board. No director of the Company has a
notice period of greater than one year.

Mr. Manning was appointed as a director on

11 January 2001. He has an annual salary of
£300,000 and a bonus potential of 200% of
salary based on performance. Mr. Manning has
an employment relationship with the Company
under which, if such arrangement is terminated
by the Company (other than for cause), or there
is a change in control, merger, consolidation or
sale of assets following which Mr. Manning is not
offered a suitable new position, the Company will
make a severance payment in equal instaliments
over an 18 month period equal to an aggregate
of £450,000 plus a sum equivalent to 100% of
the payment received under the Management
Bonus plan in the previous year.

AA A
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Mr. Ingeneri was appointed as a director on 19 June

2001. He has an annual salary of $290,000 and a bonus
potential of 115.5% of salary based on performance.

Mr. Ingeneri has an employment relationship with the
Company under which, if such arrangement is terminated
by the Company (other than for cause), or there is a change

in control, merger, consolidation or sale of assets following
which Mr. Ingeneri is not offered a suitable new position, the
Company will make a severance payment in equal installments

over a 12 month period equal to an aggregate of $290,000.

Retirement of Directors

The entire Board of Directors shall retire in accordance
with the Articles of Association as directors of the
Company at the next Annual General Meeting, and will,
being eligible, offer themselves for re-election, apart from
Ms. Biner Bradley, who has decided not to. Mr. Ingeneri
having been appointed since the last Annual General
Meeting will retire and offer himself for reappointment

at the next Annual General Meeting.

o AL

Chairman of the Compensation Committee




We have audited the financial statements on

pages 42 to 77.

Respective responsibilities

of directors and auditors

The directors’ responsibilities for preparing the
Annual Report and the Financial Statements in
accordance with applicable United Kingdom law
and accounting standards are set outin the
statement of directors’ responsibilities on page 36.

Our responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirements, United Kingdom Auditing Standards
issued by the Auditing Practices Board and the
Listing Rules of the Financial Services Authority.

We report to you our opinion as to whether the
financial statements give a true and fair view and
are properly prepared in accordance with the
Companies Act 1985. We also report to you if, in
our opinion, the directors’ report is not consistent
with the financial statements, if the company has
not kept proper accounting records, if we have not
received all the information and explanations we
require for our audit, or if information specified by
law or the Listing Rules regarding directors’

remuneration and transactions is not disclosed.

We read the other information contained in the
Annual Report and consider the implications for
our report if we become aware of any apparent
misstatements or material inconsistencies with

the financial statements.

We review whether the Corporate Governance
statement on page 36 reflects the Company’s
compliance with the seven provisions of the
Combined Code specified for our review by the
Listing Rules, and we report if it does not. We

are not required to consider whether the Board’s
statements on internal control cover all risks and
controls, or to form an opinion on the effectiveness
of the Company's or Group's corporate governance

procedures or its risk and control procedures.

@ q
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Basis of audit opinion

We conducted our audit in accordance with
Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test
basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also
includes an assessment of the significant estimates
and judgements made by the directors in the
preparation of the financial statements, and of
whether the accounting policies are appropriate to
the Company’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to
obtain all the information and explanations which
we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that
the financial statements are free from material
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation

of information in the financial statements.

Opinion

In our opinion the financial statements give a true
and fair view of the state of affairs of the Company
and the Group at 31 December 2001 and of the loss
and cash flows of the Group for the year then ended

and have been properly prepared in accordance with

the Companies Act 1985.

PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
London

21 February 2002
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Year ended 31 December

1999 2000 2001 2001 2001 2001
Before After After
Exceptional Exceptional Exceptional Exceptional
Iltems ltems ltems items
Notes £'0600 £'000 £000 £'000 £°000 $'000
Turnover 2
Switched 274,321 405,269 532,647 -— 532,647 774,628
Non-switched 124,587 232,857 366,705 -— 366,705 533,299
Other 2,644 48,851 6,335 - 6,335 9,213
401,552 686,977 905,687 - 905,687 1,317,140
Cost of sales
Interconnect and network (273,166) (478,215) (642,524) (62,382) (704,906) (1,025,145)
Network depreciation (50,439) (88,689) (163,393) (73,371) (236,764) (344,328)
(323,605) (566,904) (805,917) (135,753) (941,670) (1,369,471)
Gross profit (loss) 77,947 120,073 99,770 (135,753) (35,983) (52,331)
Operating expenses
Selling, general and administrative (129,072) (181,674) (237,111) (27,870) (264,981) (385,362)
Other depreciation and amortisation (14,196) (23,312) (47,012) (11,955) (58,967) (85,755)
(143,268) (204,986) (284,123) (39,825) (323,948) (471,117)
Operating loss (65,321) (84,913) (184,353) (175,578) (359,931) (523,448)
Other income (expense)
Interest receivable 32,649 80,500 60,727 -— 60,727 88,315
Gain on purchase of debt -— -— -— 58,774 58,774 85,475
Amounts written off investment
in own shares 14 - -— - (2,757) (2,757) (4,009)
Interest payable and similar charges 6 (66,055) (104,794) (111,952) -— (111,952) (162,812)
Exchange gain (loss) (2,534) (7,653) (5,230) -— (5,230) (7,606)
(35,940) (31,947) (586,455) 56,017 (438) (837)

Loss on ordinary activities before taxation 3 (101,261) (116,860) (240,808) (119,561) (360,369) (524,085)

Taxation 8 -— -— - -— -- -
Loss for period (101,261) (116,860) (240,808) (119,561) (360,369) (524,085)
Basic and diluted loss per share 9 £(0.16) £(0.17) £(0.32) £(0.16) £(0.48) $(0.70)

All of the Group’s activities are continuing. There is no difference between the loss on ordinary activities before taxation and the retained loss
for the periods stated above, and their historical cost equivalents.

Details on exceptional items are provided in note 7, there were no exceptional items in 1999 or 2000.

The accompanying notes are an integral part of the financial statements
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At 31 December

2000 2001 2001
Notes £°000 £'000 $000
Fixed assets
Intangible fixed assets 10 14,391 22,417 32,601
Tangible fixed assets 11 1,309,525 1,793,077 2,607,672
Investment in own shares 14 4,492 615 894
Total fixed assets 1,328,408 1,816,109 2,641,167
Current assets
inventory for future sale 12 31,874 -— -—
Trade debtors 13 217,444 195,270 283,981
Prepaid expenses and other debtors 13 119,871 111,936 162,789
Investments in liquid resources 19 1,611,030 1,259,080 1,831,080
Cash at bank and in hand : 19 43,561 45,397 66,021
Total current assets 2,023,780 1,611,683 2,343,871
Total assets 3,352,188 3,427,792 4,985,038
Capital and reserves 14
Called up share capital 17,524 37,681 54,799
Share premium 1,833,320 2,314,229 3,365,583
Merger reserve 14,845 27,170 39,513
Shares to be issued 4,286 721 1,049
Profit and loss account (368,118) (755,442) (1,098,639)
Equity shareholders’ funds 1,501,857 1,624,359 2,362,305
Creditors
Amounts falling due within one year 15 424,024 424,002 616,626
Amounts falling due after more than one year 16
Convertible debt 757,737 657,417 956,082
Non-convertible debt 668,570 660,608 960,722
Total amounts falling due after more than one year 1,426,307 1,318,025 1,916,804
Total creditors 1,850,331 1,742,027 2,533,430
Provisions for liabilities and charges 17 -— 61,406 89,303
Total liabilities, capital and reserves 3,352,188 3,427,792 4,885,038

Approved by the Board of Directors on 21 February 2002 and signed on its behalf by:

James C. Curvey, Chairman of the Board of Directors
Peter D. Manning, President, Chief Executive Officer and Director

The accompanying notes are an integral part of the financial statements
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Year ended 31 December

1299 2000 2001 2001
Notes £'000 £000 £'000 $°000
Net cash inflow (outflow) from operating activities 18 (33.418) (37,202) 39,682 57,709
Returns on investments and servicing of finance
Interest received 24,769 67,598 81,020 117,827
Interest paid, finance costs and similar charges 19 (49,204} (55,211) (54,671) (79,508)
Net cash inflow (outflow) from returns on investments
and servicing of finance (24,435) 12,387 26,349 38,319
Capital expenditure and financial investment
Purchase of tangible fixed assets (373,760) (638,906) (804,251) (1,169,622)
Net cash outflow from capital expenditure
and financial investment (373,760) . (638,9086) (804,251) (1,169,622)
Acquisitions and disposals 20
Purchase of subsidiary undertakings -— -— (2,676) (3,892)
Net bank borrowings acquired -= -— (232) (337)
Net cash outflow from acquisitions and disposals -— -— (2,908) (4,229)
Management of liquid resources 19 (883,356) (67,248) 330,164 480,158
Financing 19
Issue of ordinary shares 705,262 494,722 498,885 725,528
Issue (purchase) of convertible debt 429,983 245,696 (59,946) (87,179)
Issue (purchase) of non-convertible debt 200,338 -— (24,705) (35,928)
Net cash infiow from financing 1,335,583 740,418 414,234 602,421
Increase in cash 19 20,614 9,449 3,270 4,756

The accompanying notes are an integral part of the financial statements
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Loss for period
Exchange differences

Total recognised losses

Year ended 31 December

Group Reconciliation of Changes
in Equity Shareholders’ Funds

Loss for period

Goodwill arising on acquisition (see note 14)

Issue of share capital

Conversion of notes

Shares to be issued

Charges related to the Free Share Scheme (see note 14)
Exchange differences

Net changes in equity shareholders’ funds
Opening equity shareholders’ funds

Closing equity shareholders’ funds

1999 20090 2001 2001
£'000 £°000 £000 $°000
(101,261) (116,860) (360,369) (524,085)
(41,863) 27,659 (23,590) (34,307)
(143,124) (89,201) (383,959) (558,392)
Year ended 31 December

1999 2000 2001 2001
£000 £'000 £000 $°000
(101,261) (116,860) (360,369) (524,085)
635 719 —- -—
707,029 500,959 510,064 741,786
41,201 94,786 - -
7,433 (7,032) (3,565) (5,185)
633 751 (38) (55)
(41,863) 27,659 (23,590} (34,307)
613,807 500,982 122,502 178,154
387,068 1,000,875 1,501,857 2,184,151
1,000,875 1,501,857 1,624,359 2,362,305

The accompanying notes are an integral part of the financial staterments
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COLT Telecom Group plc (“COLT” or the “Company”) together with its subsidiaries is referred to as the “Group”. The Group financial
statements consolidate the financial statements of the Company and its subsidiaries up to 31 December 2001.
Accounting policies

The principal accounting policies, which have been applied consistently for all years, are set out below. The Group adopted Financial
Reporting Standard 18 “Accounting Policies” during the year.

As permitted by paragraph 3 (3) of Schedule 4 of the Companies Act 1985, the directors have adapted the prescribed profit and loss format
in a manner appropriate to the nature of the Group’s business.

Certain British pound amounts in the financial statements have been translated into U.S. dollars at 31 December 2001 and for the year then
ended at the rate of $1.4543 to the British pound, which was the noon buying rate in the City of New York for cable transfers in British pounds
as certified for customs purposes by the Federal Reserve Bank of New York on such date. Such translations should not be construed as
representations that the British pound amounts have been or could be converted into U.S. dollars at that or any other rate.

Basis of accounting

The financial statements have been prepared in accordance with applicable Accounting Standards in the United Kingdom, under the
historical cost convention.

Turnover

Turnover represents amounts earned for services provided to customers (net of value added tax). Contracted income invoiced in advance
for fixed periods is taken to income in the month of actual service provision. Installation revenue is recognised in the month in which the
installation takes place.

Turnover attributable to infrastructure sales in the form of indefeasible rights-of-use (“IRUs”) with characteristics which qualify the transaction
as an outright sale, or transfer of title agreements are recognised at the time of delivery and acceptance by the customer.

Cost of sales

Cost of sales includes payments made to other carriers, depreciation of network infrastructure and equipment, direct network costs and
construction costs associated with infrastructure sales.

Cperating leases

Costs in respect of operating leases are charged on a straight-line basis over the lease term.

Goodwill

Goodwill arising on all acquisitions since 1 January 1998 is capitalised in the year in which it arises and is amortised through the profit and
loss account on a straight line basis over its useful economic life.

Goodwill arising on the acquisitions of ImagiNet and Fitec is being amortised over 10 years (see note 10).

Goodwill arising on all acquisitions prior to 1 January 1998 remains written off against reserves. This goodwill has been written off as a matter
of accounting policy and would be taken to the profit and loss account on disposal of the relevant business.

Tangible fixed assets

Tangible fixed assets are recorded at historical cost. Network infrastructure and equipment comprises assets purchased and built, at cost,
together with capitalised labour, directly attributable to the cost of construction.

Depreciation is calculated to write off the cost, less estimated residual values of tangible fixed assets, on a straight-line basis over their
expected economic lives as follows:

Network infrastructure and equipment 5%-20% per annum
Office computers, equipment, fixtures and fittings and vehicles 10%-33% per annum

Depreciation of network infrastructure and equipment commences from the date it becomes operational. No depreciation is provided for
payments on account and assets under construction.

TU¥Y
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Long lived assets

Long lived assets and certain identifiable intangibles are reviewed for impairment whenever events or changes in circumstances indicate that
carrying amounts may not be recoverable.

Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to future discounted net cash
flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognised is the amount
by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the
carrying amount or fair value, less costs to sell.

Inventory for future sale

Inventory for future sale, represents ducts within the Group’s multi-duct inter-city network intended to be sold, and is stated at the lower of
cost or net realisable value. Cost includes an appropriate proportion of direct overheads.

Licences

Annual amounts payable for telecommunications licences have been expensed as incurred.

Deferred taxation

Provision is made for deferred taxation, using the liability method, on all material timing differences to the extent that it is probable that a
liabitity or asset will materialise.

Pension scheme

The Group operates a number of defined contribution pension schemes through its subsidiaries. Pension costs are charged to the profit and
loss account on an accruals basis in the period in which contributions are payable fo the schemes.

Foreign currencies and derivative financial instruments

Transactions denominated in foreign currencies are translated at the rate prevailing at the time of the transaction. Monetary assets and
liabilities are translated at the period end rate. Exchange differences arising from the retranslation of the opening net assets of foreign
subsidiaries, denominated in foreign currencies, and any related loans, together with the differences between profit and loss accounts
translated at average rates and rates ruling at the period end are taken directly to reserves.

Translation differences on intra-group currency loans and foreign currency borrowings to the extent that they are used to finance or hedge
group equity investments in foreign enterprises are taken directly to reserves together with the exchange differences on the carrying value
of the related investments.

Forward exchange contracts are deemed hedges only where they relate to actual foreign currency assets and liabilities or commitments
which have been identified and where they involve the same, or similar, currency as the hedged transaction and reduce the risk to the Group’s
operations arising from foreign currency exchange movements. Gains and losses on forward exchange contracts deemed as hedges are
deferred and included in the value of the related foreign currency transaction. No other derivative instruments are used by the Group.

All other exchange differences are taken to the profit and loss account.

Liguid resources

Liquid resources include surplus cash invested in marketable government securities or placed on short term deposit.

we make business
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Factors used to identify reporting segments

The Group operates in a single business segment, telecommunications, and in geographical areas as shown below. Telecommunications
services are provided in a number of European cities, each controlled and managed by local management teams. Local management teams
are managed on a country or regional basis.

