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BT Group is one of the world’s leading
connectivity services providers.

We manage some of the UK’s best-
known brands too. As the oldest
telecommunications company in the
world, we’ve been at the forefront of
technology innovation and progress
for 176 years.

We've seen a lot of change over that
time, and today the solutions we offer
have never been more important to +2 3

our customers. The connectivity- .

based solutions we sell are integral T et e a1
to modern lives, businesses and fes s in Consumer, BT SME
communities in the UK and across

the world. We support millions of
customers across c. 180 countries
and employ around 100,000
brilliant colleagues.

@ _
50%

5G now covers over half
of the UK poputation and
7.2m 506G ready customers

N

/m+ 2031

ocver 7m homes and businesses Achieve net zero carbon
passed with full fibre, with emissions by the end of
speedis of up to 9C0OMbps March 2031
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Financial highlights
Revenue
£20.9bn 2%
(FY21:£21.3bn}
Profit before tax

£2 Obn 9%

Adjusted? EBITDA

£7.6bn %

{FY21:£72.4bm}

Cash flow from
operating activities

£5.9bn m%

(FY21:£6.0bn}

Normalised free
cash flow®"

£1.4bn )%

(FY21:£1.5bn)

Basic earnings per share

12.9p 13)%

(FY21:14.8p)

Capital expenditure

£5.3bn 25%

(FY21:£4.2bn)

Look autferthese throughout
thereport

Reference to another
pageinthe report

Reference to further
reacling online

a Adjusted (being before specific items, share of post tax profits/losses of asscciates

and joint ventures and net non-interest related finance expense}, as explained on
page 210.
b Normalised free cash flow as defined on page 231,

Adam Crozier
¢ Chairman

: Read more about the
: ET Group Manifesto
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| This Strategic report wasapproved
. bythe Boardon 11 May 2022.

By orcier ofthe Beard,

11 May 2022 /

@ Please see the cautionary statement regarding forward-looking statements

on page 212,

: @ Pages 1to 78 form the Strategic report. It includes our business meclel,

progress against our strategic framework, cur key performance indicators,
group performance and our principal risks and uncertainties.

@ The Corporate governance report on pages 71 te 120 forms the Report of the

Directors ancd includes the Reportondirectors’ remuneration.

In this document, references to ‘BT Group' and ‘the group’ are to BT Group ple
comprising its subsidiaries, customer-facing units and internat corporate
units, Areferencetoayear expressed as FY22isto the financial year ended

3% March2022; FY23is to the financial yearended 31 March 2023 and so on.

Visit our online annual review ancl
=e¢ haw we're connecting for
bt.comlmanifestorepurt good bt.com/annualreview

We connect

for good
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A message from our Chairman

Building trust
and value

The strategic and operational progress BT Group | Thatroleisnotagiven right. As Phiip

describes in this report, we are now

has made in FY22 would be more than satisfactory : sharmly focused on network investment
in any year but in the context of the current : and ever-better customer service. Were

: modernising both what we do and how we

extraordinary economic backdrop, it is particularly | doit atigned to the UK Government and
: Ofcem agenda of transforming the UK's

impressive. When | joined BT Group at the end | digitalinfrastructure.,
Of 2021, I was Often GSked Why l’d Chosen tO lead Thisis a uniguely complex task ~ which
a company that, for all its impressive strengths, : Ismy other reason for joining the group.

It will take a number of years and

can feel like a procession of challenges. | resolute focus.

My answer was that getting it right here matters. Building for the long term
BT Group is central to the UK’s economy, public ; Much of business, politics and media

i tendtorun onshorter loops than jobs like
services and security. And it’s at the heart of family : this sutthe tnuthiswe are inthe early
: stages of a mammoth and long-term
and professional life for millions of people. | transformation programme. Our task is
; not only to make sure BT Group evolves
- : asatruly world class telecoms leader,
i butthat it developsits rale within the
! ever-shifting tachnelegy landscape.

We are up to speed -rolling out fibre

: faster and cheaper than ever and alreacly

! reaching more than half the population

i with 5G. My focus is making sure we keep

i this momentum and stay the course.

: Betterto dothe job properly than pretend
¢ it’s a quick win.

i The past couple of years have seen the
i group prove its meftle, rising to the role
¢ of critical nationat telecommunications
i provider, keeping people working and
families connected, and underpinning

i vitai public services.

£220bn

i the new networks we and others
i are building will yield a national
¢ preductivity gain of around £229bn®

BT Group plc Annual Report 2022
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Our task is not only to make sure BT Group
evoives as o truly world closs telecoms
lecder, but that it develops its role within
the ever-shifting technology landscane”

Aswe build back from the econoemic
damage of the pandemic and cope with
inflation, supply chain constraints and
shifting geopolitics, our role is vital for
the country’s future. BT Group is already
responsible for generating £1in every
£75 producedin the UK econpmy?. The
new networks we and others are building
will yield a national productivity gain of
around £229bn®.

Itis those fibre and 5G networks that,
rightly, take the headlines. But the
challenges we face are much wider.
Connecting placesis a yardstick but it is
connecting people that willyield a return
on our once-in-a-generation investment.
And while deing that we must strive for
ever-better customer service, building
trust and confidence in everythingwe do.

Building amodern BT Group

Quir digitisation agenda runs through

the group. New platforms and services -
for businesses as well asindividuals —
must be matched by a concerted drive for
backroom efficiency. | have been highly
impressed by our colleagues’ expertise
and dedication to this transition. {t is

of course a human as wellas technical
process. We will continue to develop our
skills base, recruiting and training the
brightest, whilst reskilling our colleagues
to stay competitive.

We are digitising both BT Group and the
services we offer, but we must leave ne
one behind. It’s why our full fibre build
of 25m homes willinclude access for

a Regeneris for BT, 2021.

h FTTP £59bn productivity gains to the UK if delivered
by 2025 (Source: Centre for Economics and Business
Research) —-5Ga further £170kn henefit. (Source:
FCCGrepertfor DCMS).

i aguaranteed 6.2m rural homes. It's why

: we make sure connectivity is financially

i accessible to all through our social tariffs,
. and why we’re supporting vulnerable
customers by freezing those tariff prices

D in2022.

. For all our best efforts and intentions,
we won't always get it right. We saw that
i thisyear with the move to digital voice

i services —where not enough caution on
. our part caused realanxiety to some of
our most vulnerable customers.

¢ Pausing that programme was the right

: thing to do to learn lessons and improve

! the experience for customers. But at

the same time, we must keep leading the
¢ UK’s digital transition, explaining both

: practical necessities and advantages

i tocustomers—like the value of digital
telephony intackling scam calls.

i Thisyear we published BT Group’s

: Manifesto to capture how we’ll grow our
' business in aresponsible, inclusive and
sustainable way, meeting our purpose

i toconnect for good.

It sets bold goals for the social and

¢ environmentalimpact of our work (see

: page 32). As chairman, | am determined
: tomake sure we use it not as an exercise
i insaying the right things but as a basis

¢ foraction.

. Governance

The first job for any incoming chairman

¢ istojudge whetherthe right strategy and
i management arein place, lam certain

i that Philip and his executive team have

! the vision and experience for the task.

: Aswe look aheadto FY23 and beyond, my
i priority for the Board will be to boister its

¢ skills, diversity and experience —taking
into account group strategy, the

Strategicreport 3

¢ opportunities and challenges facing us

: and succession {given the tenure of longer
¢ serving directors). The Nominations

| Committee is focused on finding non-

! executive directors with skills to boost the

: Board's technology and digital capabilities
: and transformation expertise.

At this year's AGM, we’ll bid a fond and

: grateful farewell to Leana Nair. Leena has
i chaired our Digital Impact & Sustainability
: Committee with great impact and we will

! miss her, But we recognise that her new
role as Global CEO of Chanelis highly

¢ dermanding. Sara Weller will succeed

¢ heras chair of the Digital impact &

: Sustainability Committee.

In November Sir Jan du Plessis stepped

! down aschairman. | want to say a big

. personalthank you to Jan for his

{ dedication to BT Group and for the
suppert he gave me when handing over

. the rele. Itis thanks in no small part to his
i stewardship that | inherited the job of

¢ chairman of a business with such clear
strategic direction.

¢ Inrecentyears BT Group's share price

: performance has demanded considerable
patience from our investors. Inthe last

i 12 months it has performed much better,
 I'm confident that our Executive

: Committee now has the investment and

i transformation plansin place to deliver
forshareholders, customers and other

¢ stakeholders.

© We are well on our way but thisis no quick
task. It needs ourinvestors’ faith. We will

. repay that literally through reinstating

¢ the fullyear dividend at 7.7 pence per

; share, butalso through open and
consistent dialogue about our progress.

. lwant to close by thanking the many

: colleagues who have given me such a

i warm welcome, This company hag an
immense task ahead of it. But it is built
: cnabrilllantteam —one ’'mreally

. pleasedto be part of.

Adam Crozier
i Chairman

11 May 2022
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A message from our Chief Executive

Aclear <«
strategy

We’re on a purposeful,
fast-paced journey.
Bringing our unique assets
together and delivering
significant and sustainable
long-term growth.

To read maore about our strategic
progressgo to page 20

BT Group plc Annual Report 2022

We connect
for good
bt camjfannualreview

£15bn

investment in our full fibre
network

£604m

R&D expenditurein FY22




This year BT Group again proved its resilience
and ability to get on and deliver. Our operational
performance was strong - and doubly impressive
in the context of global economic challenges.

Two factors underpin this.

First, and above all: the continued
dedication and hard work of around
100,000 colleagues across the company
and around the world. On behalf of the
Board and my executive team, | want

to thark each and every one of them

for their efforts during the year and
unwavering support for our customers.
Recognising that our people face an
extracrdinary inflationary environment,
we have been determined to offer the
best pay rises we can afford, awarding
colleagues increases ranging frem 2%
to 8%, and with a particular focus on
those on lower salaries.

Second, clarity and alignment across
the entire organisation on our purpcse
—we connect for good —and delivery

on our strategic framework: building the
strongest foundations, creating standout
customer experiences and leading the
way to a bright, sustainable future. (See
page 18) These are now evident in all
activity across the business and we see
this in cur ever-improving customer
satisfaction results.

Despite the economic uncertainty,

BT Group shares performed well; over
the 12 months to 31 March 2022, and
including the reinstated full year dividend
of 7.7 pence pershare, we will have
achieved a total shareholder return

of 22.7% comparedto 16.1% for the
FTSE 100.

