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OPERATING AND FINANCIAL REVIEW AND PROSPECTS AT AND FOR THE
THREE AND NINE MONTHS ENDED 31 DECEMBER 2001

References to “we”, “us’, “our”, “Yell”, and the “ Yell Group” are to Yell Finance B.V., a company incorporated with limited
liability under the law of the Netherlands, and its consolidated subsidiaries and affiliates, except as otherwise indicated; and with
respect to periods prior to 22 June 2001, these terms also refer to Yellow Pages and Yellow Book businesses and companies
acquired from British Telecommunications plc (“ BT").

The following information should be read in conjunction with the unaudited financial information for the Yell Group as of and for
the three and nine months ended 31 December 2001, attached hereto. The financial information for the Yell Group for the nine
months ended 31 December 2001 includes successor and predecessor financial information for Yell as described below. The
attached financial information has been prepared in accordance with generally accepted accounting principles in the United
Kingdom (“UK GAAP”). UK GAAP differs in certain important respects from generally accepted accounting principles in the
United Sates.

Introduction

The Yell Group is the leading provider of classified directory advertising and associated products
and services in the United Kingdom and a leading provider of classified directory advertising in
the United States. The Yell Group has operated as an independent group since 22 June 2001, the
date on which a consortium of investors purchased BT’'s equity interests in Yellow Book USA
Inc. and Yellow Pages Sales Limited, and the net assets and operations of BT's subsidiary Yell
Limited (the “Yell purchase”). Prior to the Yell purchase, the Yell Group operated as a business
within BT, rather than as a separate legal entity.

The attached unaudited predecessor combined financial information for the Yell Group for
periods prior and up to 22 June 2001 represents an aggregation of the financial information of
Yell's classified directories and related operations in the United Kingdom and in the United
States whilst they were still part of BT. The attached unaudited successor consolidated financial
information for the Yell Group for the period after the acquisition from 23 June 2001 to 31
December 2001 and for the three months ended 31 December 2001 represents a consolidation of
the financial information of Yell Finance B.V. and its subsidiaries and affiliate.

For purposes of presenting and analysing our results of operations for the nine months ended 31
December 2001 below, unless otherwise noted, we have aggregated the predecessor results
through 22 June 2001 and the successor results from 23 June 2001 to 31 December 2001. We
have analysed the results on this basis, which is not a UK GAAP presentation, because the Yell
purchase did not affect the underlying operating results, before interest, taxation, depreciation and
amortisation, during the period.

The Yell Purchase

The total cost of acquiring the businesses and companies comprising the Yell Group was
£2,007.6 million, giving rise to total goodwill of £1,694.0 million with an estimated life of 20
years. In connection with the Yell purchase, we borrowed £2,099.0 million, comprising £1,450.0
million from financial institutions, £5649.0 million from our parent company Yell Group Limited
and £100.0 million from the vendor, a BT affiliate.

The Yell purchase has had a significant effect on the financial results for the periods following
the Yell purchase. In particular, our increased leverage has led to a significant increase in interest
payable. In addition, the net increase in goodwill of £1,267.6 million resulting from the Yell
purchase has led to a significant increase in the amortisation of goodwill. Taking into account the
increased goodwill amortisation and the increased interest charge, including the non-cash accrual
of interest payable to the parent company, we have reported net losses for periods following the
Y ell purchase and expect to continue to report net losses in future periods.



The Proposed McLeod Acquisition

On 21 January 2002, we announced our agreement to acquire McLeodUSA Publishing Company,
one of the largest independent directory publishers in the United States for $600.0 million.
McLeodUSA Publishing Company published 267 directory editions during the year ended 31
December 2001 and expects to have generated turnover of approximately $300 million and
EBITDA of approximately $58 million for that period. The proposed acquisition would double
the number of states in which we operate within the United States. Our review of results of
operations below does not give effect to this proposed acquisition, which is conditional upon,
among other things, finalisation of the financia restructuring of the vendor. The financing
package for the proposed acquisition is discussed below under “Liquidity and Capital
Resources—Capital Resources’.



Operating Results
Summary Results

Our results for the three and nine months ended 31 December 2000 and 2001 are summarised in
the table below:

Threemonthsended Per cent Ninemonthsended Per cent
31 December increase 31 December increase
2000 2001 (decr ease) 2000 2001 (decr ease)
Aggregated
(£ in millions, unless (£ inmillions, unless
otherwise indicated) otherwise indicated)
Group turnover 177.2 202.7 14.4% 538.5 598.0 11.0%
Cost of sales (86.4) (95.0) 10.0% (221.7) (253.9) 14.5%
Gross profit 90.8 107.7 18.6% 316.8 344.1 8.6%
Distribution costs (5.5) (5.4) (1.8)% (15.2) (16.5) 8.6%
Administrative costs (61.3) (78.4) 27.9% (171.9) (222.8) 29.6%
Group operating profit 24.0 23.9 (0.9)% 129.7 104.8 (19.2)%
EBITDA®
UK operations 28.7 34.3 19.5% 147.2 148.7 1.0%
US operations 4.2 16.4 290.5% 9.3 22.2 138.7%
Group 329 50.7 54.1% 156.5 170.9 9.2%
Adjusted EBITDA®
UK operations 28.7 34.3 19.5% 147.2 148.7 1.0%
US operations 7.1 16.4 131.0% 17.9 25.2 40.8%
Group 35.8 50.7 41.6% 165.1 173.9 5.3%
Gross profit margin 51.2% 53.1% 58.8% 57.5%
Adjusted Group
EBITDA margin 20.2% 25.0% 30.7% 29.1%
Operating profit margin 13.5% 11.8% 24.1% 17.5%
Cash inflow from
operations less capital
expenditures
49.8 45.8 (8.0)% 141.5 136.2 (3.71)%
(1) Includes the predecessor results through 22 June 2001 and the successor results through 31 December 2001.
(2 EBITDA comprises total operating profit, including our share of joint venture operating profit, before depreciation and

amortisation. The EBITDA disclosed here is not necessarily comparable to EBITDA disclosed by other companies
because EBITDA is not uniformly defined. We believe that EBITDA is a relevant measurement used by companies to
assess performance which attempts to eliminate variances caused by the effects of differences in taxation, the amount and
types of capital employed and depreciation and amortisation policies. EBITDA should not be considered by investors as
an alternative to group operating profit or profit on ordinary activities before taxation, as an indicator of operating
performance or as an alternative to cash flow from operating activities.

