
Q2 2013/14 results 

31 October 2013 

 

BT Group plc 



© British Telecommunications plc 

2 

Forward-looking statements caution 
Certain statements in these presentations 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: current and future 

years’ outlook, including revenue trends, EBITDA, capital expenditure and normalised free cash flow; BT Sport; our fibre 

broadband roll-out programme and progress with our rural network; the impact of regulation; continuing cost transformation; 

progressive dividends; and liquidity and funding. 

  

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, decisions 

and conditions or requirements 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, or impact on customer service; developments in the convergence of technologies; the anticipated 

benefits and advantages of new technologies, products and services, not being realised; the timing of entry and profitability of BT 

in certain communications markets; significant changes in market shares for BT and its principal products and services; the 

underlying assumptions and estimates made in respect of major customer contracts proving unreliable; the aims of the group-wide 

restructuring programme not being achieved; 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. 



Gavin Patterson, Chief Executive Officer 

BT Group plc 
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Our journey 

2001-2003 

Rehabilitation 

• Reducing debt 

• Restructuring 

the business 

 

2003-2008 

Move to data 

• Defend     

traditional 

• Grow “new 

wave” 

        2008-2013 

  A better business 

• Cost 

transformation  

• Investing for the 

future 

      2013      

A better future 

• Further cost 

transformation 

• Customer   

service 

improvements 

• Delivering on 

investments 

 

 
 

Cash flow 

growth 

 

EBITDA 

growth 

Profitable 

revenue 

growth 
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Foundations in place for an exciting future 

IT services  

IT services 

Delivering on our strategy 

 

Fibre 
 

TV & Sport 
 

Mobility 

4 G 

High-growth 

regions 
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Reduce 

net debt 

Support pension 

fund 

Drive profitable revenue growth 

Grow EBITDA 

Grow free cash flow 

Invest in 

business 

Progressive 

dividends 

Financial objectives 
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Operating Committee 

Clare Chapman 
Group People Director 

Luis Alvarez 
CEO, BT Global Services 

Gavin Patterson 
Chief Executive Officer 

Tony Chanmugam 
Group Finance Director 

Graham Sutherland 
CEO, BT Business 

John Petter 
CEO, BT Consumer 

Olivia Garfield 
CEO, Openreach (invitee) 

Nigel Stagg 
CEO, BT Wholesale 

Clive Selley 
CEO, BT TSO & Group CIO 



Tony Chanmugam, Group Finance Director 

BT Group plc 
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Revenue
1
 

 
- underlying ex transit 

£4,491m 

 

                     

  flat 

 

(0.5%) 

EBITDA
1 

            £1,434m             (4%) 

EPS
1 

6.0p  2%  

Normalised
2 
free cash flow

 
            £610m   up £294m 

Net debt
 

£8,074m   down £963m 

Q2 2013/14 group results  

1 before specific items 
2 before specific items, purchases of telecommunications licences, pension deficit payments & cash tax benefit of pension deficit payments 

YoY change 
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Global 

Services Retail Wholesale Openreach Group 

Underlying 

revenue ex transit 5% 2% 3% 1% 0.5% 

EBITDA1 10% 13% 11% 3% 4% 

Normalised     

free cash flow
 £193m £80m £91m £17m £294m 

Q2 2013/14 summary results
 

1 before specific items 
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Cost transformation
 

Cost transformation running at faster pace than Q1 

1 opex is before specific items and depreciation & amortisation 
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Debt & liquidity
 

Strong liquidity position 

– cash & investments of 

£1.2bn 

– available facilities of 

£1.5bn 

– £0.8bn borrowing 

repayable in H2 

Continue to target 

BBB+/Baa1 credit 

rating 

 

1 
carrying value at 30 September 2013, assuming no renewal or new facilities. Carrying value reflects final principal repayments at hedged rates  

2 weighted average coupon of debt maturing in year (including swap rates), based on carrying value of debt at hedged rates at 30 September 2013  



© British Telecommunications plc 

13 

 

 

 

 

 

IAS 19 deficit £5.4bn net of tax (Q1: £4.0bn) 

Increase primarily reflects lower real discount rate: 

– £0.8bn impact from 15bp reduction in nominal discount rate 

– £0.2bn impact from 5bp increase in market expectations of future inflation 

 

Pension IAS 19 



© British Telecommunications plc 

14 

Pension valuation measures
 

IAS 19 BT’s median estimate Actuarial 

Assets 

Approach 

Other assumptions 
(e.g. longevity, inflation) 