Cf course, the turbulent global economy
has made its presence feltin all walks

of life. BT Group was not immune —as
seenin our FY22 financial performance -
but despite an overall decline in revenue,
savings from our transformation
programmes and tight cost management
delivered EBITDA growth of 2%.

c.1.8m

customers already connected
to full fibre

{ BT Group is delivering

Woe're sticking to our plan: we have

: stepped up cur modernisation agenda as
! we strengthen, simplify and sharpen the

¢ group’s focus; we are achieving record
customer satisfaction scores across all :
: ourbrands; and we continue to accelerate !
1 our next generation network build
! programmes.

Openreachis now almost 30% of the way
: through our full fibre broadband build,

¢ having passed 7.2m premises and

. building faster and cheaper than any
other operator. On 31 March, we had

: almost 1.8m FTTP® end user connections
¢ from 42 different communications

: providers.

From a standing start three years ago,

! EE’s 5G network now covers more than

: B0% of the UK population, 12 months

¢ ahead of target. Building next generation
networks is one thing but connecting

¢ customers to them is what counts. On that
: measure we are also performing really :
¢ well: our 5G-ready® customer base now
standsat7.2m.

: Ournext generation networks will

: underpin all future BT Group products

i and propositions. Our FTTP customer
base in Consumer has grown toits largest
¢ everlevel at 1.1m; Enterprise signed a

. deal with BAl Communications to deliver
! connectivity solutions for the London
Underground; and in Globalwe are

i continuing to grow next generation

: services, including Eagle-i which predicts
! and prevents cyberattacks for corporate
and public sector customers.

- are achieving re
- customer sutisfaction
| SCOTeS GLross gi;i our
. brands; o ,,
tog LECPeie ate our naxi:
- generaiion network
s build progrommes.”
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i Building a bright sustainable future for

: BT Grouprevolves around enabling our

. long-term growth and prosperity. Our

. Digital unit will be at the centre of this, with
¢ adual-track role to cut back our reliance
oncomplex, costly legacy systems and

: create new growth cpportunities. Little

i overayearsince its creation, the Digital

i tearn s radically simplifying cur internal
systems and processes, supported in part
¢ by AWS, and working with Google Cloud

¢ toaccelerate our progress to becoming

¢ Al-led. A significant new agreement

© with Microscft is helping us move inthe

. directionofa platform business, andwe

i have signed another deal with Distributed
¢ to enhance ouraccess tothe talentwe
need to deliver on our ambition.

The highly regulated nature of our

' business and the importance of

. connectivity and the other services we

: provide means we'll always be front of

i mind for a broad range of stakeholders,

: Delivering our plan is helping us continue
i tostrengthen ourrelationships with key

. groups, including the UK Gevernment

¢ and our regulator, Ofcom,

&6

' We have stepped]
- modernisation Ggeﬂ,dﬁ

LD Ol

s aswe strengthen,

simplify and shorpen
the group’s focus; We
acore

a Fibre-to-the-premises (also known as full fibre).
: b EE consumer customers receiving ar capable of

receiving 5G network connection using one or both
ofa 5G-enabled handsetand a 5G-enabled S1M.

BT Group plc Annual Report 2022



A message from our Chief Executive continued

/

Five clear priorities to
drive sustaincble growih,

growth through
converged
solutions

1 Drive Consumer

Cconsumer will lead infull fibre, 5G and
convergence to winin households across the UK
and build deeper customer relationships by giving
them excepticnal customer experiences,

Capitalise

on Enterprise
and Global’s
unrivalled assets
to restore growth

Enterprise and Global will kelp business customers
to grow through next generation connectivity
solutions. Alongside leading capability and
expertise in managed services and security, and
superior customer experiences, these solutions
witl support our business custemers on thelr
digital journeys.

Deliver
Openreach
growth and
strong returns
onFTTP

Openreach will build the LUK’s largest full fibre
network, get cost advantages from this scale and
switch customers to the new platform asfastas
possible. Openreach wilt also keep providing
industry leading service and strengthen

its relationship with all communications
providers (CPs).

Digitise,
automate and
reskillto
transform our
cost base and
improve
productivity

Across BT Group we'll fundamentally change what
we do and how we work. We’'ll simplify cur product
portfolio, automate and digitise our operations
and shut down legacy systems, processes and
networks. This will cut costs, boost execution
speed and ensure we can deliver better
experiences for customers and colleagues.

Optimise
our business
portfolio
and capital
allocation

BT Group ple Annual Report 2022

We’'ll keep reviewing how we can strengthen our
business portfelic through opportunities to own,
sell or partner. We'll continue to optimise the way
we allocate the cash flow generated fromour
operations, balancing the need to reinvest capital
in the business, especially in next generaticon
networks and solutions, with meeting ocur
obligations to service our debt and pension fund
while allowing us to pay a progressive dividend,

Strategic priorities

QOutstanding connectivity remains our
beating heart. Building next generation
networks will not just tay the foundations
for the future economic prosperity of our
customers and the whele of the UK. It will
also be the bedrock for BT Greup’s future
success, but thisis only the start.

Aswe grow the group into a digital
platform-led business to ensure our
lasting competitiveness, we'll deliver

on five key priorities.

1. EE will become our flagship brand for
consumers, leading our appreoachte
future innovation, convergence and
services beyond connectivity. Eventually,
this will help us winin households across
the UK and build deeper customer
relationships by giving them exceptional
experiences,

2. BT will be our flagship brand for
Enterprise and Global under the new
heading, BT Means Business. Enterprise
and Glokal have a strong portfolio of next
generation services and we will capitalise
on these te drive market share in fast-
growing areas where we’re under-indexed.

3. Openreach has a strong and growing
early customer connection rate of 25% te
the new FTTP network. Atsuch an early
stage in this asset’s life, it's an
encouraging indicator of the long-term
economic return we'll generate on this
once-in-a-generation investment,

4. Half-way through FY22 we achieved
our £1bn gross annualised cost savings
target — 18 months ahead of schedule.
This let us bring forward our £2bn savings
target by a year te FY24 and target
further savings totalling £2.5bn by end
FY25.

5. We’re sharpening cur focus to make
sure we are adapting to the changing
markets we operate in and funding the
right assets and initiatives for growth. To
that end, we have finalised the sports joint
venture with Warner Bros. Discovery to
improve our content offering to
customers, aligning cur business with
anew global content powerhouse.
Separately, we have now extended our
reciprocal channel supply deal with Sky
into the next decade and, following
successful trials, Openreach and Sky have
sighed an MOU allowing Sky engineersto
complete home installations of full-fibre
for their customers. These deals
strengthen our strategic relationship

with a key partner, mutually benefiting

all of our customers.
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We launched the BT Group Manifesio
in December, setting out how wo'll
accelerate responsibie, inclusive and

sustainable growth over the next dlecade

25m

ourtargetis tohelp 25m
people improve their digital
skitls by the end of March 2026,
and we're already hatf-way to
achieving that goal

60m

we will help customers
avoid 60m tonnes of carbon

£7.9bn

in FY23 we expect to deliver
EBITDA of atleast E7.9bn

To see Philip in conversation, visit our online
annual review bt.com/annualreview

LT

{ BT Group Manifesto

As the world of technology evolves,

. the weight of societal responsibility

. oncompanies like ours becomes ever

i greater and more complex. We wilt only
! succeed if we help solve some of the

¢ problems faced by the customers and

: societies we serve. To thatend, we

¢ launched the BT Group Manifeste

: in December, setting out how we'l]
accelerate responsible, inclusive and

¢ sustainable growth over the next decade,

! Central to this is making sure customers
have the necessary skills for their own

. digital futures —whether that's helping

. parents help their children get online or
. ready themselves for a careerin coding
after school or university. Cur target is

: tohelp 25m peopte improve their digitat
. skills by the end of March 2026. We're

. already over half-way to achieving

. that goal.

We have also set out clear workforce

i diversity and inclusion targets which

i are stretching but we're determined to
pursue them and champion aninclusive

© culture that celebrates our differences. In :
addition, we have brought forward our net The true strength of cur business lies in
1 zerotarget by 15 years—to 31 March 2031
: for our own emissions and 31 March 2041
for supply chain and customer emissions.
{ Byembracing new technologies such as

: full fibre, 5G, ¢loud computing and loT,

: we will help customers avoid 60m tonnes
of carbon emissions by 2030.

Strategic report 7

i Lookingahead

;BT Group has emerged from the global

! pandemic astronger organisation with a

: clear path to future success. Despite lower
i revenue inFY22, we've grown EBITDA,

i we are wellon track to medernise and
improve every aspect of our operations

: and our mid- to longer-term financial

: outlook is improving.

The majority of our revenue base is now

¢ inflation-linked and customers are on

: clear, predictable and transparent pricing
¢ plans. Annual data consumption has more
. than doubled inthe last five years and

¢ with the once-in-a-generation network

¢ upgrades needed to support this, it's

i critical that our pricing structures are fit for
! purpcse and can fund these investments.
That said, in the currentinflationary

: environment we know every penny counts
¢ forour customers —which is why we won’t
increase social tariff pricesin 2022.

In FY23 we expect to deliver revenue

i growthand EBITDA of at least £7.9bn.

¢ Looking further out, we have expanded
¢ our gross annualised cost savings target
i to £2.5bn by FY25.

: Aswe pass the peak of our fibre build and
. move towards an all-fibre, all-IP network,
we expect anannual capex reduction of

: atleast £1bn and lower operating costs

¢ of £500m. From these two things alone,

i bythe end of the decade we expect at

¢ least £1.5bn higher normatised free cash
flow compared to FY22. Our progressive
: dividend policy will be underpinned by

: these increased cash flows as we move

¢ tosustainable growth going forward.

! Itisthanksto sharehelders’ support that
. weare making big investments in the

¢ long-term future and prosperity of BT

: Group-on their behalf, and on behalf

¢ of customers and the whole of the UK.

1 our unwavering commitment to putting
customers first, Building and maintaining

i their trust in usis the single mostimportant
¢ thingwe do; we will never take it for
granted and we will always strive for better.

Phitip Jansen
: Chief Executive
S 17 May 2022

BT Group pic Annual Report 2022



Executive Committee

The Executive Committee provides input and
recommendations to assist the chief executive
with strategy development and operational
management. It is chaired by the chief executive.

Executive Committee changes
The following changes to the Executive
Committee tock place during the vear:

» Alison Wilcox ceased as HR director
onleaving BT

* Debbie White joined BT Group
as interim HR director.

Harmeen Mehta

Clue tal e impovation

Appointed March 2021.

Before joining BT Group, Harmeenwas
group ClO and head of cloud & security
business at Bharti Airtel. Harmeen has
experience of incubating new businesses
and creating new revenue streams, and
over 25 years’ experience leading digital,
andtechnology transformation and
running technology-led businesses.
Harmeen has previously been ClO at Bank

of America Merrill Lynch, BBVA and HSBC.