3) Adjusted EBITDA comprises EBITDA as described above adjusted to exclude the expenses of the US management
incentive plan. The expenses in periods through 22 June 2001 are excluded because the plan was terminated on 22 June
2001. Adjusted EBITDA is not a measure of performance under UK or US GAAP. We believe that adjusted EBITDA isa
relevant measurement to assess our underlying financial performance.



Certain operational results for the nine months ended 31 December 2000 and 2001 are summarised in the
table below:

Ninemonthsended

31 December
2000 2001
Aggregated

UK Operational Information:

Unique printed directory advertisers (UNits)™............ccovvevieieeeireeseeees e 306,901 321,320

Unique advertiSer Fetention FaEE?) ............coveueeeieeeieeseseseseeses st enes st esessseeenseeneses 82.4% 79.5%

Turnover per UNiQUE a0VEITISEr (£)......ueeiureiiuiieiiieiiie et sieestee st siee et e b e saeeesiee e £1,185 £1,184
US Operational I nformation:

Unique printed director advertisers (UNIitS) M..........ocoevivveeieeieeee e eseesssesseenen s 115,964 133,007

Unique advertiser retention rat@...............cc.ovevieeeieeeeeeee e eeee et eeae s NA 70.2%

Turnover per unique adVErtiSEr (£)......co.vvrieieieiiiiiisrisre st £1,285 £1,404

(1) Unique advertisers are counted only once regardless of the number of advertisements they purchase or the number of
directories in which they advertise.

(2) Proportion of advertisers that have renewed their advertising from the preceding publication. In the United Kingdom, this
measur e excludes national and key accounts where retention is very high.

(3) Theretention rate in the United States for the nine months ended 31 December 2000 is not available. The retention rate for
the full financial year ended 31 March 2001 was 70.4%.

Turnover

Turnover during the three and nine months ended 31 December 2000 and 2001 is summarised in
the table below:

Three Monthsended Per cent Nine Months ended Per cent
31 December increase 31 December increase
2000 2001 (decr ease) 2000 2001® (decrease)
Aggregated
(£ inmillions) (£ in millions)
UK printed directories 101.2 110.1 8.8% 363.6 380.6 4.7%
US printed directories 65.4 81.5 24.6% 149.0 186.7 25.3%
Other products and
services 10.6 111 4.7% 25.9 30.7 18.5%
Group turnover 177.2 202.7 14.4% 538.5 598.0 11.0%
Group's share of joint
venture' sturnover 1.0 11 10.0% 3.9 4.3 10.3%
Total turnover 178.2 203.8 14.4% 542.4 602.3 11.0%
1) Includes the predecessor results through 22 June 2001 and the successor results through 31 December 2001.

Group turnover increased by £59.5 million, or 11.0%, from £538.5 million in the nine-month
period ended 31 December 2000 to £598.0 million in the nine-month period ended 31 December
2001, reflecting increased turnover during the period from each business segment, particularly
US printed directories.



UK printed directories. Turnover from UK printed directories increased by £17.0 million, or
4.7%, from £363.6 million in the nine-month period ended 31 December 2000 to £380.6 million
in the nine-month period ended 31 December 2001. For the three-month period, turnover
increased by £8.9 million, or 8.8%, from £101.2 million in the three months ended 31 December
2000 to £110.1 million in the three months ended 31 December 2001. This growth consisted
entirely of directory-to-directory growth and reflects primarily increases in advertising volumes
and the introduction and take-up of colour advertising in directories published from October
2001, offset in part by decreases in advertising prices.”

During the nine-month period, we sold advertising to 321,320 unique advertisers, a net increase
of 14,419 unique advertisers as compared to the 306,901 unique advertisers we had during the
corresponding period in the prior financial year. This increase reflected primarily the continued
success of our "first-steps” discount programme.

Our retention rates decreased slightly to 79.5% during the nine months ended 31 December 2001
as compared to 82.4% during the same period in the prior financial year, mainly reflecting the
lower renewa rate among the large proportion of first-time advertisers that we acquired in the
prior year when we introduced our first-steps programme. This decrease also reflects a slight
increase in the percentage of advertisers that did not renew due to business failure and other
forms of uncontrollable advertiser loss. Our retention rate for the third quarter showed an
improvement in comparison to the earlier six months of the financial year.

Turnover per unique advertiser of £1,184 during the nine months ended 31 December 2001 was
comparable to £1,185 during the nine months ended 31 December 2000. The increase in new
advertisers taking advantage of discounts offered as part of the first-steps programme was offset
in part by increased turnover from first-steps advertisers who joined the programme in the prior
year and renewed at the lower discount available during the second year, and in part by additional
revenues generated by the introduction and take up of colour advertising in directories published
from October 2001. We currently expect that colour advertising will continue to positively affect
our turnover going forward in the short term and help compensate for downward pressures on UK
prices.

The positive effect on turnover resulting from increases in the volumes of advertising during the
nine-month period was offset in part by an average decline in prices of approximately 0.6%, due
to our current regulatory cap on prices, which restricts us from increasing Yellow Pages
advertising rates by more than the annual increase in the UK Retail Price Index (“RPI”) less 2%.
The price cap applied to approximately 66% and 62% of our group turnover in the nine months
ended 31 December 2000 and 2001, respectively. From January 2002, we will be required to
abide by a new price cap of RPI minus 6% for an expected period of four years, which will
further affect our pricing.

US printed directories. Turnover from US printed directories increased by £37.7 million, or
25.3%, from £149.0 million for the nine-month period ended 31 December 2000 to £186.7
million for the nine-month period ended 31 December 2001. New directories launched during the
nine months ended 31 December 2001 accounted for approximately £12 million of the increase.
Directory-to-directory growth of 7.2% during the nine months was the second most important
factor contributing to thisincrease. The balance of the increase in turnover came from directories
that we published for the first time since we acquired them, including in some cases acquired

" Directory-to-directory growth is derived by comparing the turnover from directories we published in a period
with turnover from these same directories or predecessor directories covering the same geographic area
published in the previous publishing cycle.



directories that we rescoped (i.e. changed the geographic coverage of a directory) and combined
with existing directories, and from movement in the dollar to pound sterling exchange rate, which
was offset in part by a decrease in turnover resulting from the rephasing of some directories into
later periods.

