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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: current and future years’ outlook, including revenue
growth, EBITDA and free cash flow; dividend growth; cost reduction opportunities; the pension recovery plan; our mobility plans and the benefits of the
potential acquisition of EE; our fibre broadband rollout and deployment of G.fast technology, customer demand for ultrafast broadband, and our net
connections; BT Sport; and our future network vision.

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; future legal actions; 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.
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Financial overview

» Strong growth in Q3 earnings and cash flow
» Good performance on cost transformation

» Good progress on EE due diligence, will update market in due
course

» Triennial pension valuation agreed
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Q3 2014/15 group results

YoY change
Revenue® £4,475m (3)% v
- underlying® ex transit (1)% v
EBITDA’ £1,567m 2% /\
EPS! 8.0p 10% /\
Normalised free cash flow® £908m up £354m A
Net debt £6,202m  down £1,438m N

1 before specific items

2 excludes specific items, foreign exchange movements and the effect of acquisitions and disposals
3 before specific items, pension deficit payments and the cash tax benefit of pension deficit payments
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Q3 2014/15 operating costs'
]

BN | Downs% |

I

|

I____JI I I

\ )
Y
' £2,908m
Down 3%
Q3 2013/14 FX & acqg/disp Transit POLOs Net labour Sports rights Other Q3 2014/15
Opex! costs Opext?

Down 5%; underlying ex transit down 3%

Still >£1bn of gross cost saving opportunities

-

1 before specific items and depreciation and amortisation BT@
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Pension — 2014 triennial funding valuation — key features

» Pleased to reach agreement in challenging market conditions
— continuing low interest rate environment

» Deficit of £7.0bn at June 2014 agreed with Trustee
— f£5.6bn after tax relief

» £2.0bn to be paid into Scheme over next 3 years 80 1 £7.0bn
< 6.0
— £2.65bn paid into Scheme in 3 years following 2011 %_‘— 40
valuation 2
S 2.0
— tax efficient £1.5bn payment by end of April 2015 00

utilising cash on balance sheet

2011 valuation 2014 valuation

B Payments in first 3 years M Residual deficit

» 16 year recovery plan

— longer plan reflects the strength and sustainability of our future cash flow generation

» Agreement on future payment reductions if deficit reduces

— if 2017 valuation is lower than remaining recovery plan, reduction reflected in new recovery plan

© British Telecommunications plc
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Pension — 2014 triennial funding valuation — recovery plan’

» Payments in first 10 years of new recovery plan in line with 2011 agreement

2011 Recovery Plan

1 1 1

Em £2'9\5bn i £2Abn i N | Agreed payments
2000 1/ AN N 1

,' : : i I Additional contingent payments

1000 ] ] i
2bn | 655 666 676 | 688 699 711 724 670 670 670 !
500 ! ! i
1 1 1
1 1 !
i i i

2012 2013 2014 ! 2015 2016 2017 ! 2018 2019 2020 2021 2022 2023 2024 ! 2025 2026 2027 2028 2029 2030

New Recovery Plan

. i/ £2bn \i i B Agreed payments

m 2

1500 i 1,500 i i B Agreed payments, to be reviewed
! ! ! at 2017 valuation

1000 1 1 !
! 1 688 699 711 724 g70 670 670 |

500 : : : 495 495 495 495 495
1 1 1
1 1 1
O T T T Il I I

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

1Years are to 31 March

2By end of April 2015 BT@
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Pension — 2014 triennial funding valuation — assumptions

» Increase in deficit reflects higher liabilities due to low real discount rate

N\

June 2011 June 2014
largely driven by

Assets (£bn)

CPl inflation (long-term)

.............. 369 402 c.£0.7bn  £2.65bn
(40.8) (47.2)i ] I
(3.9) (7.0) c.£1.0bn

2.0% 1.0% . . ;
"""""""""""""""""""""""" Gross deficitat ~ Netinterest Deficit payments Investment Impact of Gross deficit
3.2% 3.5% 30 Jun 2011 on pensions returns changes at 30 Jun 2014
.............................................. greater than in market
2.2% 2.5% expected ct.)ndltlons
y on discount rate

© British Telecommunications plc
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Note: Other movements net to zero and are not shown on the chart (including salary increases
and changes to demographic assumptions, such as longevity)
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Pension — 2014 triennial funding valuation — other features