BY Group ple Annual Report 2022

Phitip Jansen

Chint oxec

Appointed as chief executive in February
2019 and to the Board in January 2019,

Philip joined BT Group from Worldpay
where he had been CEO since April 2013.
Befare that he was CEO and then chairman
at Brakes Group between 2010 and 2015.
Philip spent the previous six years at
Sodexe where he was group chief
operating officer and chief executive,
Europe, South Africa and India. Prior to that
he was chief operating officer at MyTravel
Group from 2002 to 2004 and managing
director of Telewest Communications {(now
Virgin Media 02} from 2000 to 2002, after
starting his career at Procter & Gamble.

Appointed Novermber 2016.

Ed was formerly deputy director of
corporate affairs at Lloyds Banking Group.
Priorto that he held corporate affairs roles
at McDonald’s Europe, McKinsey &
Company and the Blue Rubicon
communicaticns consultancy, having
previously worked as a news producer

and editor at the BBC.

Appointed July 2016,

Simonwas CFO of BG Group before the
takeover by Royal Dutch Shellin February
2016 Priortothat he was CFO of
AstraZeneca, and finance director and
executive directer of ScottishPower. Simen
was also previously a director of McKinsey
& Company.

Reb Shuter

Appointed February 2021.

Before joining BT Group, Robwas group
president and CEO of MTN Group. Prior to
joining MTN, Rob was CEQ of the Europe
cluster of Vodafone Group, having worked
there from 2009 to 2016. Earlier in his
career, Rob held various roles in the
financial sectorin South Africa including
managing director of retail banking at
Nedbank and head of investment banking
at Standard Bank.



The Executive Commitiee assists the
chicf executive to:

+ develop group strategy and budget for
approval by the Board

execute the strategy once the Board
approves it

give assurance to the Board on overall
perfoermance and how we're managing
risks.

The chief executive, orhis delegate, take
all decisions. Thisis so thereis a single
peint of accountabilily.

Marc Allera

CEO, Consurner

Appointed September 2017,

Marc was previously CEQ, EE and prior to
that chief commaercial officer for EE from
2011 to 2015. He spent tenyears at Three
UK as sales and marketing director and
chief commercial officer. Priar to that,
Marc was general manager of Sega UK
and Europe.

Howard Watson

Appointed February 2016 as chief
technology and information officer and
became chieftechnology officer in
March 2021,

Howard was formerly chief architect and
managing director, glebal IT systems and
led the technical teams behind the launch
of BT $portin 2013. Howard joined BT
Groupin 2011 and has 35 years of telecoms
experience, having spent time at Telewest
Communications (now Virgin Media O2)
and Cartesian, atelecommunications
consultancy and software company.

Appointed June 2017,

Bas was formerly president, BT inthe
Americas, Global Services. Bas joined BT
Group in 2008 as CEQ Benelux. Before
joining BT Group, Bas was executive
president and a member of the
management committee of Getronics NV,
where he ran global sales, chanrels and
partnerships, developing the company’s
international business. He wasalso

CEO and managing director of KPN
Entercom Selutions.

Appointed Octcber2021.

Before joining BT Group, Debbie was CEO
of Interserve Group and prior to this held
various senior positions within Sodexc
including CEO of Sodexo Healtheare and
Sodexo Government, CFOinthe UK and
Ireland and later CEO for Sodexo UK and
Ireland. Debbie started her career with
Arthur Andersenin the UK, before joining
AstraZeneca where she held a range of
financialroles.
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Sabine Chalmers

Appointed April 2018 as general counsel
and became director requlatory affairs and
company secretary in May and September
2021 respectively.

Before joining BT Group, Sabine was chief
legaland corporate affairs officer and
company secretary of Anheuser-
BuschinBev for 12 years. She also held
various legal leadership roles at Diageo.
Sabineis qualified to practise lawin
England and Wales and New York State.

Clive Selley Invitee
CED, =

Appointed February 2016.

Clive was formerly CEOQ, Technology,
Service & Gperations, CEC innovate &
designand before that president, Global
Services portfolio & service design.

The CEQC, Openreach cannot be a member
of the Executive Committee under the
provisions of the Commitments {see page
41). Clive attends Executive Committee
meetings as appropriate.

BT Group plc Annual Report 2022



Our business model

What we do

We own, build and operate the UK’s biggest

and best fixed and mobile networks. We use

them to give UK customers innovative digital
connectivity solutions. Beyond the UK we provide
global businesses with networking, security and
connectivity solutions too. To meet our customers’
needs — from individuals and families to the public

market, sell and support differentiated solutions
that deliver smarter outcomes for them.

For consumers we offer a range of
broadband, mobile, landline and
converged solutions, as welt as
entertainment including sport, TV and
gaming. Typically, we deliver services to
households through 12 to 24 month
contracts or subscriptions.

BT Group ple Annual Report 2022

For businesses we offer, manage and
support differentiated, innovative and
compelling connectivity solutions to
enable businesses to digitally transform
and grow. We sell them a wide range of
digital capabiiities iike networking, cyber
security, cioud and collaboration tools
and soluticns. We support businesses
large and small as well as the public sector
and governments around the world.
Typically, we provide small and medium
businesses solutions cn 12 to 24 month
contracts. Larger business and public
sector customers often buy multi-year
managed solution contracts but they can
also buy one-off services related to
specific technolegies or outcemes. These
contracts give Us ongoing revenue and
help us become trusted partnersto our
customers through developing long-
standing relationships.

: Our customers span a wide range of

I customer segments. We earn revenue
: by selling them different types of

i connectivity solutions —oftenin

¢ collaboration with partners.

. We invest what we earn in outstanding

! customer service, building and

: maintaining our feading mobile and fixed
: networks, and developing the next

: generation of connectivity solutions.
sector and global multinationals — we design, build, ; e alsouse the money we earn Lo pay for
: obligations like tax, interest and pension
: fund contributions as well as returning

i aportion of it to our shareholders in

¢ return for the capital they have invested
in the business.

Enterprise, we wholesale our mobile
network capabilities, voice services,
breadband, Ethernet and other
connectivity solutions. Typically, these
wholesale contracts range from a month
to five years or more. And through
Openreach we selt wholesate access to
our fixed netwaork infrastructure to 690
CPs. A large portion of Openreach’s
portfolio is regulated and we typically
strike long-term contracts of up to 10
years with CPs, including our Consumer
and Enterprise units.
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How we’re organised

BT Group comprises customer-facing units (CFUs), technology units (TUs)
and corporate units (CUs). Openreach is a CFU but manages much of its
business separately to meet regulatory requirements. In the rest of the group,
we have an integrated operating model that shares common assets like our
mobile network, technology, colleagues and brands — helping us efficiently
deliver the best outcomes for our customers.

Customer-facing units

Our four CFLUs design, market, sell

and service differentiated customer
solutions, with each focusingona
different segment. They drive growth
by celivering outstanding customer
experience and differentiated solutions
and outcomes,

LiK individuals and
touseholds

Technology units

This year we split our TUs inta Digital
and Networks to give sharperfocuson
transforming these areas and building
a maodern BY Group, fit for the future,
Our TUs also lead cur innevation and
R&D activity.

UK businesses

Customers

MINCs and international
businesses

CPsincluding Consumer
& Enterprise

and CPs

Corporate units

QurCUs supportour CFUsand

TUs with cantres of excellence and
provide group -level management and
coordination. They give us efficiencies
by sharing common activities and

best practices.

Finance, strategy &
business services

The role of our CFUs

Consumer

Serves individuals and households through three brands - EE, BT
and Plusnet. Together they mean that BT Group is the UK's largest
consumer mobile, fixed and converged communication provider.
We have a relationship with over 45% of LIK households, helping
them communicate, study, work, learn, play, and be entertained.

Enterprise

Helps businesses of all sizes across the UK and Republic of
Ireland reach their digital goals. Our 1.2m customers range from
big household names, Government departments and public
sector, to small businesses and start-ups. This year Enterprise
was reorganised to focus more sharply on small office and home
office (SoHo), small and medium enterprises (SMEs), large
corporates and public sector, and wholesale custorners. And we
launched cur Division X unit to develop innovative solutions for
our business customers.

Human resources

Corporate affairs

Legal, company
secretarial &
regulatory affairs

Global

Serves multinational companies (MNCs) and governments.

We have the ability to serve custcmersin ¢. 180 countries. We
integrate, secure, and manage network and cloud infrastructure,
and offer security, collaboration and contact centre solutions to
heip cur customers thrive in anincreasingly digital

business environment.

Openranch

In line with cur regulatory Commitments, Openreachisa

CFU but has greater strategic and operatiocnal independence.
Openreach operates our fixed access network and is building the
next genearation of full fibre infrastructure. It manages the fixed
network connecting homes, mobile masts, schools, shops,
banks, hospitals, libraries, governments and businesses to the
world. Cpenreach serves 620 CPs within the UK who then sell
fixed access services to end customers.
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Our unique
assets

Our business model continued

We're well positioned in our markets
through a unique set of assets that help

us deliver for customers. This sets us apart
from the competition and creates value

for our stakeholders.

We build, cwn, and operate the LIK’s biggest and best
fixed and mobile networks, They allow us to provide
widespread coverage and superior connectivity
experiences forour retail and wholesale customers.

Our fixed access network has unparalleled reach

with connections availabte to more than 31m premises.,
We are building the largest full fibre network faster
than ail other major players combined and have already
passed over 7m premises with a more reliable network
with speeds of up to 200Mbps.

Qur large and diverse customer base and trusted
refationships with them gives usinsight and
understanding into their current and future needs.
This in turn helps us setl them maore connectivity
and related solutions.

Openreachis the largest fixed access wholesale
network inthe UK and serves 690 CPs. 42 ofthemare
signed up to our latest Equinox deat on our full fibre
platform. Through these CPs Openreach serves over
24m physical lines with nearly B0% share of the fixed
access market.

Our group is made up of around 100,000 colleagues.
Their technical and commercial knowledge, skills,
expertise and attitude are vital to our purpose and
ambition. They build and maintain our networks, create
and service our solutions and make sure we meetand
exceed our customers’ expectations. And theydo

all this while we're fundamentally transforming

the organisation.

Our widespread local presence gives us assets and
colleagues on the ground to deliver for customers.
These local assets mean we can give customers service
and support - and respond swiftly to their needs.

Openreach’s £.30,060 engineers play a critical role in
keeping the UK connected by building and maintaining
our fixed network out in the field. Their dedication and
skiil enabte us to roll out our new full fibre network at
pace and scale,
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For eight years Rootmetrics has rated our mobite
network #1. We have a big stake in mobite spectrum
and we continue to extend cur network coverage. Qur
4G network already reaches 99% of the LK population
and we now have over 50% population coverage with
our new 54 network. We're also investing in advanced
network capabilities and developing new use cases
forour customers.