Discount rate  

Purpose Used every 3 years to set 

cash deficit payments 

Prudent approach overall 

required 

Market value 

Market yield curve for AA 

corporate bonds 

Future expectations 

Expected future asset 

returns in BTPS 

Prudent view of expected 

future asset returns in 

BTPS 

Prescribed accounting 

measure, disclosed 

quarterly 

BT’s best estimate of 

valuation 
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Pension
 

IAS 19 has historically been volatile 

BT’s median estimate continues to show surplus - £0.7bn at Q2 
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Impact on 2013/14 revenue & EBITDA 

WLR, LLU & ISDN30 c.£120m 

Business Connectivity  

Market Review
 c.£50m-£100m 

Wholesale Narrowband 

Market Review
 

Lower fixed call termination from 1 Jan 2014  
˗ partly offset by higher call origination prices 

Regulation 

Impact already factored into our outlook 
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         2013/14          2014/15      2015/16 

Underlying revenue 

ex transit 
 Improved trend   

EBITDA1
  £6.0bn to £6.1bn  £6.2bn to £6.3bn  Growth 

Capex 
 Broadly level with 

2012/13 

 Broadly level with 

2012/13 
 

Normalised FCF
  Around £2.3bn  Around £2.6bn  Growth 

Dividends
  Up 10-15%  Up 10-15%  

1
 before specific items 

Outlook unchanged
 



© British Telecommunications plc 

18 

Shareholder returns 

 3.4p interim dividend, up 13% 

 Share buyback 

– 23m shares acquired for £77m 

 

Dividend per share 



Gavin Patterson, Chief Executive Officer 

BT Group plc 
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Global Services – solid performance 

Revenue 
 

- u/l ex transit 
 

EBITDA 

£1,694m 
 

 
 

£201m 

Q2 2013/14 Change 

(4%) 
 

(5%) 
 

10% 

Revenue impacted by contract 

milestone timing 

– will benefit Q3 

Double-digit revenue growth in 

high-growth regions1 

Good progress on cost 

transformation 

Operating cash flow up        

£193m YoY 

1
 Asia Pacific, Latin America, Middle East, Africa & Turkey 
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Global Services 

 £1.5bn orders in quarter, 

up 19% 

Contracts signed with 

leading global 

organisations 

 

 

 

 

 Launch of BT MeetMe 

with Dolby Voice 

 

 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=F1H164YltUjQ1M&tbnid=Zrm4TuFZ9E_K4M:&ved=0CAUQjRw&url=http://zolmax.com/unilever-stock-rating-reaffirmed-by-bnp-paribas-ulvr/118903/&ei=nsFXUsjXK-PX0QXDvoCoAg&bvm=bv.53899372,d.d2k&psig=AFQjCNEMN2ILKcLhqa1QbtYAaiOzlwj0nw&ust=1381569305338054
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=0qkPYjcTlxN8yM&tbnid=elMCrh6jS0gsFM:&ved=0CAUQjRw&url=http://www.presseportal.de/pm/66545/visa-europe&ei=LMJXUtnwN6qc0AWGnYCwBw&bvm=bv.53899372,d.d2k&psig=AFQjCNGBumC_bnG8egNMdOUVo2e2xQ2r-Q&ust=1381569412117646
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=cqMASCXjopr0kM&tbnid=Xu0yGbxIzPQdSM:&ved=0CAUQjRw&url=http://www.cardealexpert.com/news-information/auto-news/fiat-sergio-marchionne-salary/&ei=xsJXUojEIMG30QXegoGgBg&bvm=bv.53899372,d.d2k&psig=AFQjCNH9IZzuAbjxRCxS5cCV8P8WNObdQQ&ust=1381569583212892
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=Xu4W5m45--vc2M&tbnid=z3Pt8X5noDj93M:&ved=0CAUQjRw&url=http://krsk4u.info/gallery3/index.php/Wipro-Special/wipro-logo_1&ei=T8NXUsH9HsWh0QX5qoDYDQ&bvm=bv.53899372,d.d2k&psig=AFQjCNGyQ09ePMIBbs4YMLM5cc4sXEq-og&ust=1381569717866168
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Retail – strong quarter 

Revenue 
 

- u/l ex transit 
 

EBITDA 

£1,843m 
 

 
 

£429m 

Q2 2013/14 Change 

2% 
 

2% 
 

(13%) 

Revenue up 2% 

– Consumer up 4% 

EBITDA down £66m 

– impact of BT Sport 

Good operational progress 

– 93% market share of broadband 

net adds1 

– 195,000 retail fibre net adds,   

now c.1.7m customers 

– BT Wi-fi minutes more than 

doubled 

1
 DSL and fibre, excluding cable 
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Consumer – significant improvement 

Revenue £980m 
 

 
 

Q2 2013/14 Change 

4% 
 
 

Best YoY revenue performance 

for >10 years 

Calls & lines revenue down     

just 1% 

Broadband & TV revenue          

up 17% 

Successful launch of BT Sport 
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Impact of 