As services between cities and countries increase as a proportion of total telecommunications services, the Company may implement
additional or revised management structures.

In the tables below, South Region comprises Italy, Portugal, Spain and Switzerland while North Region covers Austria, Belgium, Denmark,
The Netherlands and Sweden.
Products and services within each reportable segment

Turnover is attributed to a single business segment and, within geographical areas, is classified as Switched, Non-switched and Other
as shown below.

Turnover by destination is not materially different from turnover by origin.

Measurement of segment performance

Accounting policies adopted by each segment and for each geographical area are described in note 1. Management evaluates performance
based upon profit or loss on ordinary activities before taxation.

Segmental analysis for the year ended 31 December 2001:

United
Kingdom Corporate
and South North and
Ireland Germany France Region Region eliminations Total
Turnover £:000 £°000 £'000 £'000 £'000 £'000 £'000 $°'000
Switched 167,685 201,455 74,804 95,314 71,807 (78,418) 532,647 774,628
Non-switched 102,735 116,511 64,776 63,412 35,085 (15,824) 366,705 533,299
Other (i) —-— 5,143 - 1,173 159 (140) 6,335 9,213
Inter region revenue (13,580}  (18,790) (4,541) (18,856) (38,615) 94,382 —-— -
256,840 304,319 135,039 141,043 68,446 —-—- 905,687 1,317,140
Depreciation and amortisation
(including impairment provisions) (66,279) (74,650) (30,059) (41,160) (56,449) (27,134) (295,731) (430,081)
Interest (payable) receivable (1,064) (40,502) (19,597) (22,0689) (24,458) 56,465 (51,225)  (74,497)

Profit (loss) on ordinary activities before
taxation and exceptional items (i) (ii) (15,088) (66,892) (47,501) (46,574) (67.889) 3,136 (240,808) (350,207)

Profit (loss) on ordinary activities before
taxation and after exceptional items (i) (i) (34,857) (141,331) (48,435) (70,319) (120,870) 55443 (360,369) (524,085)

Expenditure on fixed assets 170,617 168,087 150,351 167,749 121,929 30,532 809,265 1,176,914
Tangible fixed assets 396,312 529,323 300,734 296,331 248,270 22107 1,793,077 2,607,672
Total assets 464,842 650,221 383,041 364,359 277,694 1,287,635 3,427,792 4,985,038
Net operating assets (jii) 365,945 519,136 318,254 273,713 187,354 18,899 1,683,304 2,448,029

(i) Germany “Other” turnover includes infrastructure sales of £3,823,000 which had associated cost of sales of £2,415,000.

(i) Results for the United Kingdom and Ireland include a charge of £2,195,000 under the Company’s Share Symmetry Scheme and results
for the South Region include a charge of £1,132,840 under the same scheme. These charges are eliminated on consolidation.
The business in Ireland recorded a loss on ordinary activities before taxation of £5,748,000 on turnover of £832,000 and had net
operating assets at 31 December 2001 of £22,234,000.

(i} Net operating assets excludes investments in liquid resources and creditors falling due after more than one year.
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Segmental analysis for the year ended 31 December 2000:

United
Kingdom Corporate
and South North and
Ireland Germany France Region Region efiminations Total
Turnover £'000 £'000 £'000 £000 £'000 £000 £'000 $°000
Switched 160,343 139,307 57,610 66,852 38,530 (57.373) 405,269 589,383
Non-switched 74,608 79,683 36,423 25,245 25,091 (8,193) 232,857 338,644
Other (i) - - 47,579 -— 858 480 (66) 48,851 71,044
Inter region revenue (7,902)  (19,515) (5,076) (12,487) (20,652) 65,632 —-— ——
227,049 247,054 88,957 80,468 43,449 -— 686,977 999,071
Depreciation and amortisation (36,771)  (35,248) (16,369) (10,336) (11,709) (1,568) (112,001) (162,883)
Interest (payable) receivable 567 (29,118)  (12,525) (9,927) (14,279) 40,988 (24,294)  (35,331)
Profit (loss) on ordinary activities
before taxation (i) (ii) (41,731) (38,882) (31,551) (24,121) (34,885) 54,310 (116,860) (169,948)
Expenditure on fixed assets 133,415 241,128 110,754 115,820 91,744 10,179 703,040 1,022,431
Tangible fixed assets 294,338 456,537 188,134 173,992 175,885 20,639 1,309,525 1,904,442
Total assets 352,251 645,263 270,800 219,094 203,078 1,661,702 3,352,188 4,875,087
Net operating assets (iii) 267,166 501,512 201,269 174,529 157,742 14,916 1,317,134 1,915,508

(i) Germany “Other” turnover includes infrastructure sales of £46,212,000 which had associated cost of sales of £27,222,000.

(i) Results for the United Kingdom and Ireland include a payment of £40,870,000 made to the COLT Qualifying Share Ownership Trust
("QUEST", see note 14) and a gain of £5,864,000 resulting from the transfer of investments in subsidiaries to a holding company within
the Group. This gain is eliminated upon consolidation.

(iii) Net operating assets excludes investments in liquid resources and creditors falling due after more than one year.

Segmental analysis for the year ended 31 December 1999:

Corporate
United South North and
Kingdom Germany . France Region Region eliminations Total
Turnover £'000 £000 £'000 £'000 £'000 £'000 £'000 $'000
Switched 138,333 99,382 33,791 33,346 7,751 (38,282) 274,321 398,945
Non-switched 50,996 41,085 17,341 7,147 10,955 (2,937) 124,587 181,187
Other 20 1,557 10 471 602 (16) 2,644 3,845
Inter region revenue (6,789)  (16,590) (4,302) (9,315) (4,239) 41,235 -~ -=
182,560 125,434 46,840 31,649 15,089 —— 401,552 583,977
Depreciation and amortisation (23,872)  (21,740) (8,021) (4,294) (6,315) (393) (64,635) (93,999)
Interest (payable) receivable (12,419)  (14,705) (5,447) (3,742) (8,833) 11,740 (33,406) (48,582)
Profit (loss) on ordinary activities
before taxation (15,625) (31,688) (17,202) (14,066) (27,035) 4,355 (101,261) (147,264)
Expenditure on fixed assets 96,928 171,505 72,825 47171 43,983 6,136 438,548 637,780
Tangible fixed assets 197,623 246,264 87,650 65,290 93,711 11,092 701,630 1,020,381
Total assets 249,414 324,291 132,019 83,827 106,446 1,546,184 2,442,181 3,551,664
Net operating assets (i) 185,366 237,852 108,283 62,440 90,292 2,111 686,344 998,150

(i} Net operating assets excludes investments in liquid resources and creditors falling due after more than one year.
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N Loss on ordinary activities before taxation is stated after charging:
. Year ended 31 December

] 1999 2000 2001 2001
£'000 £'000 £'000 $'000
Employee costs 79,551 112,780 177,250 257,775
Depreciation of tangible fixed assets 62,878 109,702 293,156 426,336
Amortisation of goodwill 1,757 2,299 2,575 3,745
Operating lease rentals—property 10,916 17,392 32,845 47,766
—other 23,259 35,996 42,593 61,943

Remuneration of auditors
Audit services (Company £85,000 (2000:£85,000, 1999:£80,000)) 579 580 662 963
Taxation services 246 229 311 452
Other services -— —— 7 10

In addition to the above, the auditors received £145,000 {2000:£60,000, 1999:£200,000) for services in connection with the equity and debt
offerings described in notes 14 and 16. These costs have been deducted from the proceeds of the offerings.

Earnings before interest, taxes, depreciation, exchange differences and amortisation (“EBITDA”)

Year ended 31 December

1999 2000 2001 2001
£'000 £°000 £'000 $°000
Loss for period before exceptional items (101,261) (116,860) (240,808) (524,085)
Plus:
Network depreciation 50,439 88,689 163,393 344,326
Other depreciation and amortisation 14,196 23,312 47,012 85,755
Interest payable and similar charges 66,055 104,794 111,952 162,812
Exchange (gain) loss 2,534 7,653 5,230 7,606
Less:
Interest receivable (32,649) (80,500) (60,727) (88,315)
EBITDA before exceptional items (686) 27,088 26,052 (11,901)
Exceptional items (excluding depreciation) -— - (34,235) (85,475)
EBITDA after exceptional items (686) 27,088 (8.183) (97,376)

In 2001, EBITDA resulting from infrastructure sales was £1,414,000 (2000:£18,930,000, 1999:nil)

4. Directors’ Emoluments

Aggregate emoluments for directors of COLT for their period of directorship:
Year ended 31 December

2000 2001 2001

£000 £°000 $°000

Salaries and fees ) 619 971 1,412
Other benefits 82 32 47
Aggregate emoluments 701 1,003 1,459
Pension contributions 37 65 94
738 1,068 1,553

Gain on exercise of options 7,240 3,220 4,683

See pages 37 to 40 for additional disclosures.
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The average monthly number of persons employed by the Group during the pericd was:
Year ended 31 December

1999 2000 2001

By category:
Engineering and operations 1,083 1,840 2,669
Sales and marketing 414 791 1,139
Administration X 424 650 1,081
1,921 3,281 4,889

Year ended 31 December

1999 2000 2001 2001
£000 £000 £'000 $°000
Employee costs (for the above persons):

Wages and salaries 82,223 126,929 193,947 282,057
Social security costs 17,833 22,364 35,028 50,941
Other pension costs 3,204 6,986 8,510 12,376
103,260 156,279 237,485 345,374
Less: employee costs capitalised (23,709) (43,499) (60,235) (87,599)
79,551 112,780 177,250 257,775

Capitalised employee costs are included in fixed asset additions within the appropriate asset category.

Long-Term Incentive Plan (“Incentive Plan”)

COLT Inc. {a wholly owned subsidiary of FMR Corp.) established, effective 1 December 1995, an Incentive Plan providing for the issuance,
to key employees of the Group, of incentive deferred compensation in the form of interests in the appreciation in the value of the Company’s
ordinary shares over a specified base amount (“Incentive Units”). The Incentive Plan was not assumed by COLT in the Group's reorganisation
prior to its initial public offering, and remains the obligation of COLT Inc. There have been no additional Incentive Units awarded under the
Incentive Plan.

COLT Inc.’s obligations to employees holding Incentive Units have been satisfied by the creation of an irrevocable trust for the benefit of such
holders, and the funding by COLT Inc. of the trust with ordinary shares of COLT. As each holder becomes entitied to a payment, the trust sells
ordinary shares and transfers an approximately equivalent amount of cash to such holder in retirement of such holder's units. To the extent
that the Group continues to be responsible for employer taxes related to Incentive Pian employees payments, expenses for the years ended
31 December 1999 and 2000 amounted to approximately £4,073,000 and £497,000 respectively with a credit of £175,000 for the year ended
31 December 2001. These amounts are included in the table above.

8. Interest Payable and Similar Charges

Year ended 31 December

1999 2000 2001 2001

£000 £'000 £000 $'000

Accretion on junior subordinated convertible debentures (1,232) -- - -
Interest and similar charges on senior convertible notes (18,233) (40.412) (43,294) (62,963)
Accretion and similar charges on senior discount notes (18,567) (22,671) (26,392) (38,382)
Interest and similar charges on senior notes (27,390) (41,033) (41,266) (60,013)
Charges payable in respect of bank facility (310) (309) (297) (432)
Other interest payable and similar charges (323) (369) (703) (1,022)
(66,055) (104,794) (111,952) (162,812)
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During 2001 the Company recognised an aggregate operating exceptional charge of £175,578,000. This charge reflects a provision of
£85,326,000 for the write down of the book value of certain assets including Internet Solution Centres capacity, equipment and electronics,
selected IT software developments and leasehold improvements in excess leased space, a charge of £28,846,000 reflecting the write down
of inventory held for future sale and a charge of £61,406,000 reflecting provisions against future rents, services and reinstatement costs in
the internet Solution Centres and excess leased space.

The Company also recognised a charge of £2,757,000 relating to the revaluation of shares held in the COLT Qualifying Share Ownership
Trust for certain compensation plans as described in note 14.

During 2001, the Company purchased some of its convertible and non-convertible debt for a cash outlay of £84,651,000 resulting in a
exceptional gain of £58,774,000. The taxable profit earned on these transactions, which is not expected to be material, will be absorbed by
tax losses and therefore did not give rise to a tax obligation. Further details on the purchases are provided within note 16.

There were no exceptional items in 1999 or 2000.

8. Taxation

There is no tax charge arising in the years ended 31 December 1299, 2000 and 2001 as the Group had no taxable profits.
Net tax losses carried forward amounted to:
At 31 December

2000 2001 2001

£'000 £000 $°000
United Kingdom and Ireland (15,036) (140,663) (204,566)
Germany (70,319) (151,880) (220,879)
France (14,011) (40,399) (58,752)
South Region (33,756) (60,148) (87,473)
North Region (75,196) (161,279) (234,548)

These amounts are not time limited, but must be utilised in the country in which they arose. The losses carried forward remain subject
to legistative provisions and to agreements with the various tax authorities in jurisdictions where the Group operates.

No deferred tax asset has been recognised in the financial statements. The unprovided potential deferred tax asset is as foliows:

At 31 December

2000 2001 2001

£000 £'000 $°000
Excess of capital allowances over depreciation (2000:depreciation over capital allowances) (19,125) 4,786 6,960
Short term timing differences (2,320) (15,164) (22,053)
Potential deferred tax asset (21,445) (10,378) (15,083)
Add losses available (80,069) (196,150} (285,261)
Total potential deferred tax asset after addition of losses (101,514) (206,528) (300,354)

There is a further potential deferred tax asset of £4,382,000 (2000:£4,382,000) which relates to timing differences on the accretion of the
senior discount notes.

9. Loss Per Share

Basic loss per share is based upon the loss after tax for each period and the weighted average ordinary shares issued for the period.
All potential ordinary shares issuable have an anti-dilutive effect on basic loss per share for each financial year presented and therefore these
potential shares have been excluded in the calculation of diluted loss per share.

Year ended 31 December

1999 2000 2001 2001

£'000 £000 £'000 $000
Loss for period (101,261) (116,860) (360,369) (524,085)
Weighted average ordinary shares issued (‘000) 631,816 693,385 745,550 745,550
Basic and diluted loss per share £(0.16) £(0.17) £(0.48) $(0.70)
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Total Total
£000 $’000
Cost
At 1 January 1999 17,348 25,229
Additions 9,199 13,378
Exchange differences (2,142) (3,115)
At 31 December 1999 24,405 35,492
Movement (5,291) (7,695)
Exchange differences 105 153
At 31 December 2000 19,219 27,950
Movement 10,945 15,918
Exchange differences (488) (710}
At 31 December 2001 29,676 43,158
Accumulated amortisation
At 1 January 1999 867 1,261
For the year 1,757 2,555
Exchange differences (183) (266)
At 31 December 1999 2,441 3,550
For the year 2,299 3,343
Exchange differences 88 128
At 31 December 2000 4,828 7,021
For the year 2,575 3,745
Exchange differences (144) (209)
At 31 December 2001 7,259 10,557
Net book value
At 31 December 1999 21,964 31,942
At 31 December 2000 14,391 20,929
At 31 December 2001 22,417 32,601

Intangible fixed assets comprise purchased goodwill arising on the acquisition of Planet SA and its subsidiary Imaginet SA (together
“ImagiNet”) on 15 July 1998 and of Fitec SA and its subsidiaries Apogee Communications SA and Asthea Ingenierie SARL (together “Fitec”)
on 3 July 2001. Purchased goodwill is being amortised over 10 years for both ImagiNet and Fitec. The goodwill is attributable to the market
position and business development both of ImagiNet and Fitec at the date of acquisitions and the amortisation period reflects the period
during which the directors estimate the value of the underlying business will exceed the value of the underlying assets.