The c¢ollective scate of our EE, BT and Plusnet brands
means that we serve over 45% of LIK households®,

Our Global and Enterprise units work with over

1.2m customers including global and multinationatl
businesses, 76 of FTSE 100 companies, and over 11,300
large businesses and public sector organisations in the
UK as well as our SME and SoHo customer bases.

In the LIK we have the biggest retaii footprint of any
connectivity provider. We have over 15,000 customer
support colleagues. And our Home Tech experts help
individuals and families get the most out of our solutions
in their homes.

For our business customers we're truly a global
organisation —able to serve customersin ¢. 180
countries. We're physically present all over the world.
Thatincludes 13 accredited globai security operations
centres and 7 innovation and customer experience
centres including in London, Paris, Amsterdam and New
York. Qur Enterprise and Global sales teams engage
with customers on the ground to understand their
needs and make sure we're delivering on them,

a Source: Flaws, @3 FY21/22, BTG Household Penetration UK.
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We ser\;'e millions of customers through four
estabtished brands. This lets us meet the connectivity
needs of different audiences and market segments.

We understand the value of working with others.

In every area of our business, we work with a valuable
ecesystem of partners and suppliers — helping us
efficiently provide the best solutions for customers.
We work with lots of the world’s leading technology
companies (like Microsoft) on shared sclutions that
combine the best of both parties for cur customers.

innovation has always been at the heart of the BT
Group’s business and continues to be vital today.

We find new, exciting ways to use technology to improve
solutions, processes and networks and better serve

our customers.

Openreach innovation helps manage cost and
continually improve network quality. R&D investment
has revolutionised the technologies, tools and
techniques that underpin our multi-billion pound full
fibre build. For example, our Cleanfast machine, Marais
Trencher and Ground Penetrating Radar enable faster,
safer and cheaper civil works which cause less disruption
to local residents.

Our {arge, rich data sets help us to deliver betterservice
to our customers and to create outstanding solutions.
Our customer, product, networks and operational data
give us insights intc what is important and where we
canimprove.

plusnet  OPenreach

Openreach has strong relationships with third-party
contractors and suppiiers. These enable us to builct our
fult fibre network at scate, at pace and ai the right cost.
Ontep of that, deep partnerships with CPs mean we
can give the best experience to end customers. For
example, Sky can use their own engineers to connect
their customers to our full fibre network,

Employing over 10,000 colleagues in our technology
units, we spent £604m on R&D this year. Adastral Park
is our global R&D centre and has played a pivotal rote
pushing the boundaries of telecommunications
research. We have leading specialist facilities and

labs exploring the value of emerging technologies
inctuding 5G, loT and cyber security.

We hold over 5,200 patents and patent applications and
have achieved world firsts in areas {ike quantum-secure
communications. We run an extensive, long-~standing,
joint-research programme and currently work with
more than 60 universities. Together we pioneer the
future of connectivity and connectivity-related

services forour customers,

As we apply more artificial intelligence {Al) and
machine learning we're creating more personalised
and meaningful experiences for our customers, and
working smarter, faster and more efficientiy.
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Key trends influencing us We operate in a rapidly changing
environment. By understanding key trends,
we canh take advantage of opportunities as
they arise and act quickly to reduce risks
to our business where necessary.

Growing demand for
connectivity services

QOur customers’ demand for connectivity

continues to grow and connected services Avallab:laty of next generation

are supporting more aspects of their network connectivity

personal and work lives. Even as the Around the world telcos are making huge
world’s Covid-19 restrictions unlock, investments in next generation networks
some behaviour changes are here to stay. andtechnology. Inthe UK, 5G and full

Digital werkplaces will continue. People fibre rollout is progressing at pace.

will work from home mere often. More These new high capacity, high

home activities will rely on connectivity. speed networks will support greater

All of this means that seamless, ‘always- consumption of connectivity and new
on’ connectivity and greater data digitaltechnologies. These technologies
consumption are here to stay too. will open up new opportunities (like 5G

private networks) and shape how
customers interact with the digital world.

Gverall monthly mobile traffic growth
inour core network vs. January 2019

Digitalisation and
the shift to cloud

In parallel to revolutions in access
networks, other digital technologies
like cloud computing, Al and machine
learning continue to evolve. This is
changing the way people live and werk.

Businesses are continuing to digitise, with
communication and collaboration tools,
and with shifts to cloud. And the explesion
of available data makes Al and machine
learning a critical part of new soluticns,
services and business operations.

January 2020 January 2021 January 2022

xX2.3

mobile traffic growth in our
core network (January 2022
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Connected devices and computing
attheedge

Connected devices, machines and sensors
are playing anincreasingly important relein
factories, homes and workplaces, Asthey
become more fundamental to lives and
businesses, reliable connectivity does too.

Alongside this, edge computing is changing
how people and machines connect-and
what can be done with these connections.

Competitive markets

Competition is strong in all our active
markets. In the UK fixed access wholesale

4 ) market there’s more investment from

i ] X alternative network providers (altnets)
T | D as well as established players. Traditional
| b= telcos and new entrantsin the consumer
; /— and enterprise connectivity markets

I — :
\ — i ; ' ) . .
i : i ; : tinue to drive intense competition.
‘ i ' > con
= =T — rve mense com
— i ; As connectivity and digital service
: |

! i ! markets more closely intertwine,
! ! - : | face a wider set of competitors—
- i j e we rac orcompet
b including non-traditicnal digital and
big tech players.

Data privacy and cyber security Caring about societal and

The unstoppable rise of digitalisation, environmentalimpacts

connected devices and connectivity Today consumers, enterprises and

services means an increased focus on governments want to buy from, or work

data privacy and the threats posed by with, companies that show they care

cybercrime. Consumers, businesses about society and the environment.

and regulators want more control and

transparency over perscnalinformation Companies that have a clear purpose,

and how, where and why data is kept behave responsibly, offer solutions that

and used. help customers address these issues,
and directly help tackle climate change,

Cyber attacks and data breaches in the environmental challenges and ineguality

past year highlight how much damage will benefit,

is done when something goeswrong.

Customers need a trusted provider te

help them prepare for, identity, mitigate

and manage threats. Macroeconomic environment

) The pasttwo years have seen

unprecedented levels of econemic
uncertainty. The pandemic continues

to disrupt economies across the world
and geopolitical tensions add further
uncertainty. There are positive signs with
potentially more stable, positive growth
and low unemployment as we emerge
from the pandemic. But inflation, supply
chain disruptions, rising interest rates and
depressed levels of business investment
continue to impact our business and

our custemers.
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Regulatory update

Much of our commercial activity is regulated in
recognition of our significant presence across a
number of markets. As a result of this, we need
to engage closely with several UK regulatory
authorities but with Ofcom being our key focus.
Over the past 12 months that engagement has
touched upon some crucial issues for the UK
telecommunications market in general and for

BT Group in particular.

Government support for fibre

Government has supported the sector
to accelerate and cut the cost of network
deployment, since this is essenttal
technology that will deliver widespread
economic and social benefits right
across the UK. We believe there is still
more the Government could do.

The current super-deductionfor
infrastructure investors has provided
positive support to our fibre rollout, and
we are arguing for it to be extended in
some form, beyond the current end date
of March 2023, to provide the right
incentives for future, further investment.

Furtherinvestment could be encouraged
by making business rates for fibre
networks more fair and predictable.
Atthe same time, ‘barrier busting’
measures to facilitate wayleaves
negotiations, planning and access to
buildings and land could also assist
inaccelerating full fibre rollout.

The Government is progressing with
‘Project Gigabit’ to support fibre
deployment to the ‘final 20%’ where
commercial build is unlikely. Thisis

likely to be drawn out beyond current
commercial build timescales - targeting
nationwide gigabit connectivity by 2030.

Some of the original planned £5bn

of funds are now being allpcated.

We are continuing to engage with the
Department for Digital, Culture, Media &
Sport (DCMS) and the Building Digital LUK
(BDUK) executive agency onthe
framework for procuring them,

kuilding on our extensive commercial
programmes that are already delivering
significant volumes of full fibre to

rural communities.
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¢ Shared Rural Network (SRN)

Woe're making great strides extending 4G
. rural coverage through the SRN initiative.
: The SRN will extend coverage to 25% of

! the UK’s geography by the middle of this
decade, delivering better connectivity to
i local communities and businesses.

! We've already improved coverage in
over BOO areas since the start of the

: programme in March 2020. Andin

. December 2021 we announced plans to
. boost coverage inanother 1,500 locations :
| by2024.

AP

UK landlines will move from the legacy

¢ public switched telephone network

! (PSTN) to be IP-based by the end of

. 2025 —a key enabler for the UK’s wider

{ move to full fibre. We recognise that this
is a sensitive project given the need to

. protect vulnerable customers and the

. UK’s Critical National Infrastructure.

The scale and nature of this challenge

. has meantwe have put in place a pause

¢ on the managed migration of our

. consumer customers whilst we seek

! toimplement additional measures to

: protect vulnerable users. We will continue
| toengage closely with Government,

: Ofcom, industry and user groups to
minimise any disruption for all customers,

! Consumer fairness

UK regulators rightly prioritise

¢ consumers’ interests. We support this

. and want regulation which delivers

. better outcomes for all customers, while
supporting the vulnerable ones. We've

¢ continued to work with Ofcom to show

: how we're sticking to their Fairness for

¢ Customers commitments we signed

i uptoin June 2019. That includes:

+ supporting customers and helping

them engage with the market

+ making sure services work like they

should

making it quick and easy for customers
to switch CPs

 + making sure everyone gets fair

treatment.

: This year we launched Home Essentials
i —anew tariff for financially vulnerable

i customers. It has wider eligibility and s
easier to accessthan our previous

: social tariff.

We've also voluntarily improved our

I protections forcustomers who don’t take

: anew deal when their contract ends. BT

| broadband customers get a lower capped
" price rise than before. And we've been

| moving more customers on to BT Halo

. —which means there is no change to what

: they pay when their contractsend.

¢ EE mobile handset customers out of

: contract for rore than three months

. getaprice discount from then on. When
* existing BT, EE and Plusnet broadband

© or mobile customers’ contracts end,

we offer them the same price as new

i customers if they choose to re-contract.

Vulnerable customers are offered regular
i account reviews to make sure they're on
: the best dealfor their needs.

@ In Aprit 2021, we voluntarily decded to

introduce Board-leveloversight on our
approach toconsumer fairness through the
8T Compliance Cornmities (see page 96},



¢ Ewropean Electronic
: Communications Code (EECC)

In October 2020, Ofcom launched

! new customer protections based on

. EECCrule changes. Inline with Ofcom’s
! recommended phases we implemented
mostin December 2021, with the rest

: following in June and the remainderin

: Aprit 2023. The rules give customers

: enhanced rights. For example since

i December 2021 all mobile devices have
! beensold unlocked, and vulnerable

¢ customers with specific needs have

: hadbetteraccesstoinformationina

¢ format they choose. From June 2022,

¢ before customers order anything they’ll
get an easy-to-read contract summary

¢ which will also be easy to compare

¢ toother providers and services.