We sold advertising to 133,007 unique advertisers during the nine months ended 31 December
2001, a net increase of 17,043 unique advertisers as compared to the 115,964 unique advertisers
we had during the corresponding period in the prior financial year.

In the United States, customer retention rates for the nine months ended 31 December 2001 were
70.2% compared to 70.4% for the full financial year ended 31 March 2001.

Turnover per unique advertiser for US printed directories has increased from £1,285 during the
nine months ended 31 December 2000 to £1,404 during the nine months ended 31 December
2001. This growth has been largely due to increases in volume and mix of types of advertising
sold.

Turnover for US printed directories increased by £16.1 million, or 24.6%, from £65.4 million for
the three-month period ended 31 December 2000 to £81.5 million for the three-month period
ended 31 December 2001. Directory-to-directory growth was 6.9%. The launch of new
directories accounted for approximately £4 million of the increase. The balance of the increased
turnover for the three-month period came from movement in the dollar to pound sterling
exchange rate and from directories that we published for the first time since we acquired them.
Our rate of directory-to-directory turnover growth for US printed directories in future periods
may be affected by difficult market conditions in the United States, which may decrease the
amount of advertising spend that some advertisers are willing to devote to our directories, prevent
or discourage some advertisers from renewing advertising and reduce generaly the pool of new
small businesses that are potential new advertisers.

Other products and services. Turnover from other products and services during the first nine
months of the 2001 financial year increased by £4.8 million, or 18.5%, compared to the first nine
months of the 2000 financial year. For the three-month period ended 31 December 2001,
turnover from other products and services increased by £0.5 million or 4.7%, compared to the
same period in the prior financia year. This was due largely to growth in our on-line services
relating to Yell.com, which grew from £5.4 million to £10.6 million during the nine-month
period, and from £2.4 million to £3.8 million in the three-month period, partially offset in each
case by reductions in other products and services.



Cost of Sales

Our cost of sales comprises salaries and related expenses of our sales force, paper, printing and
pre-press production costs and bad-debt expense. The principal components of sales force costs,
which represent a mgjority of our cost of sales, are employee costs of the sales force, including
salaries, benefits and commissions, and associated direct costs. In general, we recognise the cost
of sales for each directory on completion of delivery of that directory. Cost of sales during the
three and nine months ended 31 December 2000 and 2001 are summarised in the table below:

Three Monthsended Per cent Nine Months ended Per cent
31 December increase 31 December increase
2000 2001 (decr ease) 2000 2001® (decrease)
Aggregated
(£ inmillions) (£ inmillions)
UK printed directories 41.1 43.7 6.3% 126.4 135.2 7.0%
US printed directories 41.1 45.7 11.2% 86.6 105.6 21.9%
Other products and services 4.2 5.6 33.3% 8.7 13.1 50.6%
Total cost of sales 86.4 95.0 10.0% 221.7 253.9 14.5%
1) Includes the predecessor results through 22 June 2001 and the successor results through 31 December 2001.

Total cost of sales increased by £32.2 million, or 14.5%, from £221.7 million in the nine-month
period ended 31 December 2000 to £253.9 million in the nine-month period ended 31 December
2001, primarily reflecting growth in the US operations.

The £8.8 million, or 7.0%, increase in cost of sales for UK printed directories from £126.4
million in the nine-month period ended 31 December 2000 to £135.2 million in the nine-month
period ended 31 December 2001 was due primarily to an increase in employee costs. The
increase in employee costs was mainly due to an increase in the size of our sales force
corresponding with growth in the UK business as well as an increase in annual salaries.

The £19.0 million, or 21.9%, increase in cost of sales for US printed directories from £86.6
million in the nine-month period ended 31 December 2000 to £105.6 million in the nine-month
period ended 31 December 2001 reflected growth in the US business, as well as the significant
additional costs associated with the launch of new directories, an increase in our pre-press costs
as a result of using two suppliers on a paralel basis whilst the work is transitioned to a new
supplier, partially offset by a decrease in prototype directory costs.

During the three-month period ended 31 December 2001, cost of sales for US printed directories
increased £4.6 million, or 11.2%, to £45.7 million as compared to £41.1 million for the three-
month period ended 31 December 2000. The lower 11.2% increase in cost of sales for US printed
directories during the three-month period as compared to the 21.9% increase during the full nine-
month period reflects a lower level of new directory launches and prototype costs during the third
quarter.

Cost of sales for other products and services during the first nine months of the current financial
year was £4.4 million higher than during the same period in the prior year.

In the United Kingdom we have not to date experienced any significant deterioration in our bad
debts or collection profile. In the United States we have experienced a slight deterioration in
collection rates due to changing economic conditions.



Gross Profit

Gross profit was £107.7 million and £344.1 million for the three and nine months ended 31
December 2001, respectively, compared to £90.8 million and £316.8 million for the three and
nine months ended 31 December 2000, respectively. The gross profit margin was 53.1% and
57.5% for the three and nine months ended 31 December 2001 compared to 51.2% and 58.8% for
the same period last year. The decrease in gross profit margin during the nine-month period
mainly reflects the changing geographic mix of our operations resulting from the increased
contribution of our US business. The gross margin of the US business is substantially less overall
than that of the UK business, due to the high start-up costs associated with new US directory
launches and other costs associated with our strategy of growth and geographic expansion in the
United States, as well as other characteristics of the US directories market generally.

The gross profit margin on UK printed directories was 64.5% for the nine months ended 31
December 2001 compared to 65.2% for the nine months ended 31 December 2000, reflecting the
increased employee costs described above. The gross profit margin was 60.3% for the three
months ended 31 December 2001 compared to 59.4% for the same period in the previous year,
reflecting primarily the favourable effect on margins resulting from the introduction of colour
advertising, which was available during the full quarter.

The gross profit margin on US printed directories was 43.9% and 43.4% for the three and nine
months ended 31 December 2001, respectively, compared to 37.2% and 41.9% for the three and
nine months ended 31 December 2000. The higher gross profit margins on US printed directories
for both the three-month and nine-month periods were primarily the result of the lower level of
new directory launches and prototype costs during the third quarter as described above. We
currently expect that the level of new directory launches in the United States will increase during
the fourth quarter of this financial year as compared to the third quarter and that as a result our
gross profit margins for the fourth quarter and full year will be lower than our third quarter gross
profit margin.