The purchase price of ImagiNet was 120,000,000 French francs, with the consideration in the form of 2,100,000 French francs and the issue
of 1,871,500 ordinary shares, of which 1,395,292 were issued upon completion.

For the period ending 31 December 1999 the valuation of the 476,208 ordinary shares deferred as at 31 December 1998 was increased to
£14.83, the market price on 2 August 1999, in respect of the 119,052 ordinary shares issued on that date and to £31.89, the market price at
year-end, in respect of the 357,156 ordinary shares remaining to be issued in 2000.

For the period ending 31 December 2000 the valuation of the 357,156 ordinary shares deferred as at 31 December 1999 was decreased to
£29.18, the market price on 31 January 2000, in respect of the 59,526 ordinary shares issued on that date and to £14.40, the market price
at year-end, in respect of the 297,630 ordinary shares remaining to be issued in 2001.

For the period ending 31 December 2001 the valuation of the 297,630 ordinary shares deferred as at 31 December 2000 was increased
to £16.10, the market price on 8 January 2001, in respect of the 297,630 shares issued on that date.

The purchase price of Fitec was in the form of 34,196,000 French francs and the issue of 1,836,576 ordinary shares, of which 26,485,000
French francs was paid and 1,518,792 ordinary shares issued upon completion. The valuation of the shares issued upon completion was
£4.99, the market price on that date.

The remaining 7,711,000 French francs will be paid and 317,784 ordinary shares issued over the next two years subject to certain operational
and performance criteria being met.

For the pericd ending 31 December 2001 the valuation of the 317,784 ordinary shares deferred as at 31 December 2001 was £1.14, the share
market price at year-end.

The issue of these ordinary shares during the year represents a major non-cash transaction.
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Cost

At 1 January 1999
Additions

Disposals

Exchange differences
At 31 December 1999
Additions

Disposals

Exchange differences
At 31 December 2000
Additions

Disposals

Exchange differences

At 31 December 2001

Accumulated depreciation

At 1 January 1999
For the year
Disposals

Exchange differences
At 31 December 1999
For the year
Disposals

Exchange differences
At 31 December 2000
For the year
Disposals

Impairment charge
Exchange differences

At 31 December 2001

Net book value
At 31 December 1999

At 31 December 2000

At 31 December 2001

Computers,

Network  eguipment,

infrastructure fixtures

and and fittings
equipment and vehicles Total Total
£°000 £'000 £'000 $'000
383,398 31,154 414,552 602,883
386,151 52,397 438,548 637,780
(334) (793) (1.127) (1,639)
(39,917) (3,198) (43,115) (62,702)
729,298 79,560 808,858 1,176,322
627,396 75,644 703,040 1,022,431
(8,688) (1,041) (9,729) (14,149)
18,969 1,608 20,577 29,925
1,366,975 155,771 1,522,746 2,214,529
739,996 69,269 809,265 1,176,914
(6.150) (8,123) (14,273) (20,757)
(30,191) (2,818) (33,009) (48,005)
2,070,630 214,099 2,284,729 3,322,681
42,704 6,840 49,544 72,052
50,439 12,439 62,878 91,443
(188) (1,298) (1,486) (2,161)
(3,306) (402) (3,708) (5,393)
89,649 17,579 107,228 155,941
88,689 21,013 109,702 159,540
(5,396) (942) (6,338) (9,217)
2,066 563 2,629 3,823
175,008 38,213 213,221 310,087
163,393 44,437 207,830 302,247
(5,067) (5,274) (10,341) (15,039)
73,371 11,855 85,326 124,080
(3,350) (1,034) (4,384) (6,376)
403,355 88,297 491,652 715,009
639,649 61,981 701,630 1,020,381
1,191,967 117,558 1,309,525 1,904,442
1,667,275 125,802 1,793,077 2,607,672

Included in network infrastructure and equipment are payments on account and assets under construction of £127,533,000, £179,215,000
and £124,188,000 at 31 December 1999, 2000 and 2001, respectively. Assets under construction at 31 December 2001 includes £11,988,000
(2000:£40,250,000, 1999:£86,218,000) associated with construction of the Group’s inter-city network.

£73,371,000 of the impairment charge relates to the closing or “mothballing” of Internet Solution Centres (“ISCs”) and reflects the write
off of fixed assets within those ISCs which, in the opinion of the directors, have no realisable value. The remaining £11,955,000 of the
impairment charge relates to leasehold improvements in vacated properties and software development costs for systems that wilt no longer
be implemented.
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At 31 December

2000 2001 2001
£'000 £'000 $'000
Work in progress 31,874 -— ——

At 31 December 2001, the inventory held for future sale, represented by ducts in the Group’s inter-city network which the Group intended to
sell, has been written off, reflecting the directors’ assessment of their realisable value.

13. Debtors - Amounts Falling Due Within One Year

Trade debtors:
At 31 December

2000 2001 2001

£'000 £000 $'000

Trade debtors 229,002 218,154 317,261
Provision against doubtful accounts (11,558) (22,884) (33,280)
217,444 195,270 283,981

Prepaid expenses and other debtors:
At 31 December

2000 2001 2001

£'000 £'000 $'000

Other debtors 45,118 44,175 64,244
Prepayments and accrued income 37,655 27,714 40,305
VAT recoverable 37,098 40,047 58,240
119,871 111,936 162,789
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Capital

Crdinary shares of
2.5 pence each

No’000 £'000
Authorised share capital 2,075,000 51,875
Called up share capital:
At 1 January 1999 593,461 14,837
Issued in 1999 47,742 1,194
Shares issued upon acquisition (see note 10) 119 3
Exercise of warrants 5,639 141
Conversion of notes (see note 16) 22,786 569
At 31 December 1999 669,747 16,744
Issued in 2000 18,819 470
Shares issued upon acquisition (see note 10) 60 1
Exercise of warrants 2,184 55
Conversion of notes (see note 16) 10,141 254
At 31 December 2000 700,951 17,524
Issued in 2001 804,174 20,104
Shares issued upon acquisition (see note 10) 1,816 45
Exercise of warrants 300 8
At 31 December 2001 1,507,241 37,681

At 31 December 2001 ($°000) 54,799

At 31 December 2001 the authorised share capital was 2,074,999,996 (2000:999,999,996) ordinary shares of 2.5 pence each and one special
voting rights redeemable share of 10p each. Certain special rights, set out in the Company's articles of association, attach to the special voting
rights share. This share, which confers no right to profits, but entitles the holder to be paid on priority to other classes of shareholder.

In March 1999, the Company completed the sale of 26,550,000 ordinary shares of 2.5 pence each raising proceeds of £300,015,000 (issue
price £11.30) before expenses of £10,501,000. In April 1999, the underwriters of the Company’s equity placement exercised their option to
purchase an additional 1,280,000 ordinary shares raising proceeds of £14,464,000 before expenses of £506,000.

In December 1999, the Company completed the sale of 14,625,000 ordinary shares of 2.5 pence each raising proceeds of £399,994,000
(issue price £27.35) before expenses of £10,294,000.

In March 2000, the Company completed the sale of 9,900,000 ordinary shares of 2.5 pence each raising proceeds of £381,348,000 (issue
price £38.52) before expenses of £9,619,000. In Aprit 2000, the Company completed the sale of an additional 3,000,000 ordinary shares of
2.5 pence each (issue price £38.52), raising proceeds of £115,560,000 before expenses of £2,889,000.

In December 2001, the Company completed the sale of 801,317,468 ordinary shares of 2.5 pence each raising proceeds of £496,817,000
(issue price £0.62) before expenses of £3,217,000.

Warrants

In December 1996, the Company issued US$314,000,000 aggregate principal amount at maturity of senior discount notes in the form of
314,000 units, each unit consisting of one 12% senior discount note and one warrant to purchase 31.2 ordinary shares from the Company
at an exercise price of £0.7563 per share. The warrants may be exercised at any time prior to the close of business on 31 December 2008.
Warrants that are not exercised by such date will expire. In accordance with the terms of the warrants, following the completion of the
Company'’s sale of ordinary shares in December 2001, the number of shares underlying each outstanding warrant and the warrant exercise
price were adjusted to 45.323 ordinary shares and £0.5206 per ordinary share, respectively. At 31 December 2001, warrants to purchase
881,770 ordinary shares were outstanding. The Company has authorised and has reserved for issuance such number of ordinary shares as
will be issuable upon the exercise of all outstanding warrants.
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The Option Plan was adopted on 7 November 1396, for the issuance to key employees of the Group of incentive compensation related to the
public market performance of the Company’s ordinary shares. The Option Plan is divided into two parts; the "Approved Part” approved by the
U.K. Inland Revenue for the purposes of the Income and Corperation Taxes Act 1988, and the “Unapproved Part” which is not so approved.
Options may be granted by the Compensation Committee to directors and employees of the Group under either part of the Option Plan.
Individuals who provide services to COLT may also be permitted to participate in the Unapproved Part.

Options granted under the Approved Part will not normally be exercisable until the third anniversary of the date of grant. Options granted
under the Unapproved Part may become exercisable earlier than the third anniversary. Options may be exercised early on death (or in certain
other limited circumstances). Unless the Compensation Committee agrees otherwise, options lapse when an option holder ceases to be an
employee. The Compensation Committee, in its discretion, may determine in connection with each grant of options, the terms of vesting and
whether or not vesting will be accelerated upon a change of control event. Options are not transferable.

Option Plan awards are based on an employee’s level of responsibility, performance and term of service. Options will be granted at an option
price which is not less than the market value of the ordinary shares on the date of grant and will normally only be granted within six weeks
of the announcement of COLT'’s results for any period. The grant of options to subscribe for new shares, under each of the plans is limited so
that new shares in respect of which options to subscribe are granted may not, when added to the shares issued or remaining issuable under
any share option scheme, or issued under any share incentive scheme, in the previous 10 years, exceed 10% of the then issued equity share
capital of the Company.

At 31 December 2001, options outstanding under the Option Plan, together with their exercise prices and dates, were as follows:

Number of ordinary shares under option

Date of Exercise Dates of Date of
grant price vesting expiration Granted Exercised Lapsed Outstanding
Dec 96 £0.688 Dec 97 to Dec 01 Dec 06 25,824,000 9,787,636 5,200,364 10,836,000
Jan 97 £0.779 Jan 98 to Jan 02 Jan 07 396,000 178,400 149,600 68,000
Apr 97 £0.706 Apr 98 to Apr 02 Apr Q7 1,280,000 665,400 304,000 310,600
Aug 97 £0.956 Aug 98 to Aug 02 Aug 07 2,488,000 722,000 422,400 1,343,600
Nov 97 £1.285 Nov 98 to Nov 02 Nov 07 3,196,000 1,418,362 512,800 1,264,838
Dec 97 £1.700 Dec 98 to Dec 02 Dec 07 4,204,000 1,104,400 388,000 2,711,600
Feb 98 £2.738 Feb 99 to Feb 03 Feb 08 140,000 56,000 - 84,000
Feb 98 £2.743 Feb 99 to Feb 03 Feb 08 900,000 530,220 - 369,780
May 98 £4.756 May 99 to May 03 May 08 830,000 207,750 36,000 586,250
Aug 98 £6.600 Aug 99 to Aug 03 Aug 08 2,906,000 591,544 1,226,800 1,087,656
Nov 98 £7.494 Nov 99 to Nov 03 Nov 08 1,408,075 113,215 633,200 661,660
Dec 98 £7.877 Dec 99 to Dec 03 Dec 08 100,000 - 100,000 -
Mar 99 £11.300 Mar 00 to Mar 04 Mar 09 990,000 122,500 168,000 699,500
Apr 99 £10.934 Apr 00 to Apr 04 Apr 09 1,000,000 150,000 - 850,000
May 99 £12.254 May 00 to May 04 May 09 585,000 58,000 171,000 356,000
Aug 99 £12.744 Aug 00 to Aug 04 Aug 08 930,000 15,000 140,000 775,000
Nov 99 £21.000 Nov 00 to Nov 04 Nov 09 800,500 - 164,000 636,500
Dec 99 £24.394 Dec 00 to Dec 04 Dec 09 740,000 - 70,000 670,000
Feb 00 £36.177 Feb 01 to Feb 05 Feb 10 745,000 - 275,000 470,000
May 00 £22.610 May 01 to May 05 May 10 792,500 - 202,500 590,000
Jun 00 £26.660 Jun 01 to Jun 05 Jun 10 846,000 - 80,000 766,000
Aug 00 £19.157 Aug 01 to Aug 05 Aug 10 1,181,500 - 175,000 1,006,500
Aug 00 £17.727 Aug 01 to Aug 05 Aug 10 317,500 - 78,750 238,750
Nov 00 £19.484 Nov 01 to Nov 05 Nov 10 800,000 - 120,000 680,000
Dec 00 £15.184 Dec 01 to Dec 05 Dec 10 757,441 - 122,162 635,279
Feb 01 £13.370 Feb 02 to Feb 06 Feb 11 2,401,040 - 240,914 2,160,126
Feb 01 £20.055 Feb 02 to Feb 06 Feb 11 400,000 - - 400,000
Feb 01 £26.740 Feb 02 to Feb 06 Feb 11 750,000 - - 750,000
May 01 £8.437 May 02 to May 06 May 11 866,500 - 15,000 851,500
May 01 £12.656 May 02 to May 06 May 11 250,000 - - 250,000
May 01 £16.874 May 02 to May 06 May 11 250,000 - - 250,000
Jun 01 £7.100 Jun 02 to Jun 06 Jun 11 2,688,750 - 174,000 2,514,750
Aug 01 £3.217 Aug 02 to Aug 06 Aug 11 1,464,500 - 30,500 1,434,000
Nov 01 £1.724 Nov 02 to Nov 06 Nov 11 231,000 - - 231,000
Dec 01 £1.561 Dec 02 to Dec 06 Dec 11 1,410,500 - 5,000 1,405,500
Total 64,869,806 15,720,427 11,204,990 37,994,389

In addition to options granted under the Option Plan, options to subscribe for 160,000 ordinary shares were granted to certain directors of
the Company, 32,000 of which vested on each of 17 December 1996, 1997, 1998, 1999 and 2000. The exercise price for the options which
vested in 1996, 1997, 1998, 1999 and 2000 were £0.6875, £1.65875, £8.50, £29.00 and £14.86 per share, respectively. At 31 December
2001, 96,000 options had been exercised.
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The SAYE Scheme was adopted on 17 June 1997, allowing for eligible employees to apply for an option to acquire ordinary shares under a
three or five year savings contract. The aggregate monthly contribution payable by an employee under the savings contract may not exceed
an amount established by the U.K. Inland Revenue for the purposes of the Income and Corporation Taxes Act 1888, currently £250 or the
local currency equivalent. The option exercise price per ordinary share may not be less than the higher of (a) 80% of the average of the middle
market quotations of an ordinary share for either three consecutive dealing days in the period of 30 days prior to the date of grant or the
dealing day prior to the date on which the exercise price is set and (b) the nominal value of an ordinary share on the date of grant.