1
 DSL and fibre, excluding cable 
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On Boxing 

Day 

On New 

Year’s Day 

25 

Now >2m retail customers, reaching c.4m homes 

Premier League audience share 

>70% above ESPN last year 

Premiership Rugby audience    

more than Sky Sports last year 

//upload.wikimedia.org/wikipedia/en/0/0c/Liverpool_FC.svg
//upload.wikimedia.org/wikipedia/en/7/7a/Manchester_United_FC_crest.svg
//upload.wikimedia.org/wikipedia/en/b/b4/Tottenham_Hotspur.svg
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Entertainment - £7  
18 pay TV channels plus free access to 4 HD channels

 

Kids Extra - £3 HD Extra - £3 

BT Sport – SD Free, HD £3 Sky Movies - £16 Sky Sports – from £15 

Our strongest ever TV proposition 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=tkx6LuAHTs5jqM&tbnid=lU7B6Sme-m2GVM:&ved=0CAUQjRw&url=http://about.virginmedia.com/press-release/9394/virgin-media-scores-the-winner-with-bt-sport&ei=8tNXUvXhO8Ws0QXEl4GIDQ&bvm=bv.53899372,d.d2k&psig=AFQjCNEerth-OoLEA8mppJ48C_zQYkCISw&ust=1381573966535937
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=UFp3QEa9LepNTM&tbnid=dhlYZf4Bb_i-hM:&ved=0CAUQjRw&url=http://www.lyngsat-logo.com/tvchannel/uk/Sky-Sports-1-in-Pubs.html&ei=19tXUqPTO4iH0AX95YDICA&psig=AFQjCNHaJNXvdR8viEKNtHxCF_lOukNT_g&ust=1381576005423049
https://www.google.co.uk/imgres?imgurl&imgrefurl=http://www.lyngsat-logo.com/tvchannel/uk/Sky-Sports-2-UK.html&h=0&w=0&sz=1&tbnid=wxW69MqJ7KhewM&tbnh=112&tbnw=450&zoom=1&docid=EYzdalzEs2kiSM&ei=49tXUr3DLMKf0QWC04CIBQ&ved=0CAEQsCU
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Business 

Enterprises 

Ireland 

 Business revenue flat 

– 7% growth in IT services 

– 5% decline in calls & lines 

 Enterprises underlying revenue 

down 1% 

– Conferencing down 2% due to 

lower hardware sales 

 Ireland underlying revenue ex 

transit up 2% 

– growth in business division 

Other BT Retail units on track 

Q2 2013/14 Change 

£550m 
 

£193m 
 

£181m 

flat 
 

3% 
 

2% 
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Wholesale – steady progress 

Excluding ladder pricing 

– underlying revenue ex transit     

up 1% 

– costs ex transit flat 

– EBITDA up 3% 

 IP Exchange minutes 

up c.60% 

Order intake £409m, up 33% 

– good performance in smaller 

deals (Spitfire, Timico, Nine 

Telecom) 

– IP Exchange contract with EE 

 
1
 underlying revenue excluding transit and ladder pricing 

Revenue 
 

- u/l ex transit 
 

EBITDA 

£624m 
 

 
 

£159m 

Q2 2013/14 Change 

1% 
 

3% 
 

11% 
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Openreach – solid performance impacted by regulation 

Revenue down 1% 

– c.£70m impact from regulation 

– fibre revenue up 115% 

Operating costs up 2% 

– investing in service 

– increased headcount 

– higher volumes 

 8,000 decline in physical lines 

– 38,000 decline in Q2 2012/13 

– up 140,000 over 12 months 

 

 

Q2 2013/14 Change 

Revenue 
 

EBITDA 

£1,271m 
 

£642m 

(1%) 
 

(3%) 
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Regional 

contracts signed 

Rollout in 

progress 

Fibre in the ‘final third’ 

Openreach – fibre 

 >17m premises now passed  

– >2m premises now connected 

 316,000 net connections in Q2,     

up 70% 

– external net adds up >300% 

 44 regional fibre contracts1 now 

signed 

– >100,000 regional fibre premises 

passed in quarter 

Started vectoring trial 

 
1
 Includes Broadband Delivery UK programme, Cornwall and Northern Ireland 
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In Summary 

Good financial performance with growth in earnings & cash 

Best ever fibre quarter 

Confident start to BT Sport 

Record broadband share 

Strong order books in Global Services & Wholesale 

Building on strong foundations already in place 



Q&A 

BT Group plc 



Back up 

BT Group plc 
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Income statement 

1 
before specific items 
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Free cash flow 

1 
before specific items 

2 before cash tax benefit of pension deficit payments 


