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Forward-looking statements caution

Certain statements in this presentation are forward-looking and are made in reliance on the safe harbour
provisions of the US Private Securities Litigation Reform Act of 1995. These statements include, without
limitation, those concerning: revenue; EBITDA, free cash flow; net debt; opportunities in BT Global
Services, our TV offering; capital expenditure; fibre roll out; the change to CPI for the indexation of
pensions and impact on the BT Pension Scheme; and full year outlook.

Although BT believes that the expectations reflected in these forward-looking statements are reasonable, it
can give no assurance that these expectations will prove to have been correct. Because these
statements involve risks and uncertainties, actual results may differ materially from those expressed or
implied by these forward-looking statements.

Factors that could cause differences between actual results and those implied by the forward-looking
statements include, but are not limited to: material adverse changes in economic conditions in the
markets served by BT; future regulatory actions and conditions in BT's operating areas, including
competition from others; selection by BT and its lines of business of the appropriate trading and
marketing models for its products and services; fluctuations in foreign currency exchange rates and
interest rates; technological innovations, including the cost of developing new products, networks and
solutions and the need to increase expenditures for improving the quality of service; prolonged adverse
weather conditions resulting in a material increase in overtime, staff or other costs; developments in the
convergence of technologies; the anticipated benefits and advantages of new technologies, products
and services not being realised; the underlying assumptions and estimates made in respect of major
customer contracts proving unreliable; the aims of the BT Global Services restructuring programme not
being achieved; the outcome of the Pensions Regulator's review; and general financial market
conditions affecting BT's performance and ability to raise finance. BT undertakes no obligation to
update any forward-looking statements whether as a result of new information, future events or
otherwise.
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Q1 2010/11 group results

Revenue
EBITDA"

EPS’

Free cash flow

Net debt

! before specific items

£5,006m
£1,399m
4.4p
£415m

£8,879m

4% N
N

16% 7
up £537m N

down £1,638m &~
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Q1 2010/11 line of business summary results

Global Services Retall Wholesale Openreach

Adjusted v v v v

revenue 3% 7% 6% 4%
PN ) N

Adjusted? Vv

EBITDA 110% 2% flat 8%

N N
Operating® v

cash flow 92% 11% 79% 2%

! prior year adjusted for impact of customer account moves and changes to internal trading model
% before specific items, prior year restated for impact of customer account moves
3 prior year restated for impact of customer account moves -

\\
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Q1 2010/11 line of business overview

Global Services

Q1 2010/11 Change
Revenue £2,007m (3)%
EBITDA £130m 110%
Operating cash flow £(38)m £427m

» Revenue down 3%
— decline in calls and lines, impact of broader economic conditions

» Net operating costs down 7%

» EBITDA more than doubled

» Strong cash performance, partly driven by major contract receipt
» Order intake £1.6bn, rolling 12 month order intake £6.8bn

» UK public sector accounts for ¢.10% of group revenue

N
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Q1 2010/11 line of business overview

Q1 2010/11 Change
Revenue £1,925m (7)%1
EBITDA £442m 2)%
Operating cash flow £293m £(35)m1

» Revenue down 5% excl. prior year one-off benefit
— Consumer down 6%, Business down 4%

» Net operating costs down 8%

» EBITDA up 7% excl. prior year one-off benefit
» ARPU up £5to £314

» 40% share of broadband net adds®

» Sky Sports broadcast from 1 August
— great value premium sports packages from £6.99 per month

! prior year restated for impact of customer account moves ~w
2
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Q1 2010/11 line of business overview

Wholesale

Q1 2010/11 Change
Adjusted revenue £1,059m (6)%1
EBITDA £339m flat
Operating cash flow £217m £96m’

» Adjusted revenue down 6%
— revenue down 2% excl. transit

» Net operating costs down 8%"°

» MNS contract wins of >E1bn
— including management of Orange broadband infrastructure in UK

! prior year adjusted for impact of customer account moves and changes to internal trading model
2 prior year restated for customer account moves -
8 ® excluding changes to internal trading model BTQ



Q1 2010/11 line of business overview

Q1 2010/11 Change
Adjusted revenue £1,200m (4)%1
EBITDA £511m 8%
Operating cash flow £225m £(4)m

Adjusted revenue flat excl. prior year one-off

Net operating costs down 8%%°

Fibre roll out accelerating in line with plan
— over 1.5m premises passed in July
— now averaging ¢.100,000 premises passed per week
— costs consistent with our expectations

! prior year adjusted for changes to internal trading model - w
% excluding changes to internal trading model and leaver costs BTQ



Pensions

December 2008 March 2010

Deficit valuations:

- Trustee’s funding £9.0bn c.£6.6bn
- Median estimate £3.0bn c.£1.5bn
- IAS19 (net) £1.7bn £5.7bn

Pensions Regulator discussions ongoing
Crown Guarantee

Change to indexation

10

June 2010

£5.7bn
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Other matters

Reqgulation

— Ofcom treatment of pensions

Pay agreement
— 3 year deal
— 3% annual pay increases

— consultative ballot ongoing

11
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on track

more to do
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Reporting changes

Adjusted EBITDA is post leavers

Account moves

— transfer of certain service provider customers from Retail to Wholesale
— no impact on group revenue and EBITDA

Changes to internal trading model

— reduces internal revenue in both Wholesale and Openreach by £62m
per quarter in 2010/11

— corresponding reduction in group eliminations
— no impact on group revenue

Pension interest now included in specific items

-
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Key financials summary

£m Q1 2010/11 Q12009/10 Change
Revenue 5,006 5,235 (4)%

- no significantimpact from FX
- MTR and transitimpact ¢c.1%

- reflects expected trend, improvementin H2

EBITDA' 1,399 1,326 6%
- operating costs® reduced by £291m

- Q2 trend lower but improvesin H2
due to profile of investments

! before specific items
? before specific items, depreciation and amortisation -
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Key financials summary

£m

Free cash flow

Capex

- will increase over remaining quarters

due to phasing of programmes

Working capital/other

- improvement due to GS contract receipt

- less volatile cash flow profile

Tax
- ho significant payment in H1

- settlement received in prior period

Net interest

Net debt

16

Q1 2010/11

415
(610)

)

(5)

(295)

8,879

Q1 2009/10

(122)
(678)

(656)

210

(284)

10,517

Change
237

638

647



Q1 2010/11 group cost reductions?

4,750 Il opex
£4,547m £91m
4500 £200m
£559m £36m £om
4,250
£m
4,000
’ — /)
~
3,750 £291m
£3,988m -1%
3,500
3,250
3,000
Q12009/10  Direct revenue Opex Capex FX

2
related costs

! before specific items, depreciation, amortisation and other operating income
. >POLOs and transit

Capex

£4,218m

£523m

£3,695m

Q1 2010/11



Fibre roll out costs

Progress to date
— > 1.5m premises passed
— > 4k cabinets ready for service

— 135 exchanges accepting orders

Costs of roll out
— FTTC in line with our expectations
— some elements of spend common to FTTC/FTTP

— FTTP at trial stage, in line with European comparators

18
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2010/11 QOutlook underpinned by Q1 results

Revenue c.£20bn

Operating cost savings' C.£900m

EBITDA’ in line with 2009/10
Free cash flow? c.£1.8bn

Net debt <£9bn

! operating costs before specific items, depreciation and amortisation
2 pefore specific items

% before specific items (which are expected to result in cash outflow of c.£150m in 2010/11) - w
and pension deficit payment BTQ
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