In normal circumstances, an option may only be exercised while the participant remains employed within the Group and then only during
the six months starting at the date on which the savings contract matures. At the expiry of that period, the option will lapse. Earlier exercise
is permitted in certain circumstances where the participant's employment terminates or in the event of change of control, reorganisation or
amalgamation of the Company.

in December 1997, 2,289,000 options were granted under the SAYE Scheme with an exercise price of £1.19 per ordinary share. Each
such option vested on 1 March 2001 and at 31 December 2001 all options had been exercised.

In December 1998, 593,000 options were granted under the SAYE Scheme with an exercise price of £6.01 per ordinary share.
Each such option vests on 1 March 2002 and each optionholder entered into a three year savings contract. At 31 December 2001, 216,000
options were outstanding.

In December 1999, 441,000 options were granted under the SAYE Scheme with an exercise price of £16.656 per ordinary share.
Each such option vests on 1 March 2003 and each optionhclder entered into a three year savings contract. At 31 December 2001, 61,000
options were outstanding.

In December 2000, 804,000 options were granted under the SAYE Scheme with an exercise price of £11.784 per ordinary share.
Each such option vests on 1 March 2004 and each optionholder entered into a three year savings contract. At 31 December 2001, 163,000
options were outstanding.

In December 2001, 6,986,000 options were granted under the SAYE Scheme with an exercise price of £1.615 per ordinary share.
Each such option vests on 1 March 2005 and each optionholder entered into a three year savings contract. At 31 December 2001, 6,986,000
options were outstanding.

COLT Qualifying Share Ownership Trust (“QUEST”)

In March 2000, the Company established a QUEST to, inter alia, acquire shares in the Company to satisfy existing options granted under
the Company’s SAYE Scheme. The shares held by the trust are reported as “Investments in own shares” at a carrying value based on their
exercise price. The difference between the market price of the shares, on their date of issue, and the exercise price of the options reflected in
an increase in share premium is offset by a corresponding transfer from the profit and loss account. The remaining shares held in the Quest
will be utilised in full to part satisfy the options granted in December 2001 under the SAYE Scheme and were revalued in 2001 to reflect the
exercise price of £1.615. At 31 December 2001 the QUEST held 297,059 shares with a market value of £338,647.

COLT Free Share Scheme (“Free Share Scheme”)

The Free Share Scheme was adopted on 17 June 1997, allowing for eligible individuals who started employment with the Group before
1 September 1998 and remained an employee of the Group for two years from the date of grant, to receive 400 ordinary shares in the
Company. Eligible individuals who started employment after 1 September 1998 and remain an employee of the Group for two years from
the date of grant have or will receive 100 ordinary shares in the Company. Individuals who received options under the Option Plan or cash
incentive awards at the time of the Company’s initial public offering or thereafter were generally not awarded shares under the Free Share
Scheme. No payment is required from the employee.

On 22 March 1999 an Employee Benefit Trust ("EBT”") was established to purchase and hold shares due for distribution under the Free Share
Scheme. On 26 March 1999 the EBT purchased 440,000 ordinary shares at their nominal value of 2.5 pence each. On 13 December 2001,
the EBT subscribed for its pro rata share of the Company’s offering, purchasing 104,144 ordinary shares at £0.62 per share. This investment
is recorded within investment in own shares. At 31 December 2001 the EBT held 217,344 shares with a market value of £247,772.

Performance Share Plan

A Performance Share Plan was adopted on 25 May 2000. Under this plan, Executive Directors and other key executives will be entitled to
receive an award of shares according to an objective performance target set by the Compensation Committee.

At 31 December 2001, share awards outstanding under the Performance Share Plan, together with dates, were as follows:

Number of Ordinary Shares

Date of Date of
grant Date of vesting Expiration Granted Sold Lapsed QOutstanding
Feb-01 Feb-06 Feb-11 20,194 -— -— 20,194
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A Deferred Bonus Plan was adopted on 25 May 2000. Under this plan, selected senior employees will be entitled to receive an award of
shares representing a proportion (initially expected to be 50%) of the amount of their annual cash bonus.

At 31 December 2001, share awards outstanding under the Deferred Bonus Plan, together with dates, were as follows:

Number of Ordinary Shares

Date of
grant Dates of vesting Expiration Granted Sold Lapsed QOutstanding
Feb-01 Feb-04 to Feb-06 Feb-11 24,182 —-— 1,047 23,135

In addition participants may also be invited to defer all or a portion of their annual cash bonus and receive a matching award in the form of an
option to acquire shares with a market value equal to twice the amount of the deferred bonus. Receipt of the matching award may be subject
to the achievement of performance targets. Options awarded under this plan are included in the totals in Option Plan above.

Reserves
Share Merger Shares to Profit
premium reserve be issued and ioss
£'000 £'000 £'000 £'000
At 1 January 1999 (i) 454,660 11,347 3,885 (97,661)
Adjustments to goodwill arising on acquisition (ii) 635
Premium on shares issued (iv) 744,560 1,763
Shares {o be issued (see note 10) 7,433
Charges related to the Free Share Scheme (iii) 633
Loss for period (101,261)
Exchange differences (including £3,140,000
loss on net foreign currency borrowings) (41,863)
At 31 December 1999 (i) 1,199,220 13,110 11,318 (239,517)
Adjustments to goodwill arising on acquisition (ii) 719
Premium on shares issued (iv) 593,230 1,735
Transfer on issue of shares to Quest 40,870 (40,870)
Shares to be issued (see note 10) (7,032)
Charges related to the Free Share Scheme (iii) 751
Loss for period (116,860)
Exchange differences (including £7,764,000
profit on net foreign currency borrowings) 27,659
At 31 December 2000 (i) 1,833,320 14,845 4,286 (368,118)
Premium on shares issued (iv) 480,909 12,325
Shares to be issued (see note 10) (3,565)
Charges related to the Free Share Scheme (iii) (38)
Loss for period (360,369)
Loss on share symmetry arrangements (3,327)
Exchange differences (including £5,294,000
profit on net foreign currency borrowings) (23,590)
At 31 December 2001 2,314,229 27,170 721 (755,442)
At 31 December 2001 ($'000) 3,365,583 39,513 1,049 (1,098,639)

(i) Cumulative goodwill relating to acquisitions made prior to 1 January 1998, which has been eliminated against reserves, amounted to
£38,401,000 (2000:£38,401,000 1999:£39,120,000).

(i) The Group acquired the entire share capital of CallShop etc. Limited in October 1997. In 1998 the directors completed their review of the
fair value of certain assets and liabilities, which resulted in an increase in goodwill of £224,000.

In 2000 the directors identified a permanent diminution in the value of goodwill and charged the profit and loss account with £719,000
(1299:£635,000).

(i) The Company operates a Free Share Scheme as a method of remunerating certain employees. The difference between the market price
of the shares at the date of the grant and any price paid is charged to the profit and loss account over the period over which the shares
are earned, with the credit taken directly to the profit and loss reserve.

(iv) The Company has taken merger relief under the provisions of section 131 of the Companies Act 1985 on shares issued in respect of the
acquisition of ImagiNet and Fitec (see note 10). All premium on the issue of those shares has been taken directly to the merger reserve.

we make business | sirafisitforvers




At 31 December

2000 2001 2001

£'000 £'000 $°000

Trade creditors 180,767 180,091 261,907
Fidelity Investment Management Limited (“FIML") 703 32 46
Other taxation and social security 31,282 31,018 45111
Other creditors 14,980 12,342 17,949
Accruals and deferred income 127,724 145,083 210,994
Interest accrual 14,731 13,896 20,209
Network infrastructure 53,837 41,539 60,410
424,024 424,002 616,626

16. Creditors - Amounts Falling Due After More Than One Year

At 31 December

2000 2001 2001
£'000 £'000 $’000
Repayable between three and four years
Senior convertible notes -— 91,867 133,602
Repayable between four and five years
Senior convertible notes 100,208 337,403 430,685
Senior discount notes -— 201,936 293,676
Repayable in more than five years
Senior convertible notes 657,529 228,147 331,794
Senior discount notes 185,061 -— -—
Senior notes 483,509 458,672 667,047

1,426,307 1,318,025 1,916,804

Senior convertible notes

In August 1998, COLT issued deutschmark denominated senior convertible notes (“1998 Senior Convertible Notes”) in the initial principal
amount of DM600,000,000. A total of £204,332,000 was raised before issuance costs of £5,232,000. These costs have been deducted from
the principal amount of the 1998 Senior Convertible Notes and have been charged to the profit and loss account over three years. The
notes bear interest at the rate of 2% of the initial principal amount per annum, payable in cash annually beginning 8 August 1999. The 1998
Senior Convertible Notes mature on 6 August 2005 and any outstanding notes will then be redeemed at a price of 117.807% of the initial
principal amount. The notes are also redeemable at the option of the Company, in whole or in part, at any time on or after 6 August 2001 at
an accreted principal amount plus any accrued interest. The accreted principal amount is that amount determined so as to provide a gross
yield at redemption (including any accrued interest and any cash interest previously paid) of 4.25%. The 1998 Senior Convertible Notes are
convertible at any time, at the option of the holder, unless previously redeemed, repurchased or cancelled, into ordinary shares of COLT. At
issue, the conversion price of the notes was £9.3438 per ordinary share with a fixed exchange rate of DM2.9392 per £1.00. In accordance
with the terms of the notes, following the completion of the Company’s sale of ordinary shares in December 2001, the conversion price of the
notes was adjusted to £7.9039 per ordinary share with a fixed exchange rate of DM2.9392 per £1.00. During 2001, nil (2000:DM236,303,000)
aggregate initial principal amount of the notes was converted to nil (2000:8,604,122) ordinary shares. The conversion of the notes
represented a major non-cash transaction. During 2001, DM25,500,000 (2000:nil) aggregate initial principal amount of the notes were
purchased and cancelled. At 31 December 2001, 11,693,287 ordinary shares are reserved for issuance upon conversion of the remaining
1998 Senior Convertible Notes. The notes rank pari passu in right of payment with all other unsubordinated unsecured indebtedness of the
Company and are senior in right of payment to all subordinated indebtedness of the Company. On 31 December 2001, the 1998 Senior
Convertible Notes were redenominated from deutschmarks to euros at a rate of DM1.95583 per €1.00.
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amount of €295,000,000. A total of £189,594,000 was raised before issuance costs of £5,094,000. These costs have been deducted from
the principal amount of the March 1999 Senior Convertible Notes and are charged to the profit and loss account over three years. The notes
bear interest at the rate of 2% of the initial principal amount per annum, payable in cash annually beginning 29 March 2000. The March 1999
Senior Convertible Notes mature on 29 March 2006 and any outstanding notes will then be redeemed at a price of 117.907% of the initial
principal amount. The notes are also redeemable at the option of the Company, in whole or in part, at any time on or after 29 March 2002 at an
accreted principal amount plus any accrued interest. The accreted principal amount is that amount determined so as to provide a gross yield
at redemption (including any accrued interest and any cash interest previously paid) of 4.25%. The March 1999 Senior Convertible Notes
are convertible at any time, at the option of the holder, unless previously redeemed, repurchased or cancelled, into ordinary shares of COLT.
At issue, the conversion price of the notes was £14.6460 per ordinary share with a fixed exchange rate of €1.4780 per £1.00. In accordance
with the terms of the notes, following the compietion of the Company’s sale of ordinary shares in December 2001, the conversion price of
the notes was adjusted to £12.2351 per ordinary share with a fixed exchange rate of €1.4780 per £1.00. During 2001, nil (2000€32,851,000)
aggregate initial principal amount of the notes were converted to nil (2000:1,536,686) ordinary shares. The conversion of the notes
represented a major non-cash transaction. During 2001, €70,250,000 (2000:nil) aggregate initial principal amount of the notes were
purchased and cancelled. At 31 December 2001, 10,611,851 ordinary shares are reserved for issuance upon conversion of the March 1999
Senior Convertible Notes. The notes rank pari passu in right of payment to all unsubordinated unsecured indebtedness of the Company and
are senior in right of payment to all subordinated indebtedness of the Company.

In December 1399, COLT issued euro denominated senior convertible notes (“December 1999 Senior Convertible Notes”) in the initial
principal amount of €368,000,000. A total of £230,389,000 was raised before issuance costs of £9,289,000. These costs have been
deducted from the principal amount of the December 1999 Senior Convertible Notes and are charged to the profit and loss account over three
years. The notes bear interest at the rate of 2% of the initial principal amount per annum, payable in cash annually beginning 16 December
2000. The December 1999 Senior Convertible Notes mature on 16 December 2006 and any outstanding notes will then be redeemed at a
price of 126.664% of the initial principal amount. The notes are also redeemable at the option of the Company, in whole or in part, at any
time on or after 16 December 2002 at an accreted principal amount plus any accrued interest. The accreted principal amount is that amount
determined so as to provide a gross yield at redemption (including any accrued interest and any cash interest previously paid) of 5.25%. The
December 1999 Senior Convertible Notes are convertible at any time, at the option of the holder, unless previously redeemed, repurchased
or cancelled, into ordinary shares of COLT. At issue, the conversion price of the notes was £35.5550 per ordinary share with a fixed exchange
rate of €1.5974 per £1.00. In accordance with the terms of the notes, following the completion of the Company’s sale of ordinary shares in
December 2001, the conversion price of the notes was adjusted to £30.0760 per ordinary share with a fixed exchange rate of €1.5974 per
£1.00. During 2001, €38,750,000 (2000:nil) aggregate initial principal amount of the notes were purchased and cancelied. At 31 December
2001, 6,853,189 ordinary shares are reserved for issuance upon conversion of the December 1999 Senior Convertible Notes. The notes rank
pari passu in right of payment with all other unsubordinated unsecured indebtedness of the Company and are senior in right of payment to
all subordinated indebtedness of the Company.

In April 2000, COLT issued euro denominated senior convertible notes (“2000 Senior Convertible Notes”) in the initial principal amount of
€402,500,000. A total of £245,696,000 was raised before issuance costs of £5,596,000. These costs have been deducted from the principal
amount of the 2000 Senior Convertible Notes and are charged to the profit and loss account over three years. The notes bear interest at the
rate of 2% of the initial principal amount per annum, payable in cash annually beginning 3 April 2001. The 2000 Senior Convertible Notes
mature on 3 April 2007 and any outstanding notes will then be redeemed at a price of 131.238% of the initial principal amount. The notes
are also redeemable at the option of the Company, in whole or in part, at any time on or after 3 April 2003 at an accreted principal amount
plus any accrued interest. The accreted principal amount is that amount determined so as to provide a gross yield at redemption (including
any accrued interest and any cash interest previously paid) of 5.75%. The 2000 Senior Convertible Notes are convertible at any time, at the
option of the holder, unless previously redeemed, repurchased or cancelled, into ordinary shares of COLT. At issue, the conversion price
of the notes was £50.076 per ordinary share with a fixed exchange rate of €1.6372 per £1.00. In accordance with the terms of the notes,
following the completion of the Company's sale of ordinary shares in December 2001, the conversion price of the notes was adjusted to
£42.3593 per ordinary share with a fixed exchange rate of €1.6372 per £1.00. During 2001, €49,960,000 (2000:nil) aggregate initial principal
amount of the notes were purchased and cancelled. At 31 December 2001, 5,083,450 ordinary shares are reserved for issuance upon
conversion of the 2000 Senior Convertible Notes. The notes rank pari passu in right of payment with all other unsubordinated unsecured
indebtedness of the Company and are senior in right of payment to all suberdinated indebtedness of the Company.

