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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: outlook, including underlying revenue trends and free cash flow, revenue and
EBITDA growth; our fibre roll out programme and increased fibre-to-the cabinet speed; BT Global Services’
rationalisation programme and cash flow; the operating charge, net interest and cash contributions in
relation to the BT Pension Scheme; progressive dividends; the success of our broadband strategy; the
improvement in line loss; and increase in the copper line base.

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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Summary of the year

Progress towards making BT a better business
Improving profitability and free cash flow
Investing in the business for a better future

A responsible and sustainable business leader
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Full year 2011 group results

Revenue!

- underlying ex transit
EBITDA"
Profit before tax*
EPS*

Free cash flow”
- before specific items
- after specific items

Net debt

! before specific items
? before pension deficit payments
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£20,076m

£5,886m
£2,083m

21.0p

£2,223m
£2,011m

£8,816m

4%
3%

4%

20%

21%

6%
4%

down £467m

N
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2011 Results vs. outlook

Outlook

at May 2010

Revenue! c.£20bn
Operating cost savings® Cc.£900m
EBITDA* in line with 2010
Free cash flow® c.£1.8bn
Net debt <£9bn

! before specific items
2 operating costs before specific items and depreciation & amortisation
* before specific items and pension deficit payments
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Outlook
at February 2011

c.£20bn

Cc.£900m

c.£5.8hn

£2bn

<£9hn

2011 Results

£20,0/6m

£1,087/m

£5,886m

£2,223m

£8,816m

-
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Final dividend and dividend policy

Dividend
— final 5.0p, up 9%
— total 7.4p, up 7%

Committed to progressive dividends at same time as:
— reducing net debt

— supporting the pension scheme

— Investing in the business

— delivering growth
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Bringing it all together

A better business

— =
A beter future

BT Group plc

lan Livingston, Chief Executive
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Q4 2011 group results

Revenue'
- underlying ex transit

EBITDA?
Profit before tax®
EPS?

Free cash flow”
- before specific items
- after specific items

before specific items
before pension deficit payments

£5,055m

£1,551m
£610m

6.2p

£619m
£546m

6%
4%

3%

21%

22%

43%
48%

ARAR AR

<



Free cash flow

Adjusted free cash flow'

2,500 +
£2,223m
£2,106m
2.000 - Tax benefit
& one-offs
1.500 -
£m
1.000 -
£772m
500 -
O I T T
2009 2010 2011
1
Free cash flow™ nearly trebled over 2 years
! before cash specific items and pension deficit payments Y

10 BT@Q
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EBITDA

12 month rolling EBITDA"

6.0 -

58 -

5.6 -

£bn

54 -

52 -

5.0 - I

4.8 T T T T T

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

2009 2010 2011

! before specific items

11
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Q4/FY 2011 line of business overview

Global Services

Q4 2011 Change FY 2011 Change
Revenue £2,075m (9)% £8,047m (5)%
EBITDA £184m 4% £593m 30%

» Q4 underlying revenue ex transit down 5%

12 month rolling EBITDA"

— C€.£100m prior year contract milestones 700 -

600 -
» Q4 net operating costs down 11%

— down 7% ex transit

500 -

£m 400 -

300 -

» FY EBITDA up 30%

200 -

100 -

» FY operating cash flow £119m

— £601m improvement Q1 Q@2 Q3 Q4 Q1 Q2 Q3 04
2010 2011

! before specific items -

Y
12 BT@Q



Q4/FY 2011 line of business overview

Q42011 | Change' FY 2011 Change’

Revenue £1,927m (4)% £7,748m (5)%

EBITDA £476m 9% £1,784m flat

» Q4 revenue FY revenue and EBITDA contribution
— Consumer down 5% - lower call volumes

— Business flat - lower than expected External revenue EBITDA contribution
hardware sales

— Enterprises down 7% - lower hardware
sales in Conferencing

— lreland down 4% ex FX & transit
- economic climate remains difficult

» Q4 net operating costs down 8%

B consumer [} Business
» All units grew profits in Q4 B crerprises [ reland
! prior year restated for customer account moves Y
13 BT@
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Q4/FY 2011 line of business overview