4 N [ N\
» Additional matching contributions if: » Additional matching contributions if
— cumulative dividends exceed cumulative shareholder returns exceed:
Shareholder pension deficit contributions — cumulative DPS increases of 15% pa, plus
distributions — share buyback of £300m pa
» Applies from 1 March 2012 to » Aoplies f 59| 5015 t
completion of 2014 valuation? PPRlIES .rom anuary ) 0
completion of 2017 valuation?
. J \\ J
4 N[ N\
» If disposal proceeds exceed £1bn in any » As for 2011 valuation; plus
year, 1/3 of proceeds paid into scheme » BT to consult with Trustee if it
Disposals & » BT to consult with Trustee if it considers contemplates significant corporate
UL making acquisitions above £1bn in any events
12 month period — details of potential EE acquisition
discussed with Trustee
. J \\ J

10r 30June 2015, if earlier -

20r 31 March 2019, if earlier BT@
10



Outlook — unchanged

2014/15 2015/16
Underlying revenue® ex transit » Broadly level with 2013/14 » Growth
EBITDA’ » £6.2bn - £6.3bn » Growth
Normalised FCF? » Above £2.6bn » Growth
Dividend per share » Up 10-15% » Up 10-15%

Lexcludes specific items, foreign exchange movements and the effect of acquisitions and disposals
2before specific items
3 before specific items, pension deficit payments and the cash tax benefit of pension deficit payments

© British Telecommunications plc
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Operational overview
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Highest growth in landlines on record

Best ever Openreach fibre take-up

— exploring how to significantly increase fibre speeds
Top and bottom line growth in Consumer
Strong order intake in Global Services

Making good progress on EE due diligence
— acquisition would enable us to accelerate existing mobile strategy



Global Services — strong order intake

» Underlying revenue ex transit down 7%
— timing of prior year milestones

Q3 2014/15 YoY change

— good performance in continental Europe, Revenue
disappointing in UK

» Underlying operating costs ex transit ~ |7_oo

EBITDA

down 6%

£1,694m (8)%

; : Magi for Global N k ice Provi
—  continued focus on cost transformation Gartner Magic Quadrant for Global Network Service Providers

» EBITDA down 8% ex FX

— YTD broadly level ex milestones
» Operating cash inflow of £52m
— down £59m due to working capital movements

» £2.1bn order intake, up 36%
— 12-month rolling down 1% but up 9% since Q2

This graphic was published by Gartner, Inc. as part of a larger research document and should be evaluated in the context of the entire document. The

Gartner document is available upon request from http://www.globalservices.bt.com/uk/en/news/gartner-nsp-mqg-2015. B

Gartner does not endorse any vendor, product or service depicted in its research publications, and does not advise technology users to select only those
vendors with the highest ratings or other designation. Gartner research publications consist of the opinions of Gartner's research organization and should
not be construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with respect to this research, including any warranties of
merchantability or fitness for a particular purpose.
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=
BT \p)
COMPLETENESS OF VISION » As of January 2015

@ 57 Global Services
ATRT ..Dunn- Business Services
@ verizon
@ NTT Communicat tions.
T-systoms @ @ Tota Communication
Level 3 Communications (]
Telefonics @ @ Vodat:
sprint @
Tolstra @

-

Source: Gartner, Magic Quadrant for Global Network Service Providers,
Neil Rickard, Bjarne Much, January 14, 2015



Business — continued good cost control

. . o
» Underlying revenue ex transit down 1% Q32014/15  YoY change
— voice down 5% due to migration to VolP
—  data & networking up 2% Revenue ot £789m @
— continued fibre growth, with net adds up 45% - u/l ex transit (1)%
EBITDA £266m 4%

» Underlying operating costs ex transit

0,
down 4% 12-month rolling operating cash flow

— total labour resource down 9%

900 -
» EBITDA up 4% ) 800
m
700 -
» Operating cash flow up 3% 600 -
, . 500 -
» Order intake up 3% Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

- \
British Telecommunications plc !
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Consumer — strong top and bottom line growth

» Revenue up 7%

—  broadband & TV up 15% Q3 2014/15  YoY change

— ARPU up 7% Revenue £1,083m 7%
} EBITDA up 43% EBITDA £25Im 43%
» 209,000 retail fibre broadband net adds Revenue - YoY change
— over 35% of broadband base on fibre 10% -
» 119,000 retail broadband net adds 2; |
—  46% share! of market net additions 4; |
» Consumer line loss of 60,000 2% -
—  ¢.30% better than Q2 0% T oo
_2% .
» 45,000 TV customers added -4% -
_ Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
» 30% of pubs now subscribe to Q1] *lelg 2012/13 2013/14 2014/15