Senior discount notes

In December 1996, COLT issued US$314,000,000 aggregate principal amount at maturity of senior discount notes due 15 December 2006.
The senior discount notes were issued in the form of 314,000 units, each unit consisting of one 12% senior discount note and one warrant
to purchase ordinary shares. The units had an initial accreted amount at the date of issue of US$175,446,000 allocated US$169,769,000
to the senior discount notes and US$5,677,000 to the warrants. Issuance costs of £4,432,000 have been deducted from the initial accreted
amount of the senior discount notes and charged to the profit and foss account over the accretion period. The senior discount notes
accrued from the initial accreted amount (after deducting expenses) of US$162,476,000 to US$314,000,000 on 15 December 2001 at an
effective rate of 13.636% per annum compounded semi-annually. Beginning 15 June 2002, interest on the senior discount notes will be paid
semi-annually in cash at arate of 12% per annum. During 2001, $20,325,000 (2000:nil) aggregate accreted principal amount of the notes were
purchased and cancelled.
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The senior discount notes rank pari passu in right of payment with all other unsubordinated unsecured indebtedness of the Company and
are senior in right of payment to all subordinated indebtedness of the Company. The notes are redeemable at the option of the Company, in
whole or in part, at any time on or after 15 December 2001, at 106% of their principal amount at maturity, plus accrued interest, declining to
100% of their principal amount at maturity, plus accrued interest, on or after 15 December 2003.

Senior notes

In November 1997, COLT issued sterling and deutschmark denominated senior notes (“1997 Senior Notes”) with aggregate principal amounts
at maturity of £50,000,000 and DM150,000,000, respectively. A total of £100,661,000 was raised before issuance costs of £3,300,000. These
costs have been deducted from the principal amount of the 1997 Senior Notes and are charged to the profit and loss account over five years.
The British pound notes bear interest at the rate of 10.125% per annum and the deutschmark notes bear interest at 8.875% per annum,
both payable semi-annually beginning 31 May 1998. “The 1997 Senior Notes mature on 30 November 2007. The 1997 Senior Notes rank pari
passu in right of payment with all other unsubordinated unsecured indebtedness of the Company and are senior in right of payment to all
subordinated indebtedness of the Company. The 1997 Senior Notes are redeemabile at the option of the Company, in whole or in part, at any
time on or after 30 November 2002, initially at 105.0625% of their principal amount at maturity, plus accrued interest, in the case of the British
pound notes and 104.4375% of their principal amount at maturity, plus accrued interest, in the case of the deutschmark notes, declining in
each case to 100% of their principal amount at maturity, plus accrued interest, on or after 30 November 2004. During 2001, DM6,000,000
(2000:nily aggregate principal amount of the deutschmark notes were purchased and cancelled. On 31 December 2001, the deutschmark
denominated 1997 Senior Notes were redenominated from deutschmarks to euros at a rate of DM1.95583 per €1.00.

In July 1998, COLT issued deutschmark denominated senior notes (“1998 Senior Notes”) with aggregate principal amount at maturity of
DM600,000,000. A total of £204,332,000 was raised before issuance costs of £5,875,000. These costs have been deducted from the principal
amount of the 1998 Senior Notes and are charged to the profit and loss account over five years. “The 1988 Senior Notes bear interest at the
rate of 7.625% per annum, payable semi-annually beginning 31 January 1999. The 1998 Senior Notes mature on 28 July 2008. The 1998
Senior Notes rank pari passu in right of payment with all other unsubordinated unsecured indebtedness of the Company and are senior in
right of payment to all subordinated indebtedness of the Company. The 1998 Senior Notes are redeemable at the option of the Company,
in whole or in part, at any time on or after 31 July 2003, initially at 103.8125% of their principal amount at maturity, plus accrued interest
declining to 100% of their principal amount at maturity, plus accrued interest, on or after 31 July 2005. During 2001, DM26,500,000 (2000:nil)
aggregate principal amount of the notes were purchased and cancelled. On 31 December 2001, the 1998 Senior Notes were redenominated
from deutschmarks to euros at a rate of DM1.95583 per €1.00.

in December 1999, COLT issued euro denominated senior notes (“1999 Senior Notes”) with aggregate principal amount at maturity of
€320,000,000. A total of £200,338,000 was raised before issuance costs of £4,838,000. These costs have been deducted from the principal
amount of the 1999 Senior Notes and are charged to the profit and loss account over five years. The 1999 Senior Notes bear interest at the
rate of 7.625% per annum, payable semi-annually beginning 15 June 2000. The 1999 Senior Notes mature on 15 December 2009. The 1999
Senior Notes rank pari passu in right of payment with all ather unsubordinated unsecured indebtedness of the Company and are senior in
right of payment to all subordinated indebtedness of the Company. The 1999 Senior Notes are redeemable at the option of the Company, in
whole or in part, at any time on or after 15 December 2004, initially at 103.8125% of their principal amount at maturity, plus accrued interest
declining to 100% of their principal amount at maturity, plus accrued interest, on or after 15 December 2007. During 2001, €11,000,000
(2000:nil) aggregate principal amount of the notes were purchased and cancelled.

Bank facility

The Company entered intc in November 1986 and subsequently revised in December 1998 a secured multi-currency revolving credit facility of
up to £75,000,000. Amounts available under the bank facility may be used to finance the Company’s capital expenditure and working capital
requirements in connection with the construction, expansion and operation of its telecommunications networks in Europe and for certain
acquisitions. The bank facility is secured by the Company’s operating subsidiaries. The Company has secured or agreed to secure the bank
facility by a pledge of all of the share capital of COLT’s subsidiaries and a fixed and floating charge over the assets of the Company and COLT
Telecommunications. No amounts have been drawn under the bank facility at the date of these financial statements.

Fair value of financial instruments

The fair values of the Company’s financial instruments noted above, are disclosed in note 23,
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Property Property

£:000 $°000

At 1 January 2001 -- -—
Additional provisions charged to the profit and loss account 61,406 89,303
At 31 December 2001 61,406 89,303

In 2001, the Company made provision against future rents, services, and reinstatement costs associated with ISCs being closed or
“‘mothballed” and excess lease space. Such provisions will be utilised over the next 10 years and represent the net present value of the future
estimated costs.

18. Reconciliation of Operating Loss to Net Cash Inflow
(Qutflow) from Operating Activities

Year ended 31 December

1999 2000 2001 2001

£'000 £'000 £'000 $000
Operating loss (65,321) (84,913) (359,931) (523,448)
Depreciation of tangible fixed assets 62,878 109,702 293,156 426,336
Amortisation of goodwill 1,757 2,299 2,575 3,745
Exchange differences (437) (374) (962) (1,399)
(Increase) decrease in inventories (32,273) 839 31,051 45,157
{Increase) decrease in debtors (63,936) (184,596) 10,243 14,897
Increase in creditors 63,914 119,841 2,144 3,118
Movement in provision for liabilities and charges - -— 61,406 89,303
Net cash inflow (outflow) from operating activities (33,418) (37,202) 39,682 57,709

‘ 63
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Accretion
and
amortisation
of finance
At 31 Cash Exchange cosis on Purchase
December flow gain (loss) notes of debt At 31 December
2000 2001 2001
£'000 £000 £'000 £000 £000 £'000 $°000
Investments in liquid resources 1,611,030 (330,164) (21,786) - -— 1,259,080 1,831,080
Cash at bank and in hand 43,561 3,270 (1,434) -— -— 45,397 66,021
Senior convertible notes (757,737) - 16,999 (29,297) 112,618 (657,417) (956,082)
Senior discount notes (185,061) - (5,115) (25,373) 13,613 (201,936) (293,675)
Senior notes (483,509) - 10,390 (2,746) 17,193 (458,672) (667,047)
Total net funds 228,284 (326,894) (946) (57,416) 143,424 (13,548) (19,703)
Analysed in the Balance Sheet:
Investments in liquid resources 1,611,030 1,259,080 1,831,080
Cash at bank and in hand 43,561 45,397 66,021
Creditors amounts falling due
after more than one year (1,426,307) (1,318,025) (1,916,804)
Total net funds/debt 228,284 (13,548) (19,703)

Management of liquid resources

Cash inflows from liquid resources for the year were £829,049,000 (2000:£667,574,000, 1999:£430,926,000), while cash outfiows to liquid
resources were £498,885,000 (2000:£734,822,000 1999:£1,314,282,000).

Finance costs

Included in the Group Cash Flow Statement within “Interest paid, finance costs and similar charges” are costs associated with the issue of
senior convertible and senior notes which in 2001 were nil (2000:£5,596,000, 1999:£19,221,000).

The proceeds from the issue of ordinary shares in the Group Cash Flow Statement are stated net of issue costs of £3,217,000
(2000:£12,508,000, 1999:£21,301,000).
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On 3 July 2001 the Company acquired the entire share capital of Fitec SA and its subsidiaries: Apogee Communications SA and Asthea
Ingenierie SARL (together ‘Fitec’).

The purchase has been accounted for as an acquisition.
The operating assets and liabilities acquired were as follows:

Book value and fair value

£'000 $°000
Fixed assets 776 1,129
Working capital (419) (609)
Overdraft (232) (337)
125 183

Purchase consideration
Shares issued 7,579 11,022
Shares to be issued 362 526
Cash 2,692 3,915
Deferred cash payment 720 1,047
Total consideration 11,353 16,510
Goodwill 11,228 16,327

The purchase price was in the form of 34,196,000 French francs and the issue of 1,836,576 ordinary shares, of which 1,518,792 ordinary
shares and 26,485,000 French francs were paid at completion.

An additional 7,711,000 miilion French francs and 317,784 ordinary shares will be paid over the next two years subject to certain operational
and performance criteria being met.

The calculation of the number of shares in the consideration were arrived at by calculating the average share price of the Company and the
average French franc/British pound exchange rate over a 14 day period ending 21 June 2001. The share price for the purpose of accounting
for the acquisition was £4.99, the market price on the date of completion. The Company has taken merger relief under the provisions of
section 131 of the Companies Act 1985, hence all premium on the issue of shares has been taken to the merger reserve (see note 14). The
book value of assets and liabilities has been taken from the management accounts of Fitec at 3 July 2001 at actual exchange rates on that
date. The directors believe that there is no material difference between the book values and the fair values of assets and liabilities acquired at
3 July 2001.

In its last financial year to 31 December 2000, Fitec made a loss after tax and minority interests of French francs 8,143,590. For the period to
acquisition, Fitec made a loss after tax and minority interest of 11,536,098 French francs. These results were unaudited.

The effects of this acquisition on the amounts reported under each of the standard headings in the cash flow statement are not
material and accordingly have not been separately disclosed. The issue of shares for Fitec represents a major non-cash transaction
during the period.

Y
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At 31 December

2000 2001 2001
£000 £000 $'000
Future capital expenditure contracted but not provided for 121,113 172,883 251,424

22. Financial Commitments

The Group has annual commitments under non-cancellable operating leases as follows:

At 31 December

2000 2001 2001
£'000 £'000 $'000
Land and buildings
Expiring within one year 1,564 2,422 3,523
Expiring between two and five years 2,077 5,280 7,679
Expiring in over five years 25,274 39,808 57,894
Other
Expiring within one year 4,909 27,615 40,160
Expiring between two and five years 13,212 8,719 12,680
Expiring in over five years 2,549 1,311 1,907

The Company also entered into cancellable lease arrangements, not included above, for the provision of network capacity that extend up
to five years.

Forward currency contracts

COLT has entered into a series of British pound forward contracts to purchase U.S. $94,200,000 as required by the bank facility agreement.
The British pound value of these commitments is £59,631,000 (2000:£59,631,000).
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The Group's treasury objectives, policies and strategies are outlined within the Financial Review on pages 26 and 27 under the heading
Treasury Policy.

Except for disclosures under currency exposure below, the following financial information excludes the Group’s short term debtors
and creditors.

References to the “Euro” in the tables beiow includes amounts denominated in participating currencies.

Interest rate and currency profile of financial liabilities
At 31 December

Total Weighted Weighted Total Total
financial average average financial financiai
liabilities interest period for liabilities liabilities

rate which rate
is fixed
2000 2001 2001 2001 2001
Currency: £000 % Years £000 $°'000
Non-convertible debt
British pound 49,304 10.1 6 49,667 72,230
Euro 434,205 7.8 7 409,005 594,816
U.S. dollar 185,061 13.6 5 201,936 293,676
Total 668,570 9.7 6 660,608 960,722
Convertible debt
Euro 757,737 5.1 5 657,417 956,082

Additional details, including a maturity profile, of the financial liabilities are set out in note 16. All financial liabilities shown in the table are at
fixed rates of interest.

Undrawn committed borrowing facilities

The Group’s £75 million bank facility (see note 16) remains undrawn at the date of these financial statements and matures in more
than two years.

Interest rate and currency profile of financial assets
At 31 December

Total Total Total

assets assets assets

2000 2001 2001

Currency: £'000 £'000 . $°000
British pound 431,284 632,380 919,670
Euro 1,178,016 625,186 909,208
U.S. Dollar 42,197 42,498 61,805
Other 3,094 4,413 6,418
Total 1,654,591 1,304,477 1,897,101

All financial assets as at 31 December 2001 are floating rate assets bearing interest at market rates, fixed in advance,
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Currency exposure

The following table shows the Group’s net currency exposures that give rise to those exchange gains and losses which are taken to the
profit and loss account. Such exposures comprise monetary assets and liabilities of the Group that are not denominated in the operational or
functional currency of the operating company involved.

Net foreign currency monetary assets (liabilities)

Functional currency At 31 December 2001
British pound US dollar Euro Other Total Total
£'000 £'000 £'000 £'000 £000 $'000
British pound -— (120,819) (4,988) (609) (126,414) (183,844)
Euro (20,572) (2,148) -— (419) (23,139) (33,651)
Other 70 7 (37) - - 40 58
Total (20,502) (122,960) (5,022) (1,028) (149,513) (217,437)

Net foreign currency monetary assets (liabilities)

Functional currency At 31 December 2000
British pound US dollar Euro Other Total Total
£'000 £'000 £'000 £'000 £'000 $°000
British pound - (143,766) (3,867) (122) (147,755) (214,880)
Euro (26,424) (1,496) -— (1,992) (29,912) (43,501)
Other (640) (686) (4,556) —-— (5,262) (7,653)
Total (27.064) (145,328) (8,423) (2,114) (182,929) (266,034)

Fair value of financial instruments

The following table shows the carrying amounts and the fair values of the Group's financial instruments at 31 December 2000 and 2001. The carrying
amounts of the non-derivatives are included in the Group balance sheet under indicated headings. The fair values of the financial instruments
are the amounts at which the instruments could be exchanged in a transaction between willing parties, other than in a forced or liquidation sale.