Wholesale

Q4 2011 Change FY 2011 Change
Adjusted revenue £1,027m (5)%"' | £4,210m (4)%"
EBITDA £321m (W%’ | £1,316m (3)%°

» Q4 adjusted revenue ex transit down 4%

QoQ change in Wholesale

broadband lines

— improving broadband trend 150 -

» Q4 net operating costs' down 5% 100

50 -

— down 4% ex transit ‘000

» Q4 EBITDA down 4% 50

-100 -
Q1 Q2 Q3 Q4 Q2 Q3 Q4
2010 2011

! prior year restated for customer account moves and adjusted for changes in internal trading model
% prior year restated for customer account moves -

>
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Q4/FY 2011 line of business overview

Openreach

Q4 2011 Change FY 2011 Change
Adjusted revenue £1,255m 2% |  £4,930m (1)%*
EBITDA £539m 10% £2,132m 9%

Q4 adjusted revenue
— first growth for 9 quarters

Q4 net operating costs’ down 3%
— ongoing process efficiencies

— additional investment to meet increased
demand

Q4 EBITDA up 10%

! prior year adjusted for changes in internal trading model

15

£m

EBITDA

o)

Q2
2010

Q3 Q4 o)
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Pension assets and liabilities

March 2010 £35.3bn
contributions £1.3bn
return on assets £2.4bn
benefits paid £(2.0)bn

March 2011 £37.0bn

March 2010 £43.0bn
real discount rate 1.83%

March 2011 £38.7bn
real discount rate 2.03%

BT Pension Scheme =
16 BT@
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Pension valuations

IAS 19
- gross of tax
- net of tax

Median estimate?!

Trustee’s funding valuation®

March 2010

£(7.9)bn
£(5.7)bn

c.£(1.5)bn

C.£(6.6)bn

! reflects the expected returns from the assets held and likely liabilities

17

March 2011

£(1.8)bn
£(1.4)bn

c.£3.2bn surplus

c.£(3.2)bn (Dec 2010)

®Trustee’s initial estimate using same approach as 2008. Dec 2010 adjusted for the deficit payment of £0.5bn in March 2011 . l’ »



Pension update

Pensions Regulator

— 2008 review on hold

For 2012 we expect
— operating charge to be c.£25m lower

— pension interest specific item c.£275m better

— regular cash contributions to be c.£130m lower

— torevert to around 2011 levels in 2013

18
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Building a better future

19

» Driving broadband-based consumer services
» Being the ‘Brand for Business’ for UK SMEs
» BT Global Services — a global leader

» The wholesaler of choice

» The best network provider

» A responsible and sustainable business leader

Customer service Cost Investing for
delivery transformation the future

A better
future

A better
business



Building a better future

A better
future

Customer service Cost Investing for A better
delivery transformation the future business

20
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Customer service delivery

Challenges in the year

Q4 service improvements

— Global Services customer faults
— Wholesale broadband faults
— Consumer complaints

— Business complaints

21

c.10%
c.15%
c.20%
C.60%



Building a better future

A better
future

Customer service Cost Investing for A better
delivery transformation the future business

22
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Building a better future

» Driving broadband-based consumer services
» Being the ‘Brand for Business’ for UK SMEs
» BT Global Services — a global leader

» The wholesaler of choice

» The best network provider

» A responsible and sustainable business leader

Customer service Cost Investing for
delivery transformation the future

British Telecommunications plc

A better
future

A better
business



Driving broadband-based consumer services

‘ Broadband
5.7m customers

4

24

Weekly net
adds ¢.5,000

144,000
customers

Award winning
broadband

4

» BBC iPlayer
» HD
» Recommendation

engine _
LA FURCAATD

g MLQ_A_/-

» OnLive gaming

\

Differentiated

service
Home Hub 3 with » >2.8m hotspots
Smart Wireless » Lowers churn BT Openzone
wireless broadband

-

‘ » Usage more )
than doubled BTQ | b‘l
- oTE




Driving broadband-based consumer services

Broadband net adds

» 64% share of broadband net adds*
in Q4

— highest retail net adds for 8 years

— highest ever including cable

— €.90% of new broadband provides
in Q4 were part of a bundle

» Active customer loss in Q4 lowest
for 4 years

» Consumer ARPU up 5% to £326

'DSL and LLU
25
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‘000

400

== BT = Other DSL & LLU == BT share of net adds

350 -
300 -
250 -
200 -
150 -
100 -
50 -

O .