Whilst we agree with what the EECC rules
i are trying to achieve, we feel that some of
: themare really complicated. An example
i ofthisis the rule on the customer’s ability
to end any or atlelements of bundled

i services contracts for any non-beneficial
: change made toany element of that
 bundle. To give this right to customers,

¢ oursystems need to be able to recegnise
¢ Ofcom’s broad definition of ‘linked

i contract’ across any combination of

¢ our fixed and mobile services, even

. across brands, We'll keep working

i through our business and systems to

: comply with this from June 2022, while
simultaneously planning how to minimise
i any unintended consequences.

Following Ofcom’s final decision in

i September 2021, we've been working

i with the rest of industry to design and

i implement One Touch Switching. This hew
© ‘gaining provider-led’ process will help
customers switch quickly and seamlessly,

i not only within the Openreach network,

: butalso between different networks. The

i deadlineis April 2023. This is extremetly
challenging as there’s a lot of complex

! cross-industry work to be done. Butwe

¢ support Ofcom’s propesals. They'll benefit
: both home and business customers.

Net neutrality

i Ofcom has started a review of the net

¢ neutrality framework which requires

i internet service providers to treat

all internet traffic on their networks

: equally. Ofcom will consider whether

i therules are still fit for purpose, given

| market developments and how changes
could supportinnovation while still

: protecting customers, Ofcom aims

to publish its thinking later in 2022,

i Mobile strategy

As technologies develop markets change,
. but they must still deliver mobile services
. that work for consumers and businesses.

i S0 Ofcomis conducting a broad scope
mobile strategy review of the next

: five to ten years. It will include mobile

. investment returns and how competition

¢ (including large tech companies) and

the mobile value chain could change.

¢ Inparallel, DCMS has launched a

¢ “Wireless Infrastructure Strategy’ review
! with an initial call for evidence. It will
explore UK wireless connectivity over the
¢ pextdecade -and whether current policy
: and regulation will support the

. investment and innovation needed.

Ofcomand DCMS’ reviews come at a

¢ really important time. The UK has made

. astrong start to rolling out 5G. It was one
o of the world’s first countries to launch
commercial networks in 2019, led by EE.

| But8Gisstillinits infancy. New

¢ technologies and use cases willemerge
! in the coming years, transforming

: UK productivity and playing a critical

. roleinthe UK’s plan to move te net
zero greenhouse gas emissions.

| World class connactivity will underpin
. this potential, That’s why the Ofcom

© and DCMS reviews are so vital. They

i must make sure policy and regulation
: continue to support the market

i structures that will minimise risks and
T maximise opportunities for the UK.,
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! Broadband universal service

We're committed to improving the

: UK’s digital infrastructure, bringing
: the benefits of good connectivity to
. all parts of the country. According
to Ofcom, superfast broadband

: is now available to 96% of UK

: premises, with full fibre broadband
: now available in 28% of premises.

: While our investment in faster and

: more relfable networks will continue

! to deliver connectivity for the vast

i majority of communities across the UK,
some areas are unlikely to benefit from

¢ commercial rollout in the short term.

¢ Inthese areas, we are proud toactassa

: partner to Government in addressing the
! connectivity challenge. As the designated
universalservice provider for broadband,
: forexample, we supply faster connections
: forthose unable to get decent broadband
¢ ifthe cost of doing sois less than the

i threshold of £3,400 set by Government.

. In October 2020, Ofcom started an

. investigation into whether we were in

¢ compliance with our obligationsas a

: broadband universal service provider.

' Following discussions with Ofcom, we

i subsequently introduced a new payment

: option for customers to share any

! additional costs of upgrading the network
to ensure the costs of getting connected

: can be shared predictably and fairly.

: Ofcom closed the case in November

: 2021. More broadly, we continue to
suppertthe Government as it considers

¢ how toaddress the connectivity challenge
¢ for communities unable to benefit from

: the broadband universal service.
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Our strategic framework

Long-term value creation «—

Our strategic framework, based on three
pillars, explains what we will do to create
value for all our stakeholders and deliver

our ambition.

Why Wé exist

We connect for good

Qur purpose is simple and drives
everything we do.

We let people and organisations harness
the power of technology — removing limits
and unlocking potential. From helping
crganisations share ideas that shape the
future, to connecting friends and family
across the world, to supporting life-
saving emergency services in the LK, the
pandemic demonstrated our purpose’s
relevance and importance.
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To be the world’s most
trusted connector of people,
devices and machines

Qur 2030 ambition is who we
must become.

Businesses, governments, and millions
of people atready trust BT Group every
day to connect them to who and what
they need.

As technelogy evolves and becomes an
ever more vital part of our customers’
lives, we must do more to keep and

grow their trust. Customers and all our
stakehalders have to know we're on their
side. We must keep proving that they can
depend onus to help them thrive in the
digital world.

Personal, simple, brilliant

Our values are what guide us
to deliver on our purpose and
ambition.

And alongside them, in September 2021
we launched ‘Being trusted: our code’ -
a guide to help remind colleagues of our
responsibility to society.

The code is ten simple statements seiting
out the high standards we expect from
our business, ceileagues and suppliers.

It witl help us meet legal and regulatory
obligations, create a fair environment and
welcome, hear and value ali voices. And it
will help us be a force for good:

We support, respect and appreciate
each other

We always put wellbeing and
safety first

We create standout customer
experiences

We keep information safe

We are trusted with our finances

We campete to win fairly

We don'tcut corners

We take aresponsible appreoach totech
We love our planat

We speakup




Purpose
Why we exist

We connect for good

2030 Ambition

Who we must become

To be the world’s most
trusted connector of peopls,
devices and machines

Values
What witl guide us

Values drive our behaviour:
Personal, simple, brilliant

Being trusted: our code
helps us to do the right thing

Build the strongest
foundations
We're investing in the best converged

network. ‘Best’ means reliable new full
fibre and 5G netwaorks, with the broadest

reach and enhanced netwerk capabilities.

These will give our customaers superior
connectivity experiences.

We're creating a simpler, more efficient,
and dynamic BT Group. We're simplifying
our product portfolio and processes and
modernising our digital and network
technolcgy. We want to be easier o work
with, dleliver more efficiently and be more
responsive 1o customers’ needs,

We're building a culture where people
can be their best. This means cutting
complexity, transforming our workplaces,
giving coileagues every chance {0

tearn anc grow and creating a future-
ready, agile organisation. We want all

our colleagues to have an outstanding
experience working for us —and feel free
to be themselves,

Strategy

R T

Strategic repbrt

How we'll grow value for alt our stakeholders

(2)

®

Looking in
Build the
strongest
foundatiens

We're providing outstanding service
and experience, That means market-
{eading customer service and brilliant
digital touchpoints. And it means giving
experiences to customersthatare
persenatised, trusted and secure.

We're creating smarter, differentiated
solutions and cutcomes for customers.
We dor’'t just sell products, we provicle
next generation converged connectivity
solutions and integrated services, And for
our large enterprise customers we also
offer differentiated service management
and expertise. We want to make sure
that the soiutions we offer make our
customers’ lives better and deliver the
outcomes that they need.

We're creating value through commercial
excellence—with leading sales
effectiveness and superior marketing and
pricing capabilities. We want customers
to recognise that our solutions make their
lives better, create vaiue for themand
deliver the outcomes they need.

®

Looking to the future
Lead the way

to abright,
sustainabte

future

NS

Looking out
Create
standout
customer
experiences

Lead the way to a bright,
sustainable future

We're positioning our corporate portfolio
for growth. That means reviewing what
we own, where we partner and where we
invest. We want all parts of our business to
create as much value as possible.

We're exploring new tech-driven

growth engines. We're seeking out
opportunities to buitd new connectivity-
related businesses based on our assets,
capahilities and expertise. We want the
businesses we grow to deliver outstanding
outcomes to our customers and country,

We're creating a responsible, inclusive
and sustainable business - investing in
digital skifls, championing responsible
technolegy and tackling climate change,
environmental challenges and ineguality
problems. We want to leact the way for
businesses and show customers that
we’re contributing to a betterworld,

We're building trusted partnering
relationships with stakeholders. We're

a diverse business. We have many
relationships with colleagues, customers,
governments, regulators, shareholders,
suppliers and communities. We take
these relationships seriously. We want

to continue o build trust with allour
stakeholders as we grow.
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Progress against our
strategic framework 50,000"'
homes and businesses buiit

to with our full fibre network
every week

Buildthe <~
strongest
foundations — g
c.1.8m

customers connected tc our
full fibre network (up 96% on
fastyear)

\

7 2m The first year of
. our Digital unit —
5G ready customers, 120%
more than ayear ago a key enabler for
process efficiency

and innovation

our 5G network now covers
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We're building the strongest foundation for our
future. That means transforming what we sell,
what we do and how we do it. To do that, we must
invest in the best converged network, create

a simpler, more efficient and more dynamic

BT Group and build a culture where people

can be their best.

The best converged network
Market leaderin full fibre

This year we expanded and accelerated
our ambition to reach 25m premises with
full fibre by December 2026, The target
inclucies committing to buitd to 6.2m
homes and businessesin hard-to-reach
rural communities so they too can benefit
from our next generation network.

Curinvestment of approximately £15bn
in full fibre will support the UK’s digital
economy into the future. Thanks to our
engineers and network partners that are
using the latest innovations in tocls and
processes, we're rolling it out at low cost
and at an unrivalled pace. In total we've
now passed over 7m homesand
husinesses, including over 2m in rural
areas. And every quarter our build rate
improves - with the fourth quarter of
F¥22 being our best yet.

Right now, our engineers are building to
over 50,000 homes and businesses every
week. That’s nearly 300 an hour—faster
than every other major fibre builder
combined. And we're doing it at lower
cost. Because of productivity
improvements, earlier this year we
announced our expected build cost per
premises was £50 (c. 15% on average)
lower than we initially planned.

42

CPs have signed up to the
Equinox pricing deal on our

a EE copsumer customers receiving orcapable of
receiving 5G netwark connection using ong or both
of a 8G-enabled handset and a 5G-enabled SIM.

: Almost 1.8m customers are already

: connected to our full fibre network (up
. 96% on last year). Qur Consumer unit

¢ leads in full fibre uptake, with over Tm
total connections and 20,000 new full
: fibre connections every week.

¢ Importantly, 42 of our CP customers have
already signed up to the Equinox pricing

¢ deal onour full fibre platform. And we

: continue to strengthen our CP

: relationships. For example, Sky's

. engineers can now connect their
customers to our network directly.