Distribution Costs and Administrative Expenses

We incurred distribution costs of £5.4 million and £16.5 million during the three and nine months
ended 31 December 2001, respectively, compared to £5.5 million and £15.2 million during the
three and nine months ended 31 December 2000, respectively. Most of the increase in the nine-
month period arose from higher delivery costs in the United States, due to the greater number of
directories circulated. Delivery costs in the United States for the three-month period were lower
than in the comparable period in the prior financial year. Costs have decreased primarily because
the delivery of the current year's edition of the Boston directory will take place in the fourth
guarter. Last year's prototype edition was delivered in the third quarter.

Administrative expenses increased by £50.9 million, or 29.6%, from £171.9 million in the nine
months ended 31 December 2000 to £222.8 million in the nine months ended 31 December 2001.
During the quarter, they increased by £17.1 million, or 27.9%, from £61.3 million in the three
months ended 31 December 2000 to £78.4 million in the three months ended 31 December 2001.
The increase in each case was due primarily to an increase in the amortisation of goodwill
following the Yell purchase and an increase in depreciation arising from the purchase of a car
fleet from BT in connection with the separation.



Excluding this extra amortisation of goodwill and depreciation from all periods on a pro forma
basis, the increase for the comparative nine-month period was £15.6 million, or 9.1%, and the
increase for the comparative three-month period was £0.6 million, or 1.0%. This pro forma
increase for the nine-month period included a 8.3% increase in US administrative expenses
during the nine months which primarily arose from increased advertising and promotional costs,
movement in the dollar to pound sterling exchange ratio and employee costs. The pro forma
increase for the nine-month period also included a 10.2% increase in UK administrative expense,
arising primarily from costs incurred during the period in connection with increased employee
and other costs in the UK to operate on a stand-alone basis, and the implementation of our SAP
management information system.

Group Operating Profit

Group operating profit was £23.9 million and £104.8 million during the three and nine months
ended 31 December 2001, respectively, compared to £24.0 million and £129.7 million during the
three and nine months ended 31 December 2000, respectively. The effect of amortising the
higher level of goodwill from the date of the Yell purchase (which is reflected in the significant
increases in administrative costs) has resulted in group operating profit as a percentage of group
turnover decreasing from 13.5% and 24.1% during the three and nine months ended 31 December
2000, respectively, to 11.8% and 17.5% during the three and nine months ended 31 December
2001, respectively.

Interest Payable

Interest payable was £50.4 million and £115.8 million during the three and nine months ended 31
December 2001, respectively, compared to £6.4 million and £18.0 million during the three and
nine months ended 31 December 2000, respectively. The increases in both periods as compared
to their respective periods in the prior financial year was due to the increased leverage resulting
from the Yell purchase, and included the write-off in August 2001 of £5.3 million of fees related
to the bridge loans that were refinanced from the proceeds of the high yield bond issue.

Tax on Profit on Ordinary Activities

There was a £3.1 million tax charge for the period from 23 June to 31 December 2001. Thisis
lower than periods before the Yell purchase due to the decrease in taxable profit, largely as a
result of increased interest payable. Taxation during all the periods presented primarily arose as
UK corporation tax on the results of our UK operations. Our future taxation charge will depend
on our taxable income in the United Kingdom and United States.

Adjusted EBITDA

Adjusted EBITDA for the nine months ended 31 December 2001 was £8.8 million, or 5.3%,
higher than adjusted EBITDA for the same period in the prior financia year, and for the three
months ended 31 December 2001, it was £14.9 million, or 41.6%, higher than adjusted EBITDA
for the same period in the prior financial year. The increases in adjusted EBITDA for both
periods benefited from growth in gross profit, particularly the growth in gross profit of US
printed directories during the third quarter, partially offset by the increase in administrative
expenses, both as described above.



The adjusted group EBITDA margin for the nine months ended 31 December 2001 was 29.1%,
down from 30.7% for the same period in the prior financial year, and for the three months ended
31 December 2001 it was 25.0%, up from 20.2% for the same period in the prior financial year.
These movements in margin largely reflect movements in the gross profit margin for the
corresponding periods. For periods following the Yell purchase, there is no difference between
adjusted EBITDA and EBITDA.

Liquidity and Capital Resour ces

Prior to the Yell purchase, our principal source of liquidity was cash flow generated from our
operations and from loans from BT to fund acquisitions. Going forward, we will continue to fund
our existing business largely from cash flows generated from our operations. In addition, we
have access to a £100.0 million revolving credit facility as part of the senior credit facilities.

Cash Flows

The cash flows of the combined predecessor Yell Group during the three and nine months ended
31 December 2000 and the 83 day period ended 22 June 2001 and the cash flows of the
consolidated successor Yell Group for the three months and 192 day period ended 31 December

2001 are summarised in the table below.

Combined Consolidated Consolidated
(Predecessor) (Successor) Combined (Predecessor) (Successor)
Three Three Ninemonths 23 June
months months ended 1 April through
ended ended 31 December  through 22 31 December
31 December 31 December 2000 June 2001 2001
2000 2001
(£ in millions)
Net cash inflow from
operating activities 54.2 49.6 154.1 41.6 106.4
Net cash outflow from returns
on investments and servicing
of finance (6.4) (16.5) (18.0) (5.5) (47.0)
Taxation paid - (0.2) - - (0.4)
Net cash outflow from investing
activities (4.9) (4.1) (51.5) (17.5) (1,912.1)
Net cash inflow (outflow) before
financing 43.4 28.9 84.6 18.6 (1,853.1)
Net cash (outflow) inflow from
financing (44.8) (2.8) (86.9) 5.7 1,944.1
Net (decrease) increase in cash (1.4) 26.1 (2.3) 24.3 91.0

Net cash inflow from operating activities for the nine months ended 31 December 2001 was
£148.0million, compared with £154.1 million for the nine months ended 31 December 2000. Net
cash inflow from operating activities for the three months ended 31 December 2001 was £49.6
million, compared with £54.2 million for the three months ended 31 December 2000.