70%
- 60%
- 50%
- 40%
- 30%
- 20%
- 10%
- 0%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 4
2009 2010 2011

Consumer ARPU

330 +
320 -
310
300 -
290 -
280 -
270
260 -
250
240 -
230 -

2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011



Being the ‘Brand for Business’ for UK SMEs

» BT Business line loss in Q4 at lowest
level for more than 3 years

» New business broadband B Fixed voice & data

propositions launched W 1T services

B Vonility
— FY business broadband net adds
up ¢.30% YoY
» Focus on IT services and mobility IT services and mobility revenue trend
— IT services revenue up 17% FY Do iTservices [l Mobility
— Mobility revenue up 14% FY 15% -
— opportunity to increase market share 10% -

5% -

0% -

-5% -
2010 2011

Y
26 BT@Q
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BT Global Services —a global leader

» Order intake
— £7.3bn in year, up 10%

» Contract wins in Q4
— Ecopetrol
— BASF

» AsiaPac
— Investment on track
— growing pipeline

» Strong growth in LatAm

» New structure
— focus on key global sectors
— industry specific solutions

— global account management
and delivery model

_ World Communication
3 Awards 2010

i BT Global Services
it Best Global Operator

Banking Commerce
& (Manufacturing,

Financial logistics &

Markets pharma)

Consumer
Packaged
Goods

UK

EMEA & Latin America
United States & Canada

Asia Pacific




The wholesaler of choice

» 40% of FY external revenue under
long-term contract

» Executing on existing MNS
contracts

» Portfolio evolving from traditional
to IP
— MNS & IP revenue up 14% FY

— |IP Exchange minutes up more than
75% FY

— fixed Ethernet connections trebled

28
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3.000 -

2,000 -

£m

1.000 -

World Communication
Awards 2010

8 BT Wholesale

it Best Wholesale Carrier

B vnsaip

. Other

External revenue ex transit

I

2009

2010

2011

-

BTE



The best network provider

» Copper line base grew for first time
since 2006

— up 11,000 FY versus down 326,000
last year

» ADSL2+ available to 80% of UK

premises by December 2011 000 -50

» Ethernet - 1,000 fibre Ethernet
nodes, largest network in the UK

» Continued investment overseas 150 -

— Ethernet, MPLS & city fibre

29

-100 -

Q1

Q2
2010

Q3

Q4

Q1

Q2
2011

QoQ change in total copper lines

50 +

Q3 Q4

BT



The best network provider

» Fibre roll out progressing at a good pace
— passing around 80,000 new premises per week
— 5m homes to be passed in next few weeks
— ¢€.150,000 end users currently
— ¢.45 CPs selling or trialling services
— Cornwall and NI progressing well

» Network capabilities

— expect to roughly double our FTTC speeds to up to 80Mbps in 2012
— potential for >100Mbps FTTC

ADSL enabled >4m premises 5m premises 10m premises_a 2/3 premises
for ¢.99% of all passed . passed 4@ passed passed by .

premises currently . — shortly 4 - end of




Building a better future

31

» Driving broadband-based consumer services
» Being the ‘Brand for Business’ for UK SMEs
» BT Global Services — a global leader

» The wholesaler of choice

» The best network provider

» A responsible and sustainable business leader

Customer service Cost Investing for
delivery transformation the future

A better
future

A better
business



Revenue

Underlying revenue' ex transit trend

2010 2011
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
0%
-2%
-3%
-4%
-5%
-6%

! before specific items and excluding previously disclosed one-off benefits and charges

32



Underlying revenue' ex transit trend

£20.9bn

£1.8bn

£20.1bn

£1.5bn down c¢.£400m > down c.£200m >

Ex transit —

Transit —

2010 2011 Qutlook Qutlook
2012 2013
Focus is long-term profitable revenue growth
! before specific items -
BT

33
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Outlook 2012 & 2013

Underlying revenue’
ex transit

Adjusted EBITDA®

Free cash flow?

