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Forward-looking statements - caution advised

« 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: transformation of BT's networks and cost base;
benefits to customers of the ICT programme.

« 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 and
financial markets conditions in the markets served by BT; future regulatory actions and conditions
in BT’s operating areas; technological innovations; developments in the convergence of
technologies; and the anticipated benefits and advantages of new technologies, products and
services, including broadband, not being realised. 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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About us : BT GROUP

BT Group is one of Europe's leading providers of telecommunications
services. Its principal activities include local, national and
international telecommunications services, higher-value broadband
and internet products and services, and IT solutions.

In the UK, BT serves over 20 million business and residential customers
with more than 29 million exchange lines, as well as providing
network services to other licensed operators.

BT’s strategy is to create value for shareholders through being the best
provider of communications services and solutions for everybody
in the UK, and for corporate customers in Europe, achieving global

reach through partnership.

Our aim is to increase profitable revenues from data and advanced
broadband and internet services and to reduce further our
dependence on revenues and profit generated by fixed-line
VOICe Services. '



About us : BT GROUP

BT Retail is the UK’s largest communications service provider, by market
share, to the residential and business markets. It supplies a wide
range of communication products and services, including voice, data,
internet and multimedia services, and offers a comprehensive range
of managed and packaged communications solutions.

BT Wholesale provides network services and solutions within the UK,
including ADSL, conveyance, transit and bulk delivery of products. It
serves more than 500 communication companies, including other BT
businesses. It aims to build complete communications packages and
works with its customers to help them succeed in their businesses.

BT Global Services is BT's managed services and solutions provider, serving
multi-site organisations. Its core target market is the top 10,000
global multi-site organisations with European operations. It provides
global reach and a complete range of ICT solutions and services.




BT Group Financial strength & stability

3 ended December ‘03 >0 Total Revenue £4.6bn

4.5

New wave turnover up 31%

4.0

EPS up 7% on Q3 last year 55

Pl'Oﬁt bEfO re tax* £52 6|TI i Q30203 Q3 03/04
up I % on pn-or yeaf *excluding the impact of cuts in mobile termination rates

1,800,000  Broadband end user connections
as at February 20th 2004

Net debt £8.8bn 32% lower 2 million
than prior year

Free cash flow year to date
£1.1bn up 46% on last year

Ma'02 Jun'02 Sep'02 Dec'02 Mar03 Jun'0F Sept'03 Oct'03 Dec '3

SOURCE:

Continuing revenue
and profit growth

Cash generating
businesses

Strong balance
sheet

Top FTSE 100 status

Analyst confidence —

(Nomura)

http://lwww.btplc.com/Siteservices/Servicesforinvestorsandanalysts/Investorfactsheet/Investorfactsheet.htm



BT’'s strategy Is on track
Traditional

focus Long-term partnership

Improved service with our customers
Aggressive & creative
marketing

Price innovation

Reduce costs
21CN (

transformation

) -

New wave focus

Broadband
Mobility

ICT

Global Solutions




Complete range
of global services

* End-to-end delivery of managed networks,
IT applications, integration and outsourcing

» Leading edge capalbilities, including
— IP-Virtual Private Networks
— Multi Protocol Label Switching (MPLS)
— Mobile data networks

— GigaByte Ethernet

— Web Services
* Global network breadth and depth
— Network coverage in 120 countries

— Europe’s most extensive IP network, connecting
over 250 cities

— Service and network management centres in major
cities around the world




GRID Why ?

-

BT



People’s needs
continue to change




Businesses need to adapt

More for less

e

~a ’

Consolidatiofn
& restrdcturing

)

Globalisation




BT's ICT Vision

"To lead the world in network-centric ICT solutions”

* BT’s ambition is to become a world leader in the digital
networked economy

* BT has a unique blend of skills and global IT infrastructure

* BT’s excellent growth and recent wins shows it strengths of
propositions

* BT has made good progress in its ICT growth and has had
significant recent wins.