Market leaderin 5G

We werefirst to launch 5G in the UK in

i 2019 and we're rolling it out further and

¢ faster, Qur 5G network is now available in
© hundreds of towns and cities across the
UK, and we offer 5G in more places than

: any other network.

i This yearwe announced our 5G rollout
now reaches over haif the UK population,
: five years ahead of the Government’s

. ambition, and we're aiming to cover

© €. 90% of the UK gecgraphy by 2028. To

: support this, we are utilising the 700MHz
and 3.7 GHz spectrum we boughtin 2021.
: And we’ve been doing all of this while

. implementing the Government’s directive :
. toremove equipment from high-risk
vendors in the network.

i The new network will give customers

. faster speeds, more reliable service,

\ and near-instant connectivity. Qur 5G
customer base keeps growing. We now
1 have 7.2m 5G ready® customers, 120%
. more than a year ago.
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: By working with partners to harness the

! power of 5G we’ve achieved a number of

. firsts, We've travelled through rainferests
¢ viaan FE5G and BBC Green Planet
augmented reality experience which

i wentlivein February. And with North

¢ Lanarkshire Council we created the UK’s

¢ first 5Gimmersive classroomin Scotland.

Overall EE’s cutstanding network

: continuesto be recognised. This year we
: keptour RoctMetrics #1 UK network

: status for the 8th consecutive year, We
were also #1 overall, invoice, indata, and
¢ incrowdin Londonaccerding to Umlaut.

Overall performance
Rootscore award winner

Vodafone 90

Three 88.6

02 87.6

Enhanced network capabilities
i and broadest reach

Starting with the core network, we'’re

: upgrading our technelogy to make our

i networkintelligent, converged and

i virtualised. We’ve hit major milestones in

i our Mobile Cloud Core project this year as
we move to a single converged IP network
¢ starting with a standalone 5G core.

i This year we signed a partnership
agreement with a major cloud provider to
: deploy anedge platferm inour network.

! Thiswillimprove customers’ connectivity
. by reducing latency, cptimising data

¢ traffic, enhancing security and meeting

¢ dataresidency needs for applications

¢ hostedinthe BT network edge.

. Qur Adastral Park R&D facilities continue
to push netwerk boundaries. For example,

. this year, together with partnerswerana

: world first trial of Guantum Key Distribution
¢ {an ultra-secure communication method
over hollow core fibre cables).

. We want customers to be able to connect

i whereverthey go. That’s why our network

¢ coverageis the UK’s broadest. Our mobile
¢ network reaches 99% of the LIK’s

: population and Openreach’s fixed network
i reaches over 31m hemes and businesses.

BT Group ple Annuat Report 2022
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Progress against our strategic framework continued

Build the strongest foundations

This year we deptoyed 200 new smallcells

into existing street assets like lamp posts

and telephone boxes around cities such as

London, Leeds and Manchester. Thase
small cells boost capacity in high demanc
areas, allowing customers to benefit from
download speedsup to 300Mbps.

To have the broadest reach we're not
just building in towns and cities. With
Government and operators, we're
increasing EE’s network ambition to grew
rural coverage by 4,500 sguare miles.
That’s more than the Lake District,
Snowdonia, Peak District, Dartmoor and
Cairngorms National Parks combined.

On top of our fixed and mobile networks
we provide the UK’s most extensive
public wi-fi network. It has more than
500 hotspots and extra coverage in
cities through our digital street hubs.
The latest versions of our street hubs
include environmental monitering,
rapid mcbile device charging, an
emergency cail button as well as free
gigabit capable wi-fi.

We’ve also rolled out 4G in Glasgow’s
subway stations and have announced
a partnership te provide mobile
connectivity throughout the London
Underground.

BT Grotup ple Annual Report 2022

We are also working te cover more

i hard-to-reach places with things ke

: portable cells and low earth orbit

: satellites. This year we announced a

© partnership with OneWeb to offer

. satellite connectivity to consumers and

. businesses. The first trials are happening
in2022.

c. 50%

of EE mobile journeys in digital channels
. have beenautomated

4,500

we're increasing EE’s network ambition to
. grow rural coverage by 4,500 square miles

i Asimpler, more efficient and

i dynamic BT Group

¢ Simplified product portfolios
We're simplifying and refining our

: product portfolio. We're retiring old
products to create a new streamlined
i portfolio of solutions that deliver brilliant
¢ experiences and serve our customers’
: future needs. We're also withdrawing
¢ products with cutdated features, slow
i speedsand data caps toreduce the

i complexity of our business.

¢ Inthe last 12 menths we've made big

! progress. In line with our aim to close

{ the PSTN network by December 2025,
. Openreach has started the processto

i stopselling legacy productsto c. 5m

! premisesacross over 550 exchanges as
i of March 2022.

© 52% of our legacy Global portfolio has

. beenoris currently being withdrawn. And
© in Consumer we've halved the number of
broadband propositions by cutting oid

i promotional tiers.

i Transformed customer jolirneys

© We want the best customer engagement

¢ inourindustry. So, we’re redefining our

i digital journeys to be simple, omnichannel
. and with customer-led design. We're also
. automating our processes and using Al

. capabilities for better experiences.

In Consumer, we've automated c. 50% of
. the EE mobile journey in digital channels,
. reducing the amount of manuat

{ interventions.

¢ We've simplified the EE website by

. cutting back the number of links In the

* online shop from 50 to less than 15. We've
also improved EE's digital upgrade

. journey, boosting customer satisfaction

. and increasing order volume by 23%.

! By transforming our Consumer custorer
journeys and call centre operations we've
. seen 14% fewer broadband customers

. and 5% fewer mobile customers needing
! tocallus to fixan issue. This has reduced
our service costs by 9% year on year.

in SME we have improved broadband

o acquisition journeys for small businesses.
| We've seen a3.Tpp increase in the digital
channelshare, a 53% increase in

1 conversions, a £15 higher average

: ordervalue and 18% of crders wanting

: extralines.



Forcorperate and public sector
customers we have enhanced our EE
digital self-serve capabilities for mobile
customers with the volume of monthly
online service transactions increasing by
over 40% in the year. For customers this
means they can keep track of their costs
and manage more aspects of their
accounts quickly and efficiently enline,
without needing to contactanagent.

In Global, we have rolled out Al-based
solutions across almost 700 customer
queues. It's cut the effort needed to
monitor and manage incidents where
no fault is found by 45% — and freed our
agents to spend mcere time on issues
that really matter to customers.

In Openreach we have a new systemic
treatment for repeat faults, helping a
specialist team investigate and find
permanent fixes. It’s driven down the
number of complex custormer faults
repeated three or mere times by 50%.
We've also put in a new automated
scheduling system which is helping our
colleagues in the field complete 14%
more tasks a week.

Modern, modular T architecture

driven analytics and Al, we're radically
simplifying and modernising cur IT
architecture. it’s helping us be more agile,
make better decisions and create better
outcomes for us and our customers,

We are implementing Google’s powerful
Cloud Platform to become smarterin our
data analysis and Al capabilities across
the group. Our new cloud-based decision
engine is already using network and
premises data to optimise routes for

our engineers.

We have announced our intention to
accelerate moving datainto our Cloud
Data Platform and aim to have 60% of
core clatainthe cloud by the end of 2023,
Using Al techniques, we have already
successfully used the platform to train
ourin-app messaging and automated
assistant, Aimee, and have unlocked over
£100m in potential benefits from our
existing datain the next five years —
interms of revenue potentialand

savings opportunities.

. Simultansously, we are dramatically

¢ simplifying our technology estate,

: having announced the aim to reduce

. our application count from over 2,420
in 58 stacks tc fewer than 500 strategic
¢ applicationsin 14 stacksinthe next

: five years.

! Our Salesforce Evolution is rationalising

. and upgrading our sales processes, so we
| are better-placed to deploy changes and
¢ launch products and services onan
efficient customer-focused platform.

¢ Acrossthe group, ourtransformation

. programmes Making Finance Brilliant

: and iConnect are streamlining complex
finance and HR systems and data, to

: make them easier to use and automate.

. Customers on strategic networks

So everyone gets the most reliable
L : ivi 're i ingi t-
B b " ted platf data- | cannectivity, we're investing in nex

¥y embracing integraied plaiorms, cata . generation strategic networks. This also
i unlocks commercial benefits by letting us
: gradually retire old networks with high

: running costs.

We’ve made good progress on moving
: customers off our legacy networks and
i this year we switched off Featurenet

. —the first of eight netwoerks targeted

© for closure —saving us approximately
£1.8minrun-rate energy costs.

: We take care to minimise disruption

{ when gradually moving customers
off these old networks and this year

. we paused managed migrations off

¢ our PSTN network forour consumer

. customers, as we develop alternative
: solutions to protect vulnerable users.

¢ Aswe look to recover and reuse scarce

. resources, in line with our commitment to
: sustainability, this year we estimated that
aswereplace old copper networkswith

: fibre, we'll be able te recoverandsellup

¢ to 200k tonnes of copper through the

i 2030sin line with customer migrations.
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: Competitive cost base

We're saving money as we modernise —

. through better ways of working, improved
! processes and productivity and by getting
- tid of old systems and networks.

. Wereached our target of £1bn gross

: . annualised cost savings earlier this year
: We're changing how we develop products 9 4

1 andservices, with new digital processes
: making it fasterand simpler to add new
. features and build new solutions. This

i includes simplifying our service and
change management processes, and

. implementing our new, modular,

. event-oriented architecture.

© and 18 months earlier than planned. We
have now extended our gross annualised
. cost savings target to £2.5bn by the end
: of FY25, all within the original expected

. costtoachieve of £1.3bn.

@ You canread about costs savings achieved to

date on page 48.

We're also finding better ways of doing
¢ business. ‘Digital Garage' is a suite of

! tools which autornates high-volume,
low-level procurement activities.

: Ournew procurement company, BT
¢ Scurced, is fundamentally shifting

¢ our costing and sourcing models —
streamlining the way we buy goods
¢ and servicesand driving innovative
. partnerships with suppliers.

£1bn

we've reached our target of E1bn gross
: annualised cost savings earlier this year
¢ and 18 months earlier than planned

BY Group plc Annual Report 2022
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Progress against our strategic framework continued

Build the strongest foundations

A culture where people
can be their best

We can’t deliver our ambition without
our colleagues, So our people strategy
aims to make BT Group a brilliant ptace to
work. This year, we focused on continued
skills development, diversity and
inclusion, and health, safety

and wellbaing.

Skills and organisational
development

Continually nurturing future skills creates
a culture where people always want to be
at their best. So we continue to investin
colleagues’ development —in thingslike
technical skilis, agile working, resilience
and adaptability.