! before specific items
? before specific items and pension deficit payments

34

2012 — down 2% to flat
2013 — to grow up to 2%

2012 — growth
2013 — above £6bn

Above 2011 level in 2012 and 2013

-

BT



more progress
more to do
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Tony Chanmugam, Group Finance Director
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Income statement

£m Q4 2011 Change FY 2011 Change
Revenue' 5,055 (6)% 20,076 (4)%
- underlying ex transit (4)% (3)%
EBITDA* 1,551 3% 5,886 4%
Operating profit* 789 9% 2,907 12%
Net finance expense’ (186) (18)% (845) (5)%
Profit before tax* 610 21% 2,083 20%
Tax! (132) 17% (452) 14%
Specific items (5) n/m (127) n/m
Reported EPS 6.1p 126% 19.4p 46%
Adjusted EPS* 6.2p 22% 21.0p 21%

-

1 ipe .
before specific items »
37 BT@



Free cash flow

£m Q4 2011 Change FY 2011 Change
EBITDA® 1,551 39 5,886 247
Capex (748) (49) (2,630) (150)
Interest (219) (29) (944) 7
Tax (100) (82) (209) (343)
Working capital/Other 135 (349) 120 356
Free cash flow before specifics 619 (470) 2,223 117
Specific items (73) (29) (212) (39)
Free cash flow after specifics 546 (499) 2,011 78
Net debt 8,816 (467)
318 before specific items BT Q\



Operating cash flow by line of business

£m FY 2011 Change
Global Services 119 601
Retalil 1,382 (184)
Wholesale 911 (6)
Openreach 1,078 (89)
LoB operating free cash flow 3,490 322
Other (inc. tax, interest) (1,267) (205)
Group free cash flow* 2,223 117

! before specific items and pension deficit payments of £1,030m in 2011, £525m in 2010

A
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Debt and liquidity

Total term debt

» Net debt of £8.8bn at March 2011 and committed facilities®
» Cash and investments at March 11.000
2011 of £0.4bn 10,000
» Committed facility of £1.5bn 9.000
— new five-year multi-currency 8.000
revolving facility 7 000
— longer maturity date than Em 5000
previous facilities '
5,000
» No major maturities until 2013 4000
» Ability to take advantage of 3.000
opportunities in the debt market 5 000
» Targeting improvement in credit 1,000
rating 0
Q4 2012 2013 2014 2015
2011
" assuming no renewal or new facilities o\
40 BT@



2011 cost transformation®

Revenue related

| [
| 1
16,000 - | I
1 £343m I
19500 7 | | e4s7m
£15,650m g 1
£104m
14,500 - U I _j
Em Y
14,000 -
- 7%
13,500 + (net of investment)
13,000 -
12,500 -
12,000 . T T T T T T
2010 POLOs/  Other operating Labour costs Other Pension 2011
transit costs service charge

» Supplier renegotiations
» Focus on added value activities
» Process re-engineering

£1,087m opex reduction in 2011

! before specific items, depreciation & amortisation and other operating income <

)
41 BT@Q
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Capital expenditure

» Fibre

— £0.6bn spent to date, includes substantial
fixed costs

— FTTC unit cost declining
— FTTP just starting deployment

— in line with plans, on track for £2.5bn

» Ongoing investment

— expanding network coverage

— higher speed solutions

42

£1,087m

B Global Services
B Wholesale
Other

Capital expenditure
by line of business

I Retall
B Openreach

BT



Free cash flow*!

£7m £2,223m

£2,106m

2010 Tax Capex EBITDA Working Interest 2011
capital/Other

! before cash specific items and pension deficit payments

)
43 BT@Q
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Free cash flow 2012 movements

» Tax

— expected to be ¢c.£250m higher than 2011

— includes £73m benefit from pension deficit
prepayment (E68m negative impact 2013)

» Interest

— broadly offsets higher tax

» Working capital
— C.£100m benefit in 2011 not repeated

» Other
— lower regular pension contributions

> LKL D

» Specific items
— €.£150m outflow

v

Free cash flow' to be above 2011 level in 2012 and 2013

! before cash specific items and pension deficit payments

44
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Financial strategy to 2013

2011 [ 2013

Improving revenue trends

Grow EBITDA
Grow free cash flow

Invest in Reduce net Support Progressive
business debt pension fund dividends
BTE

© British Telecommunications plc
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