Interest paid has increased as a result of increased borrowings arising on the Yell purchase.
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Net cash outflow from investing activities comprises acquisitions, net of cash acquired, and
capital expenditure on fixed assets. On 22 June 2001, the successor Yell Group purchased the
predecessor Yell Group from BT. We subsequently purchased other businesses in the United
States for £7.0 million in separate transactions. Capital expenditure in the nine months ended 31
December 2001 of £11.8 million compares to £12.6 million in the same period last year. The
predecessor Yell Group also paid £11.7 million to BT in the period from 1 April through 22 June
2001 for the transfer of a car fleet to one of our subsidiaries in March 2001.

Prior to the Yell purchase, our financing activities were limited to transactions with BT. On 22
June 2001, we received net cash of £1,994.3 million from borrowings of £2,039.0 million and the
issue of £1.0 million in share capital to fund the Yell purchase. The amounts borrowed on 22
June 2001 and cash paid to BT on that date, include £40.0 million we drew from the £100.0
million revolving credit facility for the funding of a reserve for an adjustment based on a post-
closing determination of net working capital. We repaid all amounts owed under the revolving
credit facility in July 2001 when BT refunded the actual amount of the adjustment we agreed.

Capital Resources
At 31 December 2001, we had cash of £90.9 million.

We expect that any significant acquisitions or other significant expenditures, including those
related to the development of our on-line services, would in the future be financed through any
one or more of operating cash flow, credit facilities and the issue of new debt and equity
securities.

In connection with the proposed McLeod acquisition, we have received bank commitments for
$250.0 million of senior bank financing and a $250.0 million bridge facility which we intend to
use, together with additional funds from our existing investors and unrestricted cash, to finance
the purchase price.

We had net debt of £1,986.9 million at 31 December 2001. We are required to satisfy interest
and principal payments on our borrowings as they become due. To the extent we are not able to
fund any principal payment at maturity or any interest payment when due from cash flow from
operations, we would be required to refinance this indebtedness pursuant to credit facilities and/or
the issue of new debt and equity securities into the capital markets. Any failure to raise
additional funds necessary to achieve this would result in default under our debt covenants.
Neither our parent, Yell Group Limited, nor the sponsors has guaranteed our obligations under
the notes or has any obligation to provide additional equity financing to us. The first principal
repayments we are required to make on the senior credit facilities are on 30 September 2002 in
the amounts of £25.8 million and $0.9 million.

Other Matters
Market-related Risks

Interest is payable on most of our debt at a variable rate. We could, therefore, be adversely
affected if interest rates were to rise significantly. We have currently hedged nearly all of the
outstanding indebtedness under the senior credit facilities until 30 September 2003 and hedged
just over 50% of this outstanding indebtedness for the succeeding six months ending 30 March
2004 using interest rate swaps and forward rate agreements. We continue to review this strategy
on a quarterly basis.

1



All significant cash inflows and outflows associated with our operations in the United Kingdom
are denominated in pounds sterling, and all significant cash inflows and outflows associated with
our operations in the United States are denominated in dollars. However, our financial statements
are presented in pounds sterling, and changes in the exchange rate between the dollar and the
pound sterling will affect the trandlation of the results of our Yellow Book operations in the
United States into pounds sterling.

Changes in exchange rates can also result in trandlation and transaction gains or losses relating to
our dollar-denominated indebtedness and related interest payments. We do not currently hedge
any foreign exchange rate risk relating to dollar-denominated notes, although we will continue to
review this practice. At 31 December 2001, we had $531.8 million of borrowings denominated
in US dollars. This debt provides us with a partial hedge against translation gains and losses on
our investment in Yellow Book USA.

Taking into account our current debt structure and hedging arrangements, we expect quarterly
interest charges of approximately £50 million. As of 31 December 2001, taking into account the
hedging arrangements, if variable interest rates were to move by 1% with no change in exchange
rates, our interest charge would vary by approximately £250,000 per quarter. Further, taking into
account our US dollar-denominated liabilities, if the average dollar/pound sterling exchange rate
during a quarter were to be $1.58 to £1.00, for example, instead of $1.44 to £1.00, the
approximate rate effective for the three months ended 31 December 2001, then our quarterly
interest charge would be approximately £1 million lower.

New UK Accounting Standards

In November 2000, the Accounting Standards Board (‘‘ASB’’) issued Financial Reporting
Standard (‘*FRS'") 17 “Retirement Benefits’. We are required to phase in the adoption of the
disclosure requirements over the two financial years ended 31 March 2002 and 2003. Full
adoption of the standard is required from 1 April 2003. FRS 17 requires changes in the actuarial
methods and assumptions and the method of accounting for scheme surpluses or deficits. Upon
full adoption of FRS 17 the results of prior periods will also be restated to reflect its
requirements. We do not believe that the adoption of FRS 17 will have a material effect on our
results to the extent that market valuations do not materially fluctuate. Adoption of the standard
could result in more volatile pension charges from period to period when market valuations do
materially fluctuate.

In December 2000, the ASB issued FRS 19 *‘Deferred Tax’’, which requires full provision to be
made for deferred tax assets and liabilities, and which we adopted from 1 April 2001.

This report contains forward-looking statements. These statements appear in a number of places
in this report and include statements regarding our intentions, beliefs or current expectations
concerning, among other things, our results of operations, financial condition, liquidity,
prospects, growth, strategies, new products (such as colour advertising), the level of new
directory launches and the markets in which we operate.

Readers are cautioned that any such forward-looking statements are not guarantees of future
performance and involve risks and uncertainties, and that actual results may differ materially
from those in the forward-looking statements as a result of various factors. You should read the
section entitled “ Risk Factors’ in our registration statement on Form F-4 filed with the SEC on
August 29, 2001 for a discussion of some of these factors. We undertake no obligation to publicly
update or revise any forward-looking statements, except as may be required by law.



(Unaudited)

Total turnover

Group's share of joint venture's turnover

Group turnover
Cost of sales
Gross profit
Distribution costs
Administrative expenses
Group operating profit
Group's share of

joint venture's operating profit
Total operating profit
Interest payable

Profit (loss) on ordinary activities befor e taxation

Tax on ordinary activities
Profit (loss) for the period

YELL GROUP

PROFIT AND LOSSACCOUNTS

Consolidated
Combined (Predecessor) (Successor)
Nine months 1 April 23 June
ended to to
31 December 22 June 31 December
Notes 2000 2001 2001(note 1)
(Ein millions)
2 542.4 171.9 430.4
(3.9 (2.8) (1.5
2 538.5 169.1 428.9
(221.7) (71.2) (182.8)
3 316.8 98.0 246.1
(15.2) (5.5) (11.0)
(171.9) (60.5) (162.3)
129.7 320 72.8
13 0.9 0.5
131.0 329 733
(18.0) (5.8) (110.0)
113.0 271 (36.7)
(41.5) (13.2) 3.1
715 139 (39.8)

All of the Yell Group’s results arose from continuing operations.