It’s crucial to match skill supply to future
demand. So we’re integrating workforce
and skills planning capabilities, combined
with Al, to bring data-driven external
benchmarks into skilis development. This
is going to help us find ways of matching
reskilled colleagues with areas of demand.

We're also building up flexibility between
retail store and contact centre
colleagues, which will help to support
customers where and when they need.
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. This year we hired over 15,200

: colleagues, c. 10,800 of them in the UK.

: Graduate and apprentice programmes

i play abig part in attracting fresh talent,
andwe hired more than 3,400

. apprentices and close to 300 graduates.

: Atthe sametimec. 17,000 colleagues

i left the organisation — ¢. 13,700 through

: natural attrition and ¢. 3,100 through paid
. leaver pragrammes. During the year,

: Openraach announced a plan to add

© 4,000 new jobs to support full fibre

i rollout, 3,000 of which will be apprentices.

: We champion flexible, continuous

1 professional development. Qur future-

. ready programme equips colleagues with
. skills and knowledge to future-proof their
. career and achieve our ambition. On top

: ofthat, 25,000 engineers passed through
 our 11 world class training schools last

© year —reskilling for the full fibre world.

In July our Consumer unit was placed Sth
: inthe Best Big Companies to work forand
i wonaspecial award for ‘giving back’. The
i award focused on simplicity, leadership
andwellbeing and gave us a world class

i 3-starscore,

! Our new Digital unit went live on 1 April

2021. As well as building our digital

. capability it will lead our broader cultural

. transformation to more flexible and agile

: working. We intend to significantly reduce

) ! our dependency on costly external
contractors and bring more digital

. capabhilities in-house over the coming

i years to boost our productivity and reduce

. ourcosts. This year we also signed a new

i agreement with Distributed that will

i enable flexible resourcing via freelancers

: with high demand digital skills. This model

i is a sustainable way of meeting short-term

. demand and provides new routes to

© work regularly with BT or become a

¢ permanent employee.

: Diversity and inclusion (D&1)

© Diversity, inclusion, accessibility and

¢ equality are everyone’s business. That’s
why they’re core elements of our people
¢ strategy.

. i This year we rolled out mandatory anti-

. racism training to ali colleagues, helping
them challenge racism if they discover it
: anywhere in our business. And the reverse
! mentoring programme we startedin 2020
¢ for our Executive Committee and senior |
¢ leaders has helped shape our D&I plans.

¢ We alsc announced stretching targets

¢ to attract, recruit, promote and keep

: women, people from ethnic minority

! groups and disabled peaple. By 2030,

! we want our workforce (excl. Openreach}
to be made up of 50% women?, 25%

: ethnic minority® and 17% disabled®

i colleagues. Andwe are making progress
i toward these goals. As an example,

this year Openreachrecruited over

: 530 female trainee engineers. As

: of 31 March 2022, nearly 11% of UK

: employees said they were of Black,
Asian or minority ethnic backgrounds,

. The things we're doing and the targets
. we're setting show our commitment to
i making BT Group a fully diverse and

¢ inclusive workplace.

our Diversity and inclusion Report, at
bt.eom/diversity-and-inclusion

: ® Read more ondiversity anchinciusion, mcluding

@ You can find out about our Board's diversity

and inclusion on page 87

Health, safety and wellbeing

: Covid-19 continued to have a realimpact.
! We focused most on supporting our

! colleagues, preventing iltness through

¢ limiting workplace transmission,

: communicating with colleagues on
 managing safety during the pandemic

i and reinforcing testing and vaccination
programmes.

: Working with the Department for Health

i and Social Care, we piloted workplace

. testing and test click and collect schemes,
: and supported home asymptomatic

¢ testing. During the year we distributed

i ¢.250,000 rapid lateral flow tests to

: colleagues, aiming to protect the most
vulnerable and safely return things tc as

: normal as possibie.

i a Globalworkforce,
b UK workforce only due to data limitations and based

ondeclared dataonly.

: c UK employeesinclude, amongst others, those who

had not disclosed, or had responded ‘prefer notto
say’ in respect of their ethnicity pursuant to our
self-declaration campaign. None of those employees
are counted for the purpose of this statistic as coming
from a Black, Asian or minority ethnic background



Gender pay gap

Our 2021 median and mean gender
pay gaps aie well beluw nalional and
industry averages. As we build a mare
diverse company we've seen more
women joining our engineering
apprenticeship programmes. Because
these are in our lowest pay quartile, this
has contributed to aslightincrease in
our median pay gap from last year.

You can find detaits of progress onour
gender pay gap at bt.com/genderpaygap

6.7%

(2020:5.0%)
our overall median gender
pay gap (UK cal{eagues)

5.0%

(2020: 4.9%)
our mean gender pay gap
{UK colleagues}

With the pandemic’s ongoing challenges
—and physical and mental health effects
inand out of work —we launched a series
of evidence-hased programmes to
support our colleagues’ wellbeing. These
included a campaign on resilience during
the social restrictions which more than
3,500 colleagues participated in.
Ancther campaign encouraged less
stigma and more conversations around
mental health.

More than 700 managers had mental
health training to help them suppert their

the confidence torespondin the right way
to anyone struggling. 90% of them
agreed orstrongly agreed the training

QOur people®

BT Group plc Board
Male e
Female 4 >
Total 11
Leaclership®

Male 75 e
Female 34 «~
Total 109
Senior management*
Male Ai5 &
Femate 264 ~
Total 779
Employees

Male 74,503
Female 25972 -
Total 100,475

: gave them more confidence to deal with
: mental health problems at work.

i When colleagues need mental health and
: wellbeing supportand want to talk with
: someone, they have lots of opticns.

 Our Employee Assistance Programme
isa free, 24/7 confidential service for

! everyone inthe organisation, with experts :
: thereto help onarange of issues. We

i have a mental health service with phone
or face-to-face cognitive behavioural

. therapy, and our wellbsing portal has lots

teams with knowledge, practical skills and of self-guided help and support.

Sickness absence rose this year, with
¢ 3.69% calendar days {ost per colleague
. {up from 3.02% last year®}.

a Colleague headcount at 31 March 2022. Excludes approximately 500 colleagues located injurisdictions where

locallabour laws restrict raporting of gender.

b For the purpose of the LUK Corporate Governance Code 2018, our leadership comprises the Executive
Committee (excluding executive directors on the Board but including the CEQ, Openreach) and all of their direct

reports,

¢ Forthe purpose of the Companies Act 2006, our senior management comprises those employees responsible for
planning, directing and cantrolling the activities of the group, or a strategically important part of it (being
members of our senior leadership and senior management teams, and directors of the group's subisidiaries but
excluding executive directors on the Board). Numbers presented include 47 subsidiary directors (35 male and 12
female) wha are not etherwise members of our leadership or senior managementteams.

d 2.85% as presentad in lastyear's annual report; restated following review of calculation methodology in FY22.
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! Toimprove how we report and investigate
. accidents or ‘near-misses’, we now

¢ include supervisors and contractors in our
. reporting. | his year we had 258 losl Lime
injuries as a result of accidents (up from

i 203 lastyear). If andwhen ourcolleagues
¢ need support after aninjury, BT-funded

: rehabilitation returns nearly 95% of themn
! to full duties.

. Improving our workspaces

| We continued to transform our
workplaces. In London, we finally bade

. farewellto our old Newgate Street home
: and moved into a brand new, state of the
¢ art HQ at One Braham in Aldgate. We also
opened new sites in Birmingham and

. Warrington, and we completed majer

! refurbishments in Bangor, Doncaster

¢ and Gosforth. And we’re now starting
developmentsin Belfast, Bristol,
Glasgow, Manchester, Newcastle,

: Dundee and Plymouth.

Our investment in better working

i envircnments is definitely impreoving

¢ colleague satisfaction. In our Birmingham
: office there’s been a 45% rise, taking

! the overallscore to 81%. We're getting

! similar scores for all our new buildings,
demonstrating that we’re building

¢ strong foundations for the future.

: Pay and benefits

i Toattractand keep the best talent,

; and reward colleagues for their work,

i we regularly review pay and benefits
against competitiveness, sustainability
: and fairness.

: For BT Group managerseligible fora

¢ bonus, we use ascorecard with a mix of

i financialand non-financial measures.
It helps make sure bonuses match our

i strategic priorities and responsibilities
to those of ourstakehelders, And, inling
: with the Commitments, Openreach

i colleagues’ bonuses arelinked to

: Openreach’s performance only.

| We've also redesigned our colleague

: productsso that all eligible colleagues

: get brilliant discounts for themselves and
loved ones across all our brands.

. Colleagues also have the opportunity to
¢ join ourall-employee share plans; save

i asyouearn and the share incentive plan,
! tothe extent that these are operated

: eachyear.
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Progress against our strategic
framework continued

N %
Crecie Stancout:
customer
experiences

\___ng__\

Record -

@ EE is Rootmetrics’ #1 mobile
across Consumer, BT SME and Global

network eight years running

Home Tech Expert visits to support
our customers
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We know that the connectivity solutions we
provide are critical to our customers’ lives and
businesses. To surpass their expectations we want
to deliver outstanding service and experience

and offer smarter, differentiated solutions

and outcomes.

Cutstanding service
and experience

Market-leading customer
satisfaction

This year we hit a new all-time high Net
Promoter Score {NPS) across the group
~with best-ever scoresin Consumer,
BT SME and Global.

Consumersaw a +5.3 rise in the last 12
months. This was driven by iImprovements
inour BT brand and ongoing strength in
EE,and isone of the reasons for
Consumer’s low churnrate, BT SME saw
a+3 NPSimprovementin the year. And
Glcbal has seen a 20 pointincrease over
the last two years.

We're cutting complaints too. In the latest
Ofcom published report, all BT Group
brands saw complaints equal to or lower
than the industry average for the first time
ever across landlines, broadband and
mobile. EE continues to have the equal
lowest complaints for a mobile company
atjust 7 complaint per 100,000 customers.
Inaddition, BT broadband recorded an
all-time lowest complaint rate for the brand
with ayear-on-year reduction of 50%.

i Every single Consumer customer callis

¢ now answered in the UK and Ireland. EE

: remains #1 for broadband call centre

. satisfaction with Plusnet ranked second.
EE also remains #1 for mobile call centres
. with BT mobile second.

¢ In the latest Uswitch Telecoms awards,

i announced in February 2022, the BT and
: EE brands won five of the seven

. broadband and TV awards asvoted by the
¢ public, including ‘Broadband Provider of
the Year' and ‘Most Reliable Broadband
¢ Provider’, with EE picking up the ‘Best

: Provider for Customer Service’.