Carrying amount Fair Value
At 31 December At 31 December
2000 2001 2001 2000 2001 2001
£000 £000 $°000 £'000 £'000 $°000
Non-derivatives
i Assets
Investments in liquid resources (i) 1,611,030 1,259,080 1,831,080 1,611,030 1,259,080 1,831,080
Cash at bank and in hand (i) 43,561 45,397 66,021 43,561 45,397 66,021
Liabilities
Euro senior convertible notes (ii) 757,737 657,417 956,081 716,448 357,903 520,498
U.S. Dollar senior discount notes (ii) 185,061 201,936 293,676 188,944 179,723 261,371
Euro senior notes (ii) 434,205 409,005 594,816 400,848 297,890 433,222
British pound senior notes (ii) 49,304 49,667 72,231 50,703 42,500 61,808
Derivatives
Forward foreign exchange contracts (jii) -— -— —— 2,744 6,522 9,485
Warrants (iv) -— - - - 12,763 1,843 2,680

(i) The carrying amount of cash at bank and in hand and investments in liquid resources approximated to their fair values due to the short
maturity of the instruments held.

(i) The fair values of the Company’s senior convertible, senior discount and senior notes have been estimated on the basis of market prices.

(iiiy The fair value of the Company’s forward foreign exchange contracts have been estimated on the basis of market rates. The contracts
have an average maturity of 18 months. The difference between the fair value and book value of the forward contracts represents an
unrecognised gain (loss) on the hedging instruments which is not expected to be recognised in the next year.

(iv) The Company has received warrants from certain suppliers in the ordinary course of business.
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The Group operates a number of defined contribution pension schemes in its subsidiaries.

Pension costs are charged to the profit and loss account on an accruals basis in the period in which contributions are payable to the scheme.
The pension cost for 2001 amounted to approximately £8,510,000 (2000:£6,986,000, 1999:£3,204,000).

25. Transactions with Related Entities

The UK pension scheme is administered by Fidelity Pensions Management Limited, a subsidiary of FIML, a wholly owned subsidiary of
Fidelity Investments Limited (“FIL"). The fees for the above services for the year ended 31 December 2001 were approximately £88,000
(2000:£83,000, 1999:£108,000).

The Group has certain agreements with Fidelity Capital Asscciates Inc. (“FCA"), a wholly owned subsidiary of FMR Corp., which allow under
certain circumstances, for the Group to obtain consulting services from, or provide consulting services to, FCA. Compensation under the
agreements is at prevailing market rates set each year.

Pursuant to a coniract with the Company, certain FMR Corp. employees provide consulting and other services to the Company at agreed
rates. The fees for these services for the year ended 31 December 2001 were approximately £110,000 (2000:£295,000, 1999:£269,000).
FMR Corp. also provided additional compensation and benefits to these employees related to services to the Company. For the year ended
31 December 2001 these totalled £58,000 (2000:£658,000, 1999:£1,168,000).

Detaits of the Incentive Plan are discussed in note 5.

26. Company Balance Sheet

At 31 December

2000 2001 2001
Notes £000 £000 $°000
Fixed assets
Tangible fixed assets b 20,042 21,267 30,929
Investments c 319,336 330,717 480,961
Total fixed assets 339,378 351,984 511,890
Current assets
Prepaid expenses and other debtors d 1,413,842 2,233,254 3,247,822
Investments in liquid resources 1,611,030 1,259,080 1,831,080
Cash at bank and in hand 322 21 30
Total current assets 3,025,294 3,492,355 5,078,932
Total assets 3,364,672 3,844,339 5,590,822
Capital and reserves
Called up share capital 17,524 37,681 54,799
Share premium and merger reserve e 1,882,004 2,375,238 3,454,309
Shares to be issued (see note 14) 4,286 721 1,049
Profit and loss account f (4,829) 68,417 99,499
Equity shareholders’ funds 1,898,985 2,482,057 3,609,656
Creditors
Amounts falling due within one year g 39,380 44,257 64,362
Amounts falling due after more than one year h
Convertible debt 757,737 657,417 956,082
Non-convertible debt 668,570 660,608 960,722
Total amounts falling due after more than one year 1,426,307 1,318,025 1,916,804
Total creditors 1,465,687 1,362,282 1,981,166
Total liabilities, capital and reserves 3,364,672 3,844,339 5,590,822
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Notes

a) Profit and Loss account

As permitted by Section 230 of the Companies Act of 1985, the parent company’s profit and loss account has not been included in these
financial statements. The parent company’s profit for the period was £97,427,000 (2000:£19,878,000).

b) Tangible fixed assets

Computers,
equipment,
fixtures & Systems
fittings and under
vehicles development Total Total
£°000 £000 £000 $°000
Cost
N At 1 January 2000 2,262 9,240 11,502 16,727
- Additions 10,174 26,610 36,784 53,495
: Transfers (4,530) (22,537) (27,067) (39,363)
At 31 December 2000 7,906 13,313 21,219 30,859
Additions 7,770 37,720 45,490 66,156
Transfers (4,180) (28,155) (32,335) (47,025)
At 31 December 2001 11,496 22,878 34,374 49,980
Accumulated depreciation
At 1 January 2000 444 —-— 444 645
For the year 733 -— 733 1,066
At 31 December 2000 1,177 -= 1,177 1,711
For the year 5114 3,356 8,470 12,318
Impairment provision 1,473 1,987 3,460 5,032
At 31 December 2001 7,764 5,343 13,107 19,061
Net book value
At 31 December 2000 6,729 13,313 20,042 29,148
At 31 December 2001 3,732 17,535 21,267 30,929

The impairment charge relates to development costs for systems that will no longer be implemented.

¢) Investments

Movements in investments in the year comprise additions of £11,353,000 (2000:£122,786,000) and exchange differences of £28,000
(2000:(£12,379,000)).

See note 28 for additional subsidiary information.

d) Prepaid expenses and other debtors

At 31 December

2000 2001 2001

£000 £'000 $°000

Amounts owed by subsidiary undertakings 1,385,518 2,218,220 3,225,958
Other debtors 26,753 11,454 16,658
Prepayments 1,671 3,580 5,206

1,413,042 2,233,254 3,247,822
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e) Share premium and merger reserve

£'000 $°000
At 1 January 2000 1,246,169 1,812,304
Premium on shares issued 635,835 924,695
At 31 December 2000 1,882,004 2,736,999
Premium on shares issued 493,234 717,310
At 31 December 2001 2,375,238 3,454,309
f) Profit and loss account

£'000 $°000
At 1 January 2000 (64,723) (94,127)
Retained profit for the period 19,978 29,054
Charges related to the Free Share Scheme (see note 14) 751 1,092
Exchange differences (including £7,764,000 profit on net foreign currency borrowings) 39,165 56,957
At 31 December 2000 (4,829) (7,024)
Retained profit (ioss) for the period 97,427 141,689
Charges related to the Share Schemes (see note 14) (38) (55)
Exchange differences (inciuding £5,294,000 profit on net foreign currency borrowings) (24,143) (35,111)
At 31 December 2001 68,417 99,499

g) Creditors - amounts falling due within one year

At 31 December

2000 2001 2001
£000 £000 $°000
Accrued expenses 39,380 44,257 64,362

h) Creditors - amounts failing due after more than one year

At 31 December

2000 2001 2001
£'000 £'000 $°000
Repayable between three and four years
Senior convertible notes -— 91,867 133,602
Repayable between four and five years
Senior convertible notes 100,208 337,403 490,685
Senior discount notes -— 201,936 293,676
Repayable in more than five years
Senior convertible notes 657,529 228,147 331,794
Senior discount notes 185,061 -— -
Senior notes 483,509 458,672 667,047

1,426,307 1,318,025 1,916,804
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Principles and U.S. Generally Accepted Accounting Principles (“GAAP”)

The consolidated financial statements have been prepared in accordance with UK. GAAP and on the basis of presentation as set out in
Note 1, which differs in certain respects from U.S. GAAR The main differences between U.K. GAAP and U.S. GAAP which affect the Group's
consolidated net losses and net equity are set out below.

a. Effects of conforming to U.S. GAAP - impact on net loss Year ended 31 December
1999 2000 2001 2001
£'000 £'000 £°000 $°000
Loss for period under U.K. GAAP (101,261) (116,860) (360,369) (524,085)
U.S. GAAP adjustments:
Payments by COLT Inc./FMR Corp. (i) (1,664) (936) (58) (84)
Amortisation of intangibles (ii) (iii} (iv) 342 1,567 905 1,316
Capitalised interest, net of depreciation (v) 5,912 14,555 13,158 19,137
Deferred compensation (iii) (vi) (2,381) (2,018) (1,981) (2,895)
Payroll taxes on employee share schemes (vii) -— 679 (611) (889)
Profit on IRU (viii) - (18,011) (900) (1,309)
Installation revenue (ix) -— (19,540) (23,436) (34,083)
Direct costs attributable to installation revenue (ix) - - 19,540 23,436 34,083
Warrants (x} -— __ 1,843 2,680
Amount written off investment in own shares (xi) - - - 2,757 4,010
Gain on forward foreign contracts (xii) - - - 424 617
Gain on purchase of debt (xiii) - - —— (68,774) (85,475)
Loss for period under U.S. GAAP before extraordinary items (99,052) (121,924) (403,615) (586,977)
Gain on purchase of debt (xiii) -— -- 58,774 85,475
Loss for period under U.S. GAAP after extraordinary items (99,052) (121,924) (344,841) (501,502)
Ordinary shares used in calculation of basic and diluted loss per share (‘000) 631,816 693,385 745,550 745,550
Basic and diluted loss per share before extraordinary items £(0.16) £(0.18) £(0.54) $ (0.79)
Basic and diluted loss per share after extraordinary items £(0.16) £{0.18) £ (0.46) $ (0.67)

U

(iv)

On 27 December 1996, COLT Inc. sold 7,200,000 ordinary shares it owned in COLT to James P. Hynes and Paul W. Chisholm for total
consideration of $1,867,500. COLT Inc, made payments related to this transaction of: 2001:nil, 2000:£278,000, 1999:£496,000.
Pursuant to a contract with the Company, certain FMR Corp. employees provide consulting and other services to the Company
at agreed rates. FMR Corp. may also provide additional compensation and benefits to these employees related to services to the
Company. Such amounts for the year ended 31 December 2001 totalled £58,000 (2000:£658,000, 1999:£1,168,000).

Under U.K. GAAR, the payments are recorded as related party transactions while under U.S. GAAP, the payments are reflected as an
expense and a capital contribution by the relevant entity.

Under U.K. GAAR following an acquisition by the Group during 1997, £1,354,000 of intangible assets were written off to reserves. At 31
December 2000, under U.K. GAAR all such goodwill previously written off to reserves was charged to the profit and loss account. Under
U.S. GAAR this charge was reduced by the amortisation charged under U.S. GAAP to the profit and loss account in previous years.

On 15 July 1998, the Company completed the acquisition of ImagiNet. A total of 1,395,292 ordinary shares were issued at completion.
An additional 476,208 remained to be issued during 1999 and 2000 subject to certain operational conditions and performance criteria
related to the results of the operation being met.

On 3 July 2001, the Company acquired all the share capital of Fitec. A total of 1,518,792 ordinary shares and 26.5 million French francs
was paid at completion. An additional 317,784 ordinary shares and 7.7 million French francs will be paid over the next two years subject
to certain operational and performance criteria being met.

Under UK. GAAP the deferred shares and payments have been included in the purchase consideration. The excess purchase
consideration over the fair value of assets and liabilities acquired is attributed to goodwill and is being amortised over its estimated
economic life.

Under U.S. GAAP these deferred shares and payments are excluded from the purchase consideration and recognised as compensation
expense in the profit and loss accounts over the pericd in which the payments vest. Amortisation of intangibles includes a
resultant reduction in the associated amortisation charge under U.S. GAAP Gross goodwill at 31 December 2001 is £20,594,000
(2000:£11,797,000, 1899:£11,889,000).

Under U.S. GAAP, goodwill resulting from an acquisition before 1 July 2001 is capitalised and amortised over its estimated economic
life. Goodwill on the Fitec acquisition is not amortised but is tested for impairment annually. In accordance with SFAS 142 “Goodwill
and Other Intangible Assets”, management have identified £1.9 million, net of amortisation, of separately identifiable intangible assets
related to the acquisition of Fitec on 3 July 2001. Intangible assets consist of customer relationships, trade name and documentation
and are amortised over their useful economic lives ranging from three months to five years.




AR

(vi)

(vii)

(viil)

(ix)

)

e e e ettt e e

The Company operates an Inland Revenue approved Savings-Related Share Option Scheme (“SAYE” Scheme). Under this scheme,
options may be granted at a discount of up to 20%. Under U.K. GAAP no charge is taken in relation to the discount. Under U.S. GAAR, the
difference between the market value of the shares on the date of grant and the price paid for the shares is charged as a compensation
cost to the profit and loss account over the period over which the shares are earned. The total expected compensation cost is recorded
within equity shareholders’ funds as unearned compensation and additional paid in share capital, with the unearned compensation
being charged to the profit and loss account over the vesting period. The charge for the year ended 31 December 2001 under the SAYE
scheme was £1,138,000 (2000:£1,086,000, 19899:£575,000).

The Company operates a number of employee share schemes on which it incurs empioyer payroll taxes. Under U.K. GAAP the cost of
the employer taxes is recognised over the period from the date of grant to the end of the performance period. Under U.S. GAAP, the
cost is recognised when the tax obligation arises.

The Company has concluded a number of infrastructure sales in the form of 20 year indefeasible rights-of-use (“IRU") with characteristics
which qualify the transaction as outright sales for UK. GAAPR Under U.S. GAAP these sales are treated as a 20 year operating lease.
In accordance with SAB 101 “Revenue Recognition”, for the year ended 31 December 2001, customer installation revenues together
with attributable direct costs, up to the ievel of the associated revenue, are recognised over the expected customer relationship period.
At 31 December 2001, the cumulative impact on net losses under SAB 101 was nil, representing cumulative deferred installation
revenues of £73,610,000 and costs of the same amount.

The Company has received warrants from certain suppliers in the ordinary course of business. Under U.K. GAAP warrants are treated
as financial assets and recorded at the lower of cost or fair value.

At 31 December 2000, under U.S. GAAP, the warrants were recorded at fair value with unrecognised gains included in “Other
Comprehensive Income” within equity shareholders’ funds. As required by FAS 133 “Accounting for Derivative Instruments” (“FAS 133”),
as amended by FAS 137 and FAS 138, which came into effect on 1 January 2001, the unrealised gain at 31 December 2000 and
subsequent changes in fair value are reflected in the profit and loss account for the 12 months ended 31 December 2001.

Under U.K. GAAP shares heid by a QUEST are recorded as fixed asset investments at cost less amounts written off. Under U.S. GAAR,
these shares are recorded at historical cost in the balance sheet as a deduction from shareholders’ funds.

The Company has entered into forward foreign exchange contracts for payments relating to its U.S. dollar denominated senior discount
notes, a portion of which were purchased during the 12 months ended 31 December 2001. As a result, the Company has recognised
an unrealised gain on that ineffective portion of the hedge attributable to the purchased notes.