Currency movements arising on combination of non-UK subsidiaries and the joint venture during the nine
months ended 31 December 2000 totalled a gain of £14.0 million and during the period from 1 April to 22
June 2001 totalled a gain of £0.8 million. Currency movements arising on the consolidation of non-UK
subsidiaries and the joint venture during the period from 23 June to 31 December 2001 totalled a net loss of
£8.1 million. Other than the profits for the financial periods presented and these currency movements, there
have been no other recognised gains or losses during these periods and accordingly no statements of total
recognised gains and losses are presented.
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YELL GROUP

PROFIT AND LOSSACCOUNTS

Combined Consolidated
(Predecessor) (Successor)
Three months Three months
ended ended
31 December 31 December
(Unaudited) Notes 2000 2001(note 1)
(Ein millions)
Total turnover 2 178.2 203.8
Group's share of joint venture's turnover (1.0 (1.1)
Group turnover 2 177.2 202.7
Cost of sales (86.4) (95.0)
Gross profit 3 90.8 107.7
Distribution costs (5.5) (5.4)
Administrative expenses (61.3) (78.4)
Group operating profit 240 239
Group's share of
joint venture's operating profit 0.4 0.4
Total operating profit 24.4 24.3
Interest payable (6.4) (50.4)
Profit (loss) on ordinary activities befor e taxation 180 (26.2)
Tax on ordinary activities (7.7) (2.1
Profit (loss) for the period 10.3 (28.2)

All of the Yell Group’s results arose from continuing operations.

Currency movements arising on combination of non-UK subsidiaries and the joint venture during the three
months ended 31 December 2000 totalled a loss of £1.7 million. Currency movements arising on the
consolidation of non-UK subsidiaries and the joint venture during quarter ended 31 December 2001 totalled a
net gain of £1.9 million. Other than the profits for the financial periods presented and these currency
movements, there have been no other recognised gains or losses during these periods and accordingly no
statements of total recognised gains and losses are presented.



YELL GROUP

CASHFLOW STATEMENTS

Consolidated
Combined (Predecessor) (Successor)
Nine months 1 April 23 June
ended to to
31 December 22 June 31 December
(Unaudited) Notes 2000 2001 2001(note 1)
(Ein millions)
Net cash inflow from operating activities 154.1 41.6 106.4
Returnson investmentsand servicing
of finance
Interest paid (18.0) (5.5 (47.0)
Taxation - - (0.4
Investing activities
Purchase of tangible fixed assets (12.6) (5.8) (6.0)
Payment for assets transferred from BT - a1.7) -
Purchase of subsidiary undertakings and
Other investments (net of cash acquired) (38.9) - (1,906.1)
Net cash outflow from investing activities (51.5) (17.5) (1,912.1)
Net cash inflow (outflow) before financing 84.6 18.6 (1,853.1)
Financing
Ordinary shares allotted 8 - - 1.0
Net cash contributions from
(distributionsto) BT (136.8) 5.7 -
Funds received from new debt 499 - 2,541.3
Borrowings repaid - - (540.0)
Financing fees paid - - (58.2)
Net cash (outflow) inflow from (86.9) 5.7 1,944.1
financing
Net increase (decrease) in cash (2.3) 24.3 91.0
Cash at beginning of period 4.7 24.8 -
Currency movements 0.2 - (0.1)
Cash at end of period 2.6 49.1 90.9
Decrease (increase) in net debt through (52.1) 20.3 (1,860.4)
cash flow 4
Group operating profit 129.7 320 72.8
Depreciation 9.1 4.4 10.9
Goodwill amortisation 16.4 5.4 440
Profit on disposal of fixed assets 0.1 - -
Increase in stocks (17.3) (12.0) (15.8)
Decrease (increase) in debtors (14.2) 3.1 (9.7)
Increase (decrease) in creditors 26.8 8.8 (0.2
Other 35 - 4.4
Net cash inflow from operating activities 154.1 41.6 106.4




YELL GROUP

CASHFLOW STATEMENTS

Combined Consolidated
(Predecessor) (Successor)
Three months Three months
ended ended
31 December 31 December
(Unaudited) Notes 2000 2001(note 1)
(£in millions)
Net cash inflow from operating activities 54.2 49.6
Returnson investmentsand servicing
of finance
Interest paid (6.4) (16.5)
Taxation - (0.2)
Investing activities
Purchase of tangible fixed assets (4.4 (3.8)
Refund on final settlement of
purchase price for subsidiary
undertakings and other investments, - (0.3)
net of costs paid
Net cash outflow from investing activities (4.4 (4.1)
Net cash inflow before financing 434 289
Financing
Net cash distributionsto BT
(45.6) -
Funds received from new debt 0.8 -
Borrowingsrepaid - -
Financing fees paid - (2.8)
Net cash outflow from financing (44.8) (2.8)
Net (decrease) increasein cash (1.4 26.1
Cash at beginning of period 4.0 64.6
Currency movements - 0.2
Cash at end of period 2.6 90.9
(Increase) decrease in net debt through
cash flow 4 (1.4 28.9
Group operating profit 24.0 239
Depreciation 2.8 5.2
Goodwill amortisation 5.7 212
Profit on disposal of fixed assets (0.6) -
Decrease (increase) in stocks 3.2 (5.5)
Decrease in debtors 21 8.5
Increase (decrease) in creditors 17.2 (5.9
Other (0.2 2.2
Net cash inflow from operating activities 54.2 49.6
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(Unaudited)