» Partnerships brings new capabilities and routes to market to
accelerate BT’s growth in ICT

* Partnership between a world class Communications
company and a leading global IT company is a good fit to |
BT's strategy -~

Simple and Complete




Technology Is enabling
business change

* Business communication needs are increasingly driving
integrated communications and IT

« Companies that seize the opportunity can

— Improve the effectiveness of human interaction and
collaboration

— Reconfigure processes to use global resources more
efficiently

— Use BusinesslIP based technologies to increase the
flexibility of their operations

* BT Group companies provide
— Control to reduce costs today

— Flexibility to take advantage of tomorrow’s growth
opportunities

— Certainty, continuity and confidence

Delivering the promise of integrated communications
and IT : ICT




BT's ICT Strategic Focus

BT's ICT Customer Proposition operates at 4 levels

Transform customer business around the

Business digital networked economy
transformational

services

Grow IP network outsourcing client
base as foundation for ICT
outsourcing

Deploy world class
applications enablement and
focused apps management
) capability

Application management services

Global IP infrastructure services Provide IP services to our
customers anywhere in the

world.

..we are very clear about what we will do,
and what we won'’t do!







GRID - natural step in IT evolution
1) Mainframe 5) Virtual Mainframe

Slow networks
Disc and Tape
For data transfer

Intelligence back to the
Core configurator (broker or trader)

Dumb terminals
intelligence in the core

Compute resource virtualisation possible

CIO more comfortable with outsourcing

and looking for more savings
Under utilisation increases user costs,

and lack of application flexibility

. Faster and cheaper networks enable
drives use of PCs P

increased use of network accessed services

4) Utility Computing
ASPs
Web-services

The Computing
Roundabout..

2) Standalone
PCs

Slow networks
Disc and Tape
For data transfer

Faster networks enable increased use
Of network accessed services

Increases in speed and
Capacity drives demands fo
Faster networks

New and faster networks
With internet joining it
together

Outsourcing grows as CIO
Strive for increased efficiency

umb network — intelligence at the edge Networks and PCs get

Bigger and faster

3) Networked “ W
PCs BT@



The evolution of Networks towards Grid Services

Leaseo_l POULE, VPN Pre-Grid Grid
/e /4

/ Lines /7 Firewall //
In the Enterprise market it is very complex :

- standards for interconnect ?
- security ?

- ‘metering’ / billing ?

- Quality of Service ?

Enterprise Virtual Computing needs a Virtual Fabric

BT



The Customer Dilemma

« Survey of 250 IT professionals:

* 83% Do not know what applications are running
on their networks

* 82% Do not know how much traffic is non-
Business related

* 84% Are under pressure to maximise resources
and contain costs

* 76% Continue to upgrade bandwidth

In 2003, the Top 2000 European Businesses
wasted 3 million+ hours as a consequence of
poor application performance




GRID challenges for CIO’s

¥ 2%
\ |
.f, Corporate IP e

« Management control and
Accountability

» Asset utilisation, more for less

« Enabling your teams to work

Network for together
Intranet, oy » « Resources aligned with flexible
_‘\ Applications, B business objectives
Data A / - Enable ICT infrastructure to
Data = F\ fo’ Firewall . work with Business Partners
—
_h « On demand
r On the Move & .
Security .

Applicatjons Offices

JHowito apag€ Enterprise
A 'Gfig~enabled world ?

-

BTEQ




GRID - Prologue
- From a BT perspective GRID is NOT aboult:

— The relatively few applications that require massive
parallel processing

— A business model primarily predicated upon reductions
in licence fees

— Computing resources per se

— Simple improvements in processing efficiency through
use of under-used computing cycles

— Primarily focused on provision of Network bandwidth

- What it IS about is:

— The creation of a “Virtualisation” business model across &,
the entire “Information Communication Technology”
resource profile




ENTERPRISE A Middleware
WEB SERVICES

LANS
| IXE:E
[/

- Applications closely associated with IT resources they run on
« IT resources are primarily within Enterprise boundary

» CIO manages complexity and Application performance

- Addition of AAI provides significant benefits to Enterprise CIO




Delivering “Assured” Applications AA

BT Data centre

Desktop Lan Wan Application/Hosting
« Assuring:
 -HW , SW, LAN, WAN, DATACENTRE, APPLICATION,
SUPPORT

* -Oracle, Siebel, PeopleSoft, SAP

» -24/7, worldwide, pay as you go
"
- One stop shopping BT@

22



Grid Options for AAI

(Grid release 1.0)