During the year ended 31 December 2001 the Company made purchases in aggregate of £143.4 millicn of its outstanding convertible
and non-convertible notes for cash consideration totalling £84.8 million. Under U.S. GAAR, gains or losses from the extinguishment of
outstanding indebtedness are classified as extraordinary items.

b. Effects of conforming to U.S. GAAP - impact on net equity At 31 December
2000 2001 2001
£'000 £'000 $°000
Equity shareholders’ funds under U.K. GAAP 1,501,857 1,624,359 2,362,305
U.S. GAAP adjustments:
Adjustment to loss for period (936) (58) (84)
Addition to contributed capital 936 58 84
Deferred purchase consideration under U.K. GAAP (4,286) (362) (528)
Deferred compensation (5.816) (7,808) (11,355)
Unearned compensation (3,464) (4,582) (6,664)
Additional paid in share capital 9,280 12,390 18,019
Amortisation of intangibles 1,919 2,824 4,107
Own shares held in trust (i) (see note 14) (4,492) (615) (894)
Warrants 12,763 1,843 2,680
Payroll taxes on employee share schemes 679 68 99
Gain (loss) on forward foreign exchange contracts (ii) -— 6,522 9,485
Deferred profit on operating leases (18,911) (19,811) (28,811)
Capitalised interest, net of depreciation 24,139 37,299 54,244
Approximate equity shareholders’ funds under U.S. GAAP 1,513,668 1,652,127 2,402,689

@)

(ii)

Under UK. GAAR shares held by a QUEST are recorded as fixed asset investments at cost less amounts written off. Under U.S. GAAR
these shares are recorded at historical cost in the balance sheet as a deduction from shareholders’ funds. The adjustment reflects the
net impact on U.S. GAAP equity after the UK. GAAP write-off recorded in 2001.

Under U.S. GAAP, in accordance with FAS 133 "Accounting for Derivative Instruments and Hedging Activities”, the fair value of the
Company's forward foreign exchange contracts has been calculated based upon the market rates at 31 December 2001 and the
difference between fair value and contracted value representing an unrealised gain (loss) is recognised in equity as a component of

“Other Comprehensive Income”.




Under UK. GAAR deferred income taxes are accounted for to the extent that it is considered probable that a liability or asset will materialise in
the foreseeable future. Under U.S. GAAP, deferred taxes are accounted for on all temporary differences between book income and tax income
and a valuation allowance is established to reduce deferred tax assets to the amount which are likely to be realised in future tax returns. The
deferred tax asset is reconciled to the U.S. GAAP net deferred tax asset as follows:

At 31 December

2000 2001 2001
£000 £'000 $'000
Deferred tax asset in financial statements (UK. GAAP) - = -— - -
Tax effects of timing differences:
Tax losses:
United Kingdom and Ireland 4,445 41,059 59,712
Germany 31,643 62,271 90,561
France 5,136 14,948 21,739
South Region 12,188 21,416 31,145
North Region 26,657 56,456 82,104
Capital allowances and other timing differences 21,445 10,378 15,093
Gross deferred tax assets under U.S. GAAP 101,514 206,528 300,354
Deferred tax valuation allowance (101,514) (206,528) (300,354)

Net deferred tax assets under U.S. GAAP - __ -

No deferred tax asset has been recorded and there is no U.S. GAAP tax provision. There is a further potential deferred tax asset of £4,382,000
(2000: £4,382,000) which relates to timing differences on the accretion of the senior discount notes.

d. Cash flow statement

The Group’s financial statements present cash flow statements prepared using the principles of U.K. Accounting Standards FRS 1 (Revised),
“Cash Flow Statements”. The statement prepared under FRS 1 (Revised) presents substantially the same information as that required under
U.S. Statement of Financial Accounting Standard No. 95 (“FAS 95”). Under FRS 1 (Revised) cash flows are presented for (i) operating activities;
(ii) returns on investments and servicing of finance; (iii} taxation; (iv) capital expenditure and financial investment; (v} acquisitions and disposals;
(vi) equity dividends paid; (vii) management of liquid resources; and (viii) financing. FAS 95 requires presentation of cash flows from operating,
investing and financing activities. The following statements summarise the statement of cash flows for the Group as if they had been presented
in accordance with U.S. GAAR

Year ended 31 December

1999 2000 2001 2001

£:000 £'000 £000 $°000
Net cash inflow (outflow) from operating activities (57,853) (24,815) 66,031 96,027
Net cash used in investing activities (1,181,941) (730,084) (452,301) (657,781)
Net cash provided by financing activities 1,335,583 740,418 414,234 602,421
Effects of exchange differences (76,733) 23,707 (23,220) (33,769)
Net increase in cash and cash equivalents 18,056 9,226 4,744 6,898
Cash at beginning of period 15,279 34,335 43,561 63,351
Cash at end of period 34,335 43,561 48,305 70,249

Reconciliation to cash at bank and in hand and
liquid resources under U.K. GAAP at 31 December

1999 2000 2001 2001
£'000 £'000 £000 $°000
Cash atend of period 34,335 43,561 48,305 70,249
Liquid resources 1,519,852 1,611,030 1,259,080 1,831,080

1,554,187 1,854,591 1,307,385 1,901,330
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The significant components of equity shareholders’ funds under U.S. GAAP are as follows:

i Other Total

Ordinary Shares Paid in Retained Comprehensive Shareholders’

Par Shares Capital Earnings Income Funds

£000 No’000 £'000 £°000 £000 £'000

At 1 January 1999 14,837 593,461 488,112 (115,875) 387,074
Loss for period (99,052) (99,052)
Stock issuance 1,907 76,286 746,323 748,230
Additional paid in capitai 3,126 3,126
Unearned compensation (1,919) (1,919)
Capital contribution 1,664 1,664
Exchange differences (41,863) (41,863)
At 31 December 1999 16,744 669,747 1,238,225 (258,709) -— 997,260
Loss for period (121,924) (121,924)
Stock issuance 780 31,204 594,965 595,745
Additional paid in capital 5,568 5,568
Unearned compensation 153 153
Capital contribution 936 936
Shares held in trust (4,492) (4,492)
Warrants 12,763 12,763
Exchange differences 27,659 27,659
At 31 December 2000 17,524 700,951 1,836,202 (352,821) 12,763 1,513,668
Loss for period (344,841) (344,841)
Stock issuance 20,157 806,290 489,907 510,064
Additional paid in capital 3,430 3,430
Unearned compensation (1,118) (1.118)
Capital contribution 58 58
Shares held in trust 1,121 1,121
Warrants (12,783) (12,763)
Forward foreign exchange contracts 6,098 6,098
Exchange differences (23,590) (23,590)
At 31 December 2001 37,681 1,507,241 2,330,718 (722,370) 6,098 1,652,127

At 31 December 2001 ($'000) 54,799 3,389,563 (1,050,543) 8,868 2,402,687

f. Other disclosures

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at 31 December 2000 and 2001 as well
as the reported amounts of revenues and expenses during the three years ended 31 December 2001. Actual results may differ from the
estimates included in the financial statements.

EBITDA

EBITDA consists of earnings (loss) before net interest expense, income taxes, depreciation, amortisation and foreign exchange gains or
losses. EBITDA is a measure commonly used in the telecommunications industry and is presented to enhance the understanding of the
Company’s operating results. EBITDA is not a measurement of financial performance under generally accepted accounting principles and
may not be comparable to other similarly titled measures of other companies. EBITDA should not be considered as an alternative to operating
or net income (as determined in accordance with generally accepted accounting principles), as an indicator of the Company’s performance,
as an alternative to cash flows from operating activities (as determined in accordance with generally accepted accounting principles) or as
a measure of liquidity.
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In July 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 141, “Business
Combinations” (“FAS 1417). The Statement is effective for all business combinations initiated after 30 June 2001 and for all business
combinations accounted for by the purchase method that are completed after 30 June 2001. FAS 141 prohibits the pooling-of-interests method
of accounting for business combinations and prescribes the initial recognition and measurement of goodwill and other intangible assets,
accounting for negative goodwill and the required disclosures in respect of business combinations. Management has assessed the impact of
the adoption of SFAS 141 in relation to acquisitions prior to 30 June 2001 on its consolidated financial statements and believes the impact will
not be material.

The Financial Accounting Standards Board also issued Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible
Assets” ("FAS 142") in July 2001. The Statement is effective for fiscal years beginning after 15 December 2001. FAS 142 requires that
goodwill, including previously existing goodwill, and intangible assets with indefinite useful lives not be amortized; these assets should be
tested for impairment annually. Goodwill and intangible assets with indefinite useful lives will no longer be tested for impairment under FAS
121, Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of.

The Company will be required to adopt the provisions of FAS 142 with effect from 1 January 2002. At the date of adoption, the Company
expects to have unamortized goodwill of £16.8 million, which will be subject to the transition provisions of FAS 141 and FAS 142. Amortization
expense related to goodwill was £1.1 million both for the year ended 31 December 2000 and 2001. Management has assessed the impact of
the adoption of SFAS 142 on its consolidated financial statements and believes the impact will not be material.

“Accounting for Obligations Associated with the Retirement of Long-Lived Assets” (“FAS 143"), was issued in July 2001. This standard will be
effective for the Group’s fiscal year beginning 1 January 2003. The standard provides the accounting requirements for retirement obligations
associated with tangible long-lived assets. The standard requires that the obligation associated with the retirement of tangibte long-lived
assets be capitalized into the asset cost at the time of initial recognition. The liability is then discounted to its fair value at the time of recognition
using the guidance provided by that standard. The requirements of this standard will be reflected as a cumulative effect adjustment to income.
Management has assessed the impact of the adoption of SFAS 143 on its consolidated financial statements and believes the impact will not
be material.

“Accounting for the Impairment or Disposal of Long-Lived Assets.” (“FAS 144") was issued in October 2001. This standard supersedes
(“FAS 121", “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of". The standard requires that
long-lived assets that are to be disposed of by sale be measured at the lower of book value or fair value less cost to sell. Additionally, FAS
144 expands the scope of discontinued operations to include all components of an entity with operations that (1) can be distinguished from the
rest of the entity and (2) will be eliminated from the ongoing operations of the entity in a disposal transaction. FAS 144 is effective for financial
statements issued for fiscal years beginning after 15 December 2001 and, generally, its provisions are to be applied prospectively. Management
has assessed the impact of the adoption of SFAS 144 on its consolidated financial statements and believes the impact will not be material.

g. Share option plans

At 31 December 2001, the Company had certain options outstanding under its share plans. As permitted by SFAS No. 123, “Accounting
for Stock-Based Compensation”, the Company elected not to adopt the recognition provisions of the standard and to continue to apply the
provisions of Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees,” in accounting for its share options and
awards. Had compensation expense for share options and awards been determined in accordance with SFAS No.123, the Group's loss for
period and basic and diluted loss per share would have been as follows:

Year ended 31 December

1999 2000 2001 2001
£'000 £'000 £'000 $°000
Loss for period before extraordinary items
As reported (99,052) (121,924) (403,615) (586,977)
As adjusted (108,759) (140,646) (430,130) (625,538)
Basic and diluted loss per share before extraordinary items
As reported £(0.16) £(0.18) £(0.54) $(0.79)
As adjusted £(0.17) £(0.20) £{(0.58) $(0.84)
Loss for period after extraordinary items
As reported (99,052) (121,924) (344,841) (501,502)
As adjusted (108,759) (140,646) (371,356) (540,063)
Basic and diluted loss per share after extrordinary items
As reported £(0.18) £(0.18) £(0.486) $(0.67)
As adjusted £(0.17) £(0.20) £(0.50) $(0.72)

Solely for the purposes of providing the disclosures required by SFAS No. 123, the fair value of each grant was estimated on the date of grant
using the Black-Scholes option pricing mode!, with the following assumptions: volatility 40%, risk free interest rate prevailing at the time of
grant (4.4%-6.7%), expected lives of options six years and dividend yield 0%.
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The Company is the holding company of the Group and has the following principal operating subsidiary undertakings, each of which is a
private company registered in its country of operation. The Company holds 100% of the allotted capital of all of its operating subsidiaries
through intermediate holding companies and their results are included in the consolidated financial statements.

Name

COLT Telecommunications
(unlimited company)

COLT Telecom GmbH

COLT Télécommunications
France SAS

COLT Telecom AG

COLT Telecom SpA

COLT Telecom Espafia SA
COLT Telecom BV

COLT Telecom SA

COLT Telecom Austria GmbH
COLT Telecom AB

COLT Internet AB

Callshop etc. Limited

COLT Internet U.S Corp.
COLT Telecom U.S. Corp.
COLT Telecom ireland Limited
COLT Telecom A/S

COLT Telecom A/S

COLTEL- Servicos de

Telecomunigactes, Unipessoal Lda

Fitec SAS

Apogee Communication SAS

Asthea Ingenerie SARL

Country of operation

United Kingdom

Germany

France

Switzerland
ltaly

Spain

The Netherlands
Belgium

Austria

Sweden
Sweden

United Kingdom
USA

USA

Ireland
Denmark
Norway

Portugal

France
France

France

Principai activities

Telecommunications and internet services provider

Telecommunications and internet services provider

Telecommunications and internet services provider

Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications services provider

Internet services provider

Telecommunications services provider

Intragroup internet services provider

Intragroup telecommunications services provider
Telecommunications and internet services provider
Telecommunications and internet services provider
Telecommunications and internet services provider

Telecommunications and internet services provider

Value added services integrator
Value added services integrator

Value added services integrator
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Group Profit and Loss Account
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Qi1 Q2 Q3 Q4 Total
£000 £'000 £'000 £'000 £'000
Turnover
Switched 125,973 127,833 136,548 142,293 532,647
Non-switched 82,531 91,786 94,418 97,870 366,705
Other 912 4,459 458 506 6,335
209,416 224,078 231,424 240,769 905,687
Cost of sales
Interconnect and network (148,785) (157,776) (164,380) (233,965) (704,906)
Network depreciation (33,159) (37,735) (45,302) (120,568) (236,764)
(181,944) (195,511) (209,682) (354,533) (941,670)
Gross profit (loss) 27,472 28,567 21,742 (113,764) (35,983)
Operating expenses
Selling, general and administrative (55,997) (58,401) (60,615) (89,968) (264,981)
Other depreciation and amortisation (7,763) (9,660) (13,403) (28,141) (58,967)
(63,760) (68,061) (74,018) (118,109) (323,948)
Operating loss (36,288) (39,494) (52,276) (231,873) (359,931)
Other income (expense)
Interest receivable 19,245 16,728 14,071 10,683 60,727
Gain on purchase of debt ~— -- 58,774 -- 58,774
Amounts written off investment in own shares —-— —-— - (2,757) (2,757)
Interest payable and similar charges (28,690) (28,550) (27,944) (26,768) (111,952)
Exchange gain (loss) (8,637) (2,469) 8,661 (2,785) (5,230)
(18,082) (14,291) 53,562 (21,627) (438)
Profit (loss) on ordinary activities before taxation (54,370) (53,785) 1,286 (253,500} (360,369)
Taxation - —— - - -
Profit (loss) for period (54,370) (53,785) 1,286 (253,500) (360,369)
Basic and diluted loss per share £(0.08) £(0.08) £0.00 £(0.29) £(0.48)
GCther data:
Turnover growth (i}
Year-to-year 58% 48% 39% 2% 32%
Quarter-to-quarter -11% 7% 3% 4% n/a
Gross profit margin (ii) 13% 13% 9% -47% -4%
EBITDA (£'000) (ii) 4,634 7,901 65,203 (85,921) (8,183)
EBITDA margin 2% 4% 28% -36% -1%

(iy  Turnover includes infrastructure sales of £46,212,000 in Q4 2000 and £3,829,000 in Q2 2001.

(i) Gross profit and EBITDA includes profit from infrastructure sales and exceptional charges and provisions.