Fixed assets

Intangible assets
Tangible assets
Investments

Total fixed assets

Current assets

Stock

Debtors

Cash at bank and in hand

Total current assets

Creditors: amounts falling due within one
year

L oans and other borrowings

Other creditors

Total creditors: amounts falling due within
oneyear

Net current assets
Total assetslesscurrent liabilities

Creditors: amountsfalling due after one
year

Loans and other borrowings

Other creditors

Ordinary shareholders equity (deficit)
Ordinary shares

Additional paidin capital

Lossfor the period

BT's net investment in Yell Group

Total ordinary shareholders' equity
(deficit)

YELL GROUP

BALANCE SHEETS
Consolidated
Combined (Predecessor) (Successor)
At At At
31 December 31 March 31 December
Notes 2000 2001 2001(note 1)
(£in millions)
5 413.8 429.3 1,641.9
25.9 42.7 37.0
2.0 1.9 2.1
441.7 473.9 1,681.0
92.4 875 114.9
6 231.6 278.1 283.5
4 2.6 24.8 90.9
326.6 390.4 489.3
4,7 (76.6) (97.2) (27.0)
(113.6) (133.0) (139.4)
(190.2) (230.2) (166.4)
136.4 160.2 322.9
578.1 634.1 2,003.9
4,7 211.2 221.8 2,050.8
14.3 18.0 -
- - 0.1
- - 0.9
- - (47.9)
352.6 394.3 -
8 352.6 394.3 (46.9)
578.1 634.1 2,003.9
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YELL GROUP
NOTESTO THE FINANCIAL STATEMENTS
1. Basis of preparation, combination and consolidation.

The Yell Group has operated as a separate group since 22 June 2001, the date on which a consortium
of investors purchased BT’s equity interests in Yellow Book USA Inc (“Yellow Book”) and Yellow Pages
Sales Limited and the net assets and operations of BT’s subsidiary, Yell Limited (“the purchase”). Prior to
the purchase, the Y ell Group operated as business units within BT, rather than as alegal entity.

The unaudited predecessor combined financial information of the Yell Group for the periods up to
22 June 2001 represents an aggregation of the financial information of Yell’s classified directories and related
operations in the United Kingdom and in the United States while they were still within BT. The inception
date of Yell Finance B.V. was 19June 2001. The attached unaudited successor consolidated financial
information of the Yell Group represents a consolidation of the financial information of Yell Finance B.V.
and its subsidiaries and affiliate for the 195 days ended 31 December 2001; but only includes operations of
the Yell Group for the 192 day period from 23 June to 31 December 2001.

The unaudited condensed pro forma financial information for the Yell Group, asif the purchase took

place on 1April 2000, for the three months and nine months ended 31 December 2000 and 2001 is as
follows:

Three months Three months Nine months Nine months
ended ended ended ended
31 December 31 December 31 December 31 December
2000 2001 2000 2001
(£in millions)
Group turnover 177.2 202.7 538.5 598.0
Profit (loss) for the
period (35.9) (28.2) (68.4) (68.0)

In management’s opinion, the unaudited condensed pro forma financial information is not
necessarily indicative of what the actual aggregated results might have been if the acquisition had been
effective on 1 April 2000.

The financia statements have been prepared in accordance with generally accepted accounting
principles in the UK (“UK GAAP"). The unaudited interim financial information of the group has been
prepared on the basis of the accounting policies as set out in the audited combined financial statements of the
Yell Group for the year ended 31 March 2001contained within the Form F-4 filed with the US Securities and
Exchange Commission on 31 August 2001, with the exception of deferred taxation, which is now stated on a
full liability basis in accordance with FRS 19 “Deferred tax” in place of the partial provisioning basis
formerly adopted. The comparative figures in the profit and loss account and balance sheet have not been
restated because the implementation of FRS 19 would have had no material effect on prior year comparative
figures.

In the opinion of management, the financial information included herein includes all adjustments
necessary for afair presentation of the combined or consolidated results, financial position and cash flows for
each period presented. The combined or consolidated results for interim periods are not necessarily indicative
of results for the full year. Thisfinancial information should be read in conjunction with Yell Finance B.V.’s
Form F-4 filed with the US Securities and Exchange Commission on 31 August 2001, including Yell Group’s
audited combined financial statements for the year ended 31 March 2001.



2. Turnover

UK printed directories
Other

Total UK
USdirectories

Group turnover

Group's share of joint venture's turnover @

Total turnover

UK printed directories
Other

Total UK
USdirectories

Group turnover

Group's share of joint venture's turnover @

Total turnover

YELL GROUP

NOTESTO THE FINANCIAL STATEMENTS (continued)

(@) The Group's share of joint venture turnover originated entirely from the Americas

3. Grossprofit

UK printed directories
Other

Total UK
USdirectories

Total gross profit

UK printed directories
Other

Total UK
USdirectories

Total gross profit

Consolidated
Combined (Predecessor) (Successor)
Nine months 1 April 23 June
ended to to
31 December 22 June 31 December
2000 2001 2001
(Ein millions
363.6 118.5 262.1
25.9 8.3 224
389.5 126.8 284.5
149.0 423 144.4
538.5 169.1 428.9
3.9 2.8 1.5
542.4 171.9 430.4
Combined Consolidated
(Predecessor) (Successor)
Three months Three months
ended ended
31 December 31 December
2000 2001
(£in millions)
101.2 110.1
10.6 11.1
111.8 121.2
65.4 81.5
177.2 202.7
1.0 1.1
178.2 203.8
Consolidated
Combined (Predecessor) (Successor)
Nine months 1 April 23 June
ended to to
31 December 22 June 31 December
2000 2001 2001
(Ein millions
237.2 75.2 170.2
17.2 5.1 125
254.4 80.3 182.7
62.4 17.7 63.4
316.8 98.0 246.1
Combined Consolidated
(Predecessor) (Successor)
Three months Three months
ended ended
31 December 31 December
2000 2001
(£in millions)
60.1 66.4
6.4 55
66.5 71.9
24.3 35.8
90.8 107.7




YELL GROUP
NOTESTO THE FINANCIAL STATEMENTS (continued)