Consultancy

* GRID Optimise/extend
* GRID Commercials

-

Audlt /

/ Profiling . /Optlmlse ,/Monltor VManage VAssure

» Grid Technology
+

» Business Function to Application mappings
* Resource Virtualisation

Assured
Business

Function
Local Extended
Platform
Management Management
o AAIl Audit e |nfrastructure « Application Virtualisation
extension Arbiter service « Flexible Application
* AAIl Optimise * AAIl Monitor Resourcing
extension extension « AAIl Monitor extension
* AAI Optimise
extension

23



Evolving towards GRID — Utility Computing

ENTERPRISE B

ENTERPRISE A
WEB SERVICES

APPLICATIONS

ENTERPRISE D
WANS LANS

Ay

APPLICATIONS

APPLICATIONS

Applications link loosely with IT resources they run on

IT resources are extended beyond Enterprise boundary as and when
required by Utility Computing provider

CIO manages complexity and Application performance

AAI still provides significant benefits to Enterprise CIO




Evolving towards GRID — True GRID Computing

------------------ - IT RESOURCE
.~ APPLICATION . "PooL’ 410
L “VIRTUAL” RUNTIME | 1

APPLICATIONS

ENTERPRISE A
WANS LANS

RESOURCE BROKER
«—»| /SERVICE PROVIDER

GRID TOOLKIT

AAI Modules

- Majority of IT resources become virtual to Enterprise customer

- Applications run in Virtual Space independent of IT resources they
run on — CIO role becomes negotiator with Resource Broker

« Resource Broker/Service Provider manages complexity and

Application performance as prime user of AAl across IT “pool”




GRID - from a Telco perspective

For a Telco it is about:

— Much more than providing a high speed network (bus).

— The creation of a “Virtualisation” business model across the entire ICT
resource profile.

— Telco strengths in the management of distributed resources can be used

to position ourselves as a natural GRID business.

—We have virtualised your network — let us virtualise
the rest of your compute resources

— The ultimate service provider

-

26



Visionary GRID Market Place

Specialist Commodity

Application Application
Providers Providers

Grid Resource Trader

GRID Service
Providers

Adding the GRT to the VPG enables us to create a market in GRID services.

Moving customers from fixed contracts on to a PAYG type model.

Market dynamics (availability, quality, demand, volume ..etc) determine price.

Creating a dynamic and volatile mix of suppliers and consumers. -
BT@

27




Where I1s the catch...

 All existing GRIDs are inside firewalls (intra-grid) where security is less of a
problem.

* There are no industrial strength accounting and billing services developed.
* There are no security services available today to facilitate extra/inter-grid

* We are not yet an obvious supplier ...we are not big in Lans and Wans ...and
we need a strong ICT position to be a credible GRID operator.....

* GRID is international .... Standards will be a big issue.

 Intra-Grid middleware is available as freeware.
¢ Its unclear how far and how quickly customer will risk going with virtualisation.

» Business models still to be developed
— Seen by some as “Internet2” ..... And that's free isn't it.
Consequential damages are a big concern.

-

28



The Implications of GRID

In the market

* IT service providers will need a GRID for Credibility

— The market awareness of GRID computing has been
raised through advertising and customer interactions

— European governments embracing GRID technologies
* Market awareness is creating customer expectations

— GRID is seen as enabling a step change in business
efficiency and cost savings.

* Web services and Grid are merging

— Web services, providing distributed application
functionality with Grid managing the processing, storage
and data resources




Why BT :-

« Already Leaders in IPVPN.
 Long history in providing network centric services.

» Trusted and Secure.

Reliable, Resilient, Responsive.

Wholesale experience

Fabric and service supplier agnostic.

Long term future.....



summary

* BT is a global player in the ICT services market

- BT sees Grid as virtual business model across the entire ICT |
portfolio

» BT takes Grid seriously and has a coherent, strategy and
roadmap to unlock Grid benefits

— The transformation of our existing ICT / AAI offerings into Grid services

* BT reduces complexity and is working actively to assist our
customers to use Grid Services

— Protect their existing investments

— A Migration to Grid enabled services

Thank You for your time today

Lets Talk
nigel.dye@bt.com
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