For further information on infrastructure sales and exceptional charges see notes 2 and 7.
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Group Profit and Loss Account Year Ended 31 Becember
1997 1998 1999 2000 2001
£'000 £'000 £°000 £'000 £'000
Turnover
Switched 62,158 162,232 274,321 405,269 532,647
Non-switched 18,731 51,880 124,587 232,857 366,705
Other 581 940 2,644 48,851 6,335
81,470 215,052 401,552 686,977 905,687
Cost of sales
Interconnect and network (55,965) (148,329) (273,166) (478,215) (704,906)
Network depreciation (10,509) (24,022) (50,439) (88,689) (236,764)
(66,474) (172,351) (323,605) (566,904) (941,670)
Gross profit (loss}) 14,996 42,701 77,947 120,073 (35,983)
Operating expenses
Selling, general and administrative (33,729) (71,767) (129,072) (181,674) (264,981)
Other depreciation and amortisation (1,923) (5,064) (14,196) (23,312) (58,967)
(35,652) (76,831) (143,268) (204,986) (323,948)
Operating loss (20,656) (34,130) (65,321) (84,913) (359,931)
Other income (expense)
Interest receivable 7,832 21,747 32,649 80,500 60,727
Interest payable and similar charges (20,446) (43,574) (66,055) (104,794) (111,952)
Amounts written off investment in own shares —— —— -— —-— (2,757)
Gain on purchase of debt -— - -— -— 58,774
Exchange gain {loss) 721 355 (2,534) (7,653) (5,230)
(11,893) (21,472) (35,940) (31,947) (438)
Loss on ordinary activities before taxation (32,549) (55,602) (101,261) (116,860) (360,369)
Taxation - -= - - -
Loss for period (32,549) (55,602) (101,261) (116,860) (360,369)
Basic and diluted loss per share £(0.07) £(0.10) £(0.16) £(0.17) £(0.48)

Other turnover in 2001 includes infrastructure sales of £3,829,000 (2000:£46,212,000, 1997-1999:nil) which had associated cost of sales of
£2,415,000 (2000:£27,222,000, 1997-1999:nil).
Details on exceptional items are provided in note 7, there were no exceptional items in 1999 or 2000.

Group Balance Sheet At 31 December

1897 1998 1999 2000 2001

£'000 £000 £'000 £'000 £000
Fixed assets 162,134 381,489 723,594 1,328,408 1,816,109
Current assets 296,052 794,941 1,718,587 2,023,780 1,611,683
Total assets 458,186 1,176,430 2,442,181 3,352,188 3,427,792
Equity shareholders’ funds 157,818 387,068 1,000,875 1,501,857 1,624,359
Creditors 300,368 789,362 1,441,306 1,850,331 1,742,027
Provisions for liabilities and charges -— —-— -— -— 61,406
Total liabilities, capital and reserves 458,186 1,176,430 2,442,181 3,352,188 3,427,792
Operating Statistics (unaudited) 1997 1998 1899 2000 2001
Route kilometres (at end of year) 506 1,200 1,892 3,065 4,458
Buildings connected (at end of year) 1,189 2,191 3,781 5,805 7,843
Switched minutes for year (MM) 1,413 3,429 7,837 15,758 20,248
Private wire VGEs (at end of year) (‘000) 426 1,503 3,661 8,486 15,312
Racks (at end of year) - -— —-— 1,137 2,212

Headcount (at end of year) 623 1,436 2,494 4012 5,345
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Q1 Q2 Q3 Q4

Route Kilometres (a) (at end of quarter)

UK and Ireland 320 343 374 405
Germany 1,228 1,304 1,359 1,447
France 529 538 563 630
South Region 847 700 803 927
North Region 718 734 871 1,049

Total 3,442 3,619 3,970 4,458

Buiidings Connected (at end of quarter)

UK and Ireland 1,589 1,642 1,700 1,752
Germany 2,556 2,684 2,846 2,985
France 811 889 971 1,051
South Region 789 952 1,110 1,289
North Region 553 636 707 766

Total 6,298 6,803 7,334 7,843

Switched Minutes (MM) (for quarter)

UK and Ireland 1,627 1,817 1,865 1,886
Germany 1,856 1,957 1,963 2,425
France 714 697 591 548
South Region 274 392 453 444
North Region 154 175 191 219

Total 4,625 5,038 5,063 5,522

Private Wire VGEs (b) (000) (at end of quarter)

UK and Ireland 3,252 3,807 4,745 5,188
Germany 4,256 4,996 5,566 5,896
France 745 918 1,074 1,234
South Region 1,308 1,520 1,694 2,102
North Region 687 819 885 892

Total 10,248 12,060 13,964 16,312

Racks (at end of quarter)

UK and Ireland 393 411 524 535
Germany 263 319 346 379
France 365 403 435 443
South Region 394 574 626 660
North Region 107 125 179 195

Total 1,522 1,832 2,110 2,212

Headcount (at end of quarter)

UK and Ireland 1,297 1,392 1,477 1,480
Germany 1,388 1,492 1,573 1,595
France 518 559 755 759
South Region 606 687 756 809
North Region 559 600 653 676
Other 4 4 24 26

Total 4,372 4,734 5,238 5,345

(a) Route kilometres do not include inter-city network.

(b) Non-switched circuits are measured in Voice Grade Equivalents (VGEs). VGEs are the comparable number of voice circuits, of 64 kilobits
per second, each approximately equivalent in capacity to the non-switched circuit being measured.

South Region comprises ltaly, Portugal, Spain and Switzerland.

North Region comprises Austria, Belgium, Denmark, The Netherlands and Sweden.

we make business §
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Listings
Ordinary shares of COLT Telecom Group plc are traded on
the London Stock Exchange and, in the form of American

Depositary Shares (ADSs), on the Nasdaq National Market.

American Depositary Receipts

ADSs, each representing four ordinary shares, are
traded on the Nasdaq National Market under the
symbol ‘COLT". ADSs are represented by American
Depositary Receipts (ADRs). The ADR programme is
administered on behalf of the Company by The Bank
of New York, ADR Division, PO Box 11258,

Church Street Station, New York, N.VY. 10286-11258
Tel:1610 312 5315

Reports to ADR Holders

ADR holders receive the annual reports issued to ordinary
shareholders. COLT Telecom Group plc will file with the
Securities and Exchange Commission in the United States
its annual report on Form 20-F and other information as
required. A copy of the Form 20-F may be obtained by
writing to: Investor Relations, COLT Telecom Group plc,

15 Marylebone Road, London NW1 5JD or by e-mail to:
jdoherty@colt-telecom.com

Solicitors
Slaughter & May
One Bunhill Row, London EC1Y 8YY

Registrars

Lioyds TSB Registrars, The Causeway,
Worthing, West Sussex BN99 6DA
Telephone: +44 1903 502541

Annual General Meeting

The 2002 Annual General Meeting of COLT Telecom
Group plc will be held at 9.30 am on 23 May 2002 at:
The Capital Club, Abchurch Lane, London EC4 7BB

Secretary

Mark A. Jenkins

COLT Telecom Group plc

15 Marylebone Road, London NW1 5JD, United Kingdom
Telephone: +44 20 7380 3676

Facsimile: +44 20 7390 3701

e-mait: majenkins@colt-telecom.com

For Further information

John Doherty, Director of Investor Relations

COLT Telecom Group pic

15 Marylebone Road, London NW1 5JD, United Kingdom
Telephone: +44 20 7390 3681

Facsimile: +44 20 7390 3701

e-mail: jdoherty@colt-telecom.com

Registered Number
COLT Telecom Group plc
Registered in England No. 3232904

e
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www.colt.at

Vienna

COLT Telecom Austria GmbH
Karntner Ring 12

1010 Vienna

MD:  Alfred Pufitsch

Tel: +43 120500

Fax: +43 120500 199

U

Beigium
www.colt-telecom.be

Brussels

COLT Telecom SA
Zweefvliegtuigstraat 10
Rue du Planeur

B - 1130 Brussels

MD: Eric Willems

Tel: +32279016 186
Fax: +32219016 00

Antwerp

COLT Telecom SA
Haifastraat 6

B 2030 Antwerp

MD:  Eric Willems
Tel.: +32279016 16
Fax: +322190 16 00

N
Denmark mb

www.colt-telecom.dk

Copenhagen

COLT Telecom A/S

Borgmester Christiansens Gade 55
2450 Copenhagen SV

MD: Jesper Weng

Tel: +4570212330

Fax: +45702123 31

France |-

www.colt-telecom.fr

Paris

COLT eBusiness

25 Rue de Chazelles

75 849 Paris Cedex 17
MD: Claude Olier

Tel: +33170995500
Fax: +331709956 06

Paris

COLT Télécommunications
France SAS

25 Rue de Chazelles

75 849 Paris Cedex 17

MD: Jean-Baptiste Gagliardi
Tel: +33 170995500

Fax: +33 170995606

Lyon

COLT Télécommunications
France SAS

11 Rue de Teinturiers

69 003 Lyon

City Director:

Frédéric Panya-Lestonnat
Tel: +33426847900
Fax: +3342684 7901

Marseilles

COLT Télécommunications
France SAS

152 Avenue du Prado

13 008 Marseilles

City Director:

Damien Neyret

Tel: +33488914500
Fax: +33 488914501

Germany

www.colt.de

Frankfurt

COLT Tetecom GmbH

Zentrale

Herriotstrale 4

60313 Frankfurt

MD Central Region: Horst EnzelmUller
Tel: +4969566060

Fax: +49 69 56 606 1000

Frankfurt

COLT Telecom GmbH
Niederlassung Frankfurt
Gervinusstralle 18-22

60322 Frankfurt

City Director: Wendelin Meyer-Malck
Tel: +4969959580

Fax: +4969 95958 100

Berlin

COLT Telecom GmbH
Niederlassung Berlin
UhlandstralRe 181-183
10623 Berlin

MD: Bernd Huber

Tel: +48 30 88 4420
Fax: +49 3088 442 100

Cologne

COLT Telecom GmbH
Niederlassung Cologne
Magnusstrale 13

50672 Cologne

MD: Friedhelm Dérmbach
Tel: +49 22127 380

Fax: +49 22127 381 00

Dusseldorf

COLT Telecom GmbH
Niederlassung Dusseldorf
Uerdinger Strafe 80

40474 Dusseldorf

City Director: Friedhelm Dérnbach
Tel: +49211 478430

Fax: +49211 478 43100

Hamburg

COLT Telecom GmbH
Niederlassung Hamburg
ABC-Strale 19

20354 Hamburg

MD: Bernd Huber

Tel: +4940 350670
Fax: +49 40 350671 00

TYVY

we make business

A TR A D AT T
Niederlassung Hanover
Calenberger Esplanade 4

30169 Hanover

City Director: Karl-Heinz Ehmann
Tel: +49511 123 530

Fax: +49511123 53100

fiunich

COLT Telecom GmbH
Niederlassung Munich
Von-der-Tann-Straflle 11
80538 Munich

MD: Norbert Scheller
Tel: +49 89 286 410
Fax: +49 89 286 41 100

Stuttgart

COLT Telecom GmbH
Niederlassung Stuttgart
Kronenstrale 25

70174 Stuttgart

MD: Norbert Schelier
Tel: +49711 222530
Fax: +49711 22253100

italy

www.colt-telecom.it

Milan

COLT Telecom SpA

Viale E. Jenner 56

20159 Milan

MD:  Achille De Tommaso
City Director: Pierpaolo Lanati
Tel: +3902 303331

Fax: +39 02 30 333 700

Turin

COLT Telecom SpA
Environment Park

Via Livorno 60

10144 Turin

City Director: Davide Suppia
Tel:  +3901123001

Fax: +39 011 2300 700

Rome

COLT Telecom SpA

Via Simone Martini 127

00142 Rome

City Director: Roberto Di Gaetano
Tel: +3906 51074 1

Fax: +39 06 51074 700

Netheriands ?_1

www.colt-telecom.nl

Amsterdam

COLT Telecom BV

Van der Madeweg 12-14a
Postbus 94014

1090 GA Amsterdam

MD: Richard Oosterom

~Tel:  +31 20888 2020

Fax: +3120 888 2010

Rotterdam

COLT Telecom BV
Conradstraat 28

Postbus 29165

3001 GD Rotterdam
MD: Richard Oosterom
Tel:  +31 10799 3030
Fax: +31 10799 3010




The Hague

COLT Telecom BV

C/O Conradstraat 28
Postbus 29165

3001 GD Rotterdam
MD: Richard Oosterom
Tel:  +31 10 799 3030
Fax: +31 10799 3010

acly

Portugal

www.coit-telecom.pt

Lisbon

COLTEL - Servigos de Telecomunicaces,
Unipessoal Lda

Estrada da Outurela 118

Edificio B

2795-606 Carnaxide

MD: Adelino Santos

Tel: +35121 12000 00

Fax: +351 211200008

Switzerland |C -

Republic of Irefand

www.colt-telecom.ie

Dublin

COLT Telecom Ireland Limited
Segrave House

19/20 Earlsfort Terrace

Dublin 2

Ireland

MD: Gary Keogh

Tel: +353 1634 5900

Fax: +353 1634 5901

. I
Spain &
&

www.colt-telecom.es

Madrid

COLT Telecom Espafia SA
C/ Telemaco 5

28027 Madrid

MD: Angel Rojo-Diez
Tel: +34 91 789 9000
Fax: +34 91789 9099

Barcelona

COLT Telecom Espaiia SA
C/Acero 5-9

08038 Barcelona

MD: Gines Alarcon

Tel: +34 93 445 5000
Fax: +34 93 445 5099

Valencia

COLT Telecom Espaiia SA
C/Espinosa, 8

46008 Valencia

City Director: Leopoldo Salinas
Tel: +34 96 046 6000

Fax: +34 96 046 6100

n
Sweden 0

www.colt-telecom.se

Stockholm

COLT Telecom AB

Box 3458

Luntmakargatan 18

SE-103 69 Stockholm

Sweden

Nordic Regional Director: Pierre-Alain Graf
Tel: +4687818000

Fax: +4687818100

www.colt.ch

Zurich

COLT Telecom AG
Mirtschenstrasse 27
CH-8048 Zurich

MD: Roger Gehrig
Tel: +41 15600600
Fax: +4115600610

Geneva

COLT Telecom AG

Rue de Montbrillant 40 bis
CH-1201 Geneva

City Director: Gerardo Spedaliero
Tel:  +4122581 0591

Fax; +41225910585

United Kingdom %%

www.colt.net

London

(registered address)

COLT Telecom Group plc

15 Marylebone Road

London NW1 5JD

President & CEO: Peter Manning
Chief Financial Officer: Larry Ingeneri
MD South Region: Lakh Jemmett
MD, European Network Services:
Steve Robertson

MD Group Services: Hugh Wilson
Organisation Transition Director:
Jonathan Watts

Tel:  +44 20 7863 5000

Fax: +44 20 7390 3701

www.colt-telecom.co.uk

London

COLT Telecommunications
Beaufort House

15 St Botolph Street
London EC3A 7QN

Acting MD: lan Hinchliffe
Tel:  +44 20 7390 3900
Fax: +44 20 7390 3901

Birmingham

COLT Telecommunications

4 Stephens Street

Newtown

Birmingham B6 4RG

Sales Manager: Ed Chapman
Tel: +44 20 7947 1803
Fax: +44 20 7947 1810

Manchester

COLT Telecommunications
C/O Beaufort House

15 St.Botolph Street

London EC3A 7QN

Sales Manager: Andrew Lister
Tel: +44 20 7390 3900

Fax: -+44 20 7390 3901
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