Lshare of growth in DSL and fibre broadband market BT@

© British Telecommunications plc
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Wholesale — better performance, headwinds remain

. . o
» Underlying revenue ex transit down 5% Q32014/15  YoY change
— improved performance vs Q2
- continued decline in calls, lines & circuits, e 3 (o .
including the impact of Ofcom’s NBMR! - u/l ex transit (5)%
— IP services revenue up 45% --------------------------------------------------------------------------------------------------
EBITDA £136m (7)%

» Underlying operating costs ex transit

down 5%
—  19% decline in SG&A costs 5% -
» EBITDAd 9 0% |
own 7%
_5% -
» Order intake £439m -10% -
— down 6%, but significant improvement vs. Q2 e
«“ ” : Q1 Q2 Q3 04 Q1 Q2 Q3 Q4 Q1 Q2 @3
» Rated as a “leader” by CurrentAnalysis e B
1 Narrowband Market Review -w
2in the domestic UK wholesale carrier segment BT!

© British Telecommunications plc
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Openreach — record fibre growth

» Revenue down 1%

— c¢.£45m impact from regulation
— partly offset by 36% growth in fibre revenue

» Operating costs down 2%

— despite recruiting 2,400 engineers in last
12 months

» EBITDA down 1%

— smaller benefit from sale of redundant copper

» 111,000 increase in physical lines
— best performance on record

» Record quarter for fibre
— 375,000 net adds, up 11%

— 44% provided to our external CP customers
— >3.7m premises connected
— 17% take-up of premises passed
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Q3 2014/15 YoY change
Revenue £1,255m (1)%
EBITDA £651m (1)%
Openreach fibre customers

by - BT - External

3.0 -

m

2.0 -

1.0 -

0.0 -

Q1020304Q1Q2Q0304Q102Q0304Q1Q20Q3
2011/12 2012/13 2013/14 2014/15

-

BTQ



Future network vision

The convenience of mobile with the power of fixed

» Seamless connectivity to the best fixed and mobile
networks
» Customers migrate to “All-IP” services

— driven by compelling bundles of voice, broadband,
TV and mobility

— by 2025, all customers will be using IP voice

»  One common access platform
» Connected through copper, fibre and mobile

» Asingle, IP core network
— replacing legacy networks and platforms

© British Telecommunications plc
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All-IP services

. ‘ﬁ.
v Shared IP Core %
\‘ Service-aware edge "

S —

Fixed Mobile

Seamiess connectivity



Ultrafast fibre speeds
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Currently around three-quarters of UK premises
passed with fibre

— working with government to reach 95% of UK

G.fast improvements will enable distribution point or
cabinet-based deployment

— multi-hundred Mbps speed

— builds on existing NGA investment

— scale pilots in Huntingdon and Gosforth from the summer
Ten-year vision of 500Mbps available across most of
the UK

— premium 1Gbps fibre broadband services for high-

demand customers

Investment managed broadly within existing capex
envelope

Evolution of access standards and speeds

1,000,000 -+

100,000 -

10,000 -

1,000 -

100 -

10 -

Downstream rate (kbps)*

G.fast

ADSL

Broadband

1960s >

!Log scale



Summary

» On track for full year outlook

» Investments are delivering

» Continuing to invest in Britain’s connected future

» Certainty on pension scheme contributions for next 3 years

» Mobility plans on track

21
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Income statement

£m Q3 2014/15 YoY change Key points
1 o £49m negative impact from FX
Revenue 5475 (3)% £26m reduction in transit revenue
. . » decline reflects contract milestones which
- o)
underlying ex transit (1)% benefitted results last year
1 o » improved growth vs recent quarters driven by cost
EBITDA 1,567 2% transformation
Operating profit’ 949 9% » depreciation and amortisation down 8%
Profit before tax’ 814 13%
EPS’ 8.0p 10%
Specific itemSZ (94) 21% » includes £72m net interest expense on pensions
(0]

and £54m of restructuring charges

before specific items
2net charge after tax
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Free cash flow

£m Q3 2014/15 YoY change Key points
EBITDA' 1,567 30
Capex (568) -
Interest (183) 22  » timing of payments, lower net debt
Tax’ (70) 82 » taxbenefit from share options maturing
Working capital & other 162 220 » UEFA rights payment last year; timing of Wholesale
customer receipts last year
Normalised FCF 908 354
Cash tax benefit of pension
o P 15 (4)
deficit payments
R » includes £57m of receipts from ladder pricing
Specific items 4 62 judgment; offset by restructuring costs of £54m
Reported FCF 927 412
before specific items
e e e BTQ
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