4. Net debt
Analysis of net debt
Consolidated
Combined (Predecessor) (Successor)
At At At
31 December 31 March 31 December
2000 2001 2001
(Ein millions)
Long-term loans and other borrowings
falling due after more than one year 211.2 221.8 2,050.8
Short-term borrowings and long-term loans and
other borrowings falling due within one year 76.6 97.2 27.0
Total debt 287.8 319.0 2,077.8
Cash at bank (2.6) (24.8) (90.9)
Net debt at end of period 285.2 294.2 1,986.9
Movement in net debt for the nine months ended 31 December
Debt due
within one
Total year
cash excluding Debt due
less bank bank after
overdraft over draft one year Net debt
(Ein millions)
At 31 March 2000 (Predecessor) 47 (21.8) (201.3) (218.4)
Cash flow (2.3) (53.6) 3.8 (52.1)
Currency movements 0.2 (1.2 (13.7) (24.7)
At 31 December 2000 (Predecessor) 2.6 (76.6) (211.2) (285.2)
At 31 March 2001 (Predecessor) 24.8 (97.2) (221.8) (294.2)
Cash flow 24.3 (0.2 (3.8 20.3
Currency movements - (0.5 (1.2) (1.7)
At 22 June 2001 (Predecessor) 49.1 (97.9) (226.8) (275.6)
At 19 June 2001 (Successor) - - - -
Cash inflow before acquisitions and financing 53.0 - - 53.0
Cash inflow from financing 1,944.1 (26.4) (1,916.7) 1.0
Cash outflows on acquisitions (1,914.4) - - (1,914.4)
Balances acquired 8.3 (0.7) (0.4) 7.2
Deferred consideration vendor loan note - - (100.0) (100.0)
Financing fees accrued not paid - - 2.6 2.6
Net capitalised financing costs - - (45.8) (45.8)
Currency movements (0.1 0.1 9.5 9.5
At 31 December 2001 90.9 (27.0) (2,050.8) (1,986.9)




YELL GROUP
NOTESTO THE FINANCIAL STATEMENTS (continued)

4. Net debt continued
Movement in net debt for the three months ended 31 December

Debt due
within one
Total year
cash excluding Debt due
less bank bank after
overdraft over draft one year Net debt
(Ein millions)
At 30 September 2000 (Predecessor) 4.0 (77.4) (213.49) (286.8)
Cash flow (1.9 - - (1.4)
Currency movements - 0.8 2.2 3.0
At 31 December 2000 (Predecessor) 2.6 (76.6) (211.2) (285.2)
At 30 September 2001 (Successor) 64.6 (27.0) (2,032.3) (1,994.7)
Cash inflow before acquisitions and financing 29.2 - - 29.2
Cash outflow from financing (2.8) - 2.8 -
Net cash outflows on acquisitions (0.3) - - (0.3)
Financing fees accrued not paid - - (2.8) (2.8)
Net capitalised financing costs - - (14.3) (14.3)
Currency movements 0.2 - (4.2) (4.0
At 31 December 2001 90.9 (27.0) (2,050.8) (1,986.9)

The terms of the senior credit facilities require Yell Group Limited and its consolidated subsidiaries to
maintain specified consolidated financial ratios for senior debt to EBITDA (earnings before interest, tax,
depreciation and amortisation as defined in the senior credit facilities), cash flow to total debt service,
EBITDA to net cash interest payable and total net debt to EBITDA, and to observe capital expenditure limits
for each financial year. Certain of these financial ratios have to be prepared for the preceding twelve month
period and reported to the providers of the senior credit facilities on a quarterly basis. The Yell Group has
reported that it had maintained the financial ratios for the period ended 31 December 2001 in compliance
with these debt covenants.

5. Intangible assets

Intangible assets at 31 December 2000 and 31 March 2001 comprise goodwill that arose on BT's
purchase of Yellow Book and subsequent acquisitions by Yellow Book as adjusted for amortisation and
movements in foreign exchange rates.

On 22 June 2001 the successor Yell Group acquired the predecessor Yell Group. The total cost of
acquisition was £2,007.6 million, giving rise to goodwill of £1,694.0 million with an estimated life of 20
years. The successor Y ell Group subsequently purchased other businesses in separate transactions that gave
rise to £7.0 million of goodwill. The amount of goodwill at 31 December 2001 reflects management’s
preliminary determination of the fair value adjustments to be recorded on the date of each acquisition. The
results of an extensive evaluation of fair values may require us to adjust the amount of goodwill in future
periods.



YELL GROUP

NOTESTO THE FINANCIAL STATEMENTS (continued)

6. Debtors

Trade debtors
Accrued income
Prepayments
Total debtors

7. Loansand Borrowings

Senior credit facilities

High Yield Notes

Loans from Yell Group Limited
Pre-acquisition borrowings

Other

Total loans and other borrowings
Unamortised financing fees

Net loans and other borrowings

More than one year
Lessthan oneyear

Total loans and other borrowings
Unamortised financing fees

Net loans and other borrowings

Consolidated
Combined (Predecessor) (Successor)
At At At
31 December 31 March 31 December
2000 2001 2001
(£in millions)
212.6 229.4 269.8
14.5 439 7.8
4.5 4.8 5.9
231.6 278.1 283.5
Consolidated
Combined (Predecessor) (Successor)
At At At
31 December 31 March 31 December
2000 2001 2001
(£in millions)
- - 952.1
- - 496.5
- - 680.7
286.7 317.7 -
1.1 1.3 0.9
287.8 319.0 2,130.2
- - (52.4)
287.8 319.0 2,077.8
At
31 December
2001
2,103.2
27.0
2,130.2
(52.4)
2,077.8
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YELL GROUP

NOTESTO THE FINANCIAL STATEMENTS (continued)

8. Changesin ordinary shareholders equity (deficit)

BT's
net Share Profit and
investment capital loss account Total
(£ in millions)

Balanceat 1 April 2000 (Predecessor) 365.0 - - 365.0
Profit for the year to 31 March 2001 102.7 - - 102.7
Net distributionsto BT (150.7) - - (150.7)
Taxation settled by BT on behalf of Yell group 54.6 - - 54.6
Allotment of ordinary shares 22.7 - - 22.7
Balance at 31 March 2001 (Predecessor) 394.3 - - 394.3
Profit from 1 April to 22 June 139 - - 13.9
Currency movements 0.8 - - 0.8
Balanceat 22 June 2001 (Predecessor) 409.0 - - 409.0
Balanceat 19 June 2001 (Successor) - - -
I ssuance of share capital 1.0 - 1.0
Loss from 23 June to 31 December 2001 - (39.8) (39.8)
Currency movements - (8.1) (8.1)
Balance at 31 December 2001 (Successor) 1.0 (47.9) (46.9)
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