Home Tech Experts

. Our partnership with Enjoy offers a

¢ delivery and set-up service to our

: customers across BT broadband and EE

: mobile products. This year we completed
. over 230,000 visits to support our

¢ customers and saw very high customer

i satisfactionwith NPS above +70,

. Openreach success

Openreach tirelessly kept millions of UK

: connections running ata critical moment
" inhistory sc customers around the
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i country could work-from-home, attend
i online lessons and communicate with
! loved ones.

: Thisyearwe achieved our best ever

: service across copperand fibre for

! Openreach —exceeding all of Ofcom’s

i Quality of Service measures. NPS for our
copper and tibre products, as measured
¢ by CPs, reached an all-time high during

: the year and improved by over 5 points.

. Overall satisfaction, as measured by end
! users, ended the yearat 91.2% — up from
: 88.4% last year,

i Despite the twin pandemic challenges of
sickness and delays and a number of

i significant storms that affected much of

¢ the UKin February, we delivered our best-
i everyear for on-time repair at 86% with

: the highest ever proportion of customers
! seeing services restored within service

! lavel agreements (SLA).

¢ For newcopper and fibre services we

! offered customers a first appointment
date within 12 working days 98.9% of the
: time (up from 96.2% last year). Only 2.3%
: of missed appointments were down to
Openreach (lower than last year's 2.8%).

Andwe want te do even better. We'll

: continue to work with CPs to improve cur
! processes and trial new ways of working
to improve end customers’ experience.

A new SoHo focus

{ We're more dedicated than ever to

¢ heiping the UK’s smallest businesses —
i andin July launched our new SoHo unit
¢ within Enterprise.

: Microbusinesses are essential for the

! UK economy, And recognising the need

i forspecialist microbusiness services,

i our new unit will serve their digital and

! connectivity needs. It will offer tailcred

¢ connectivity, plus solutions around cyber
i security, digital advertising and digital
 skills training.

: Brilliant digital customer

¢ touchpoints

i Thisyearwe launched Aimee, an in-app

{ messaging and automated assistant, to

: Android custemers. It's answered ¢, 60%
i of customer queries with great customer
i satisfaction (NPS of ¢. 60),

BT Group pic AnnualReport 2022
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Progress against our strategic framework continued
Creute standout customer experiences

Smarter, differentiated solutions
and outcomes

Smart and Full Works plans

InConsumer we enriched our Smart and
Full Warks plans by introciucing Netflix
and Microsoft 365. We now have 1.2m
custormers onour premium plans.

Halo 3+

in February 2021 we launched
‘unbreakable’ Halo 3+ for our home
customers. Halo 3+ has unrivalled
reliability — seamlessly switching between
B7's broadband and EE's 4G mobile
network if there’s any disruption to the
fixed network.

Overall, approximately 50% of cur
broadband base is now on one of our
Halo products and these customers have
on average a 9 point higher NPS than
non-Halo customers.

We've also expanded our ‘unbreakable’

offers for Enterprise customers, As part of
. viewing, this year we launched our newest

; set-top box.

our SoHe launchin June 2021 we offered
Halo 3+ to microbusinesses. It comes with
business grade security, complete wi-fi
coverage across the workplace and free
24/7 support from cur Tech Experts.

ﬁ\‘w‘ﬂ - =
G

BT TVBoxPro

Supporting the next generationof TV

Itincludes crystal clear 4K HDR viewing

: and Dolby Atmes (offering an immersive
¢ audio experience) plus up to 600 hours of
i recording. We also rolled out a new more
! intuitive TV interface.

Webex collaboration

. Businesses now work differently,

. whatever theirsize. In response, we

. now offer Cisco’s integrated Webex
collaberation service to small businesses
: (wewere thefirst big European CPto

| | doso). It'simproving customers’
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¢ productivity, making hybrid working
¢ easier and helping us help small
businesses bounce back after the

: pandemic.

- Digital marketing hub

© To help UK businesses take advantage of
: the ‘digital first’ world, we launched our
i powerful, all-in-one digital marketing
hub in October, Many small business

i customers told us they struggled with

: digital advertising. So our digital

I marketing hub lets them create digital

i adverts, run multi-channel marketing
campaigns and optimise results through
' asimple dashboard with bespoke

: recommendations and support.

i Enterprise Managed Services

In October, Enterprise’s Managed

. Services offering was appraised at

© maturity level 3 of ISACA’s Capability

i Maturity Model Integration framework.
¢ This marks BT Group as the only
organisation in the UK to successfully
 publish an appraisal at this level and

: recognises our Managed Services unit as
i having high performing work practices.
{ We have over 2,000 managed service

i experts providing 24/7 support to

i approximately 2,500 customers across
: the UK and Ireland.

: 999

i Oursix call centres handle all 299 callsin
Northern Ireland, Scotland, Wales and

: England, passing calls to the relevant

! emergency service. The number of 999

¢ calls handled by BT has jumped from 29m
¢ in 2017 to over 39m last yearincluding
180 consecutive days of over 100,000

: calls answered, We aiso saw the busiest

: New Year’s Day ever with our 999 agents
¢ handling over 140,000 emergency calls.

Partnering with Microsoft

. In July we anncunced astrategic
partnership with Microsoft. It’s focused
. on cloud-enabled communications

. solutions - including inindustry-specific
. areas like digital manufacturing and

! health. By integrating Microsoft
applications and Microsoft Azure ¢cloud
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Halo 3+ has unrivailed
reliobility - seamlessly
switching between BT's
broadband and EE’s
4G mobile network if
there's anuy disruption
to the fixed network.”

50%

of our broadband base is now
on one of our Halo products

 with our connectivity and security

: solutions we can optimise business
: customers' experience using

" collaboration tools.

¢ As part of this partnership, we've also
: launched a new BT-branded global

i managed voice service - Operator
Connect for Microseft Teams. This

¢ integrates networking and veice to

¢ provide customers with a seamless

i and secure collaboration service that
¢ supports hybrid working.

Global next generation

Global has continued to develcp a next

. generation service portfolio - particularly
: focused on cloud managed services for

: multinational customers.

This year we announced Rackspace

: Technology, Inc. {a leading end-to-end

: multi-cloud technology company) as a

. new cloud partner. Customers will benefit
from us combining our network and

¢ security capabilities with Rackspace’s

: cloud management expertise. The

¢ partnership will uniquely position us to
support custcmers’ cloud journeys.

In Septemberwe launched ourindustry-
specific managed cloud solution - BT

RTINS e s A L e
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Cloud Control for Financial Services
: offering finance customers a secure
BT-managed multi-cloud solution.

: Working with long-standing partner

¢ Cisco, we launched the ThousandEyes

. Cloud and Internet Intelligence managed
sarvices to help customers identify faults
: intheir network before they cause

¢ disruption.

Virtual Media Connect

¢ In broadcasting, security, flexibility

. and reliability are vital. In October we
launched Virtual Media Connect. It lets

: broadcasters deliver live video in hard to
: reach ‘off-net’ locations.

Combining BT Tower, the internet and

¢ AmazonWeb Servicesit's asecure, high
: availability way of transmitting stable

: video streaming wherever it’s needed.

BT Group ple Annual Report 2022



Progress against our strategic
framework continued

Lead the way <—
to a bright
sustainable
future

people reached withhelp to
improve their digital skills
since FY15

0,500

every day we protect our
infrastructure, networks
and customers against
6,500 cyber attacks

N—

55%

cut in our operational carbon
emissions since FY17
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Our growth plans help us lead the way to a bright,
sustainable future. We want to position our
portfolio for growth, incubcite new tech-driven
growth engines and be aleader in responsible,
inclusive and sustainable business.

A portfolio positioned for growth

We’re continuing to strengthen our
portfolio to create long-term, sustainabie
value and better cutcomes for cur
colleagues and customers.

InMay 2022 we reached an agreement
with Warner Bros. Discovery to forma
50:50 joint venture company to create a
new premium sport offering for the LUK
& Iretand —combining BT Spert and
Eurosport UK. We think this is the best
option for our customers and the best
future for BT Sport.

We have award-winning broadcasting
capabilities, production expertise and
sports rights —including cur access to the
Premier League until 2025. Warner Bros.
Discovery has unigue content assets and
capabilities, Combining them should
boost investment and deliver bigger

and better sporting content for our
customers.

As we simplify our business and sharpen
our focus we're continuing to divest areas
where we believe there’s a better owner.

InJune 2021, we sold the Public
Administration and Small Medium
Enterprise divisions of BT ltalia to
Telecom ltalia. This disposal was an
important step to end our domestic
operationsin Italy, alongside the ending
of bur domestic operationsin Latin
America, Spain and France last year.

In February 2022, we completed the
sale of Diamond IP, a non-core software
business and provider of proprietary

IP Address Management software
andservices.

We’ve partnered with market leading
logistics firm GXO to outsource our supply
chain activities. That includes transferring
around 300 colleagues. GXCO's expertise
will transform our warehouse and
transport capabilities, improve customer

! service, cut costs and give our colleagues
. better career opportunities.

. Incubating new tech~driven

: growth engines

. We're driving the futura of connectivity.
And part of thatisinvesting in

: breakthrough tech-driven growth

! engines inareaswhere we have a

. strong right to play. By incubating new

¢ innovation opportunities we create a

. pipeline of sustainable revenue streams.

i Security

Protecting the group, our customers and
: the UK fromcyber threatsis avital part

: of what we do. Every day we protect our

¢ infrastructure, networks and customers
against 6,500 cyber attacks.

: Securityisa big part of our future growth
! too, Last year we added to our security
armoury which includes a team of 3,000

: specialfsts, 13 global security cperations
¢ centres and unique network threat

¢ intelligence.

¢ InJanuary, IDC Market Scape named

. us as aleader in its European Managed
¢ Security Services Vendor Assessment
report. They recognised our market-

¢ leading innovatien and partnerships —
: coupledwith proven experience and

¢ integrated security, network and

i cloud solutions.

. In October, we launched a cloud-based,

: self-learning security platform called

. Eagle-i. It beosts our managed portfolio

! byimproving proactive threat response.
The Al-driven solution works with existing
. contralsinreal-time to predict, detect

: and neutralise security threats before

i theycanmake an impact.
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i We've investedin Silicon Valiey cyber

: security company SAFE Security to help

¢ customers better measure and manage

. cyber risks, The SAFE platform expresses
secutity risks in financial terms, pinpoints
: vulnerabilities and suggests mitigations.

¢ Our multi-million dollar investment gives
¢ us exclusive access to use and sell SAFE in
the LIK.

: For LIK business customers, we've made
. our market-leading Managed Security

¢ Services available in Enterprise. The new
. offers will help them navigate and
manage the rapidly evolving cyber

: security landscape more easily.

Digital Incubation and Division X

To boostinnovation, this year we created
- two new teams.

* In Digital, an incubation team is building
new digital businesses with a rigorous

: innovation approach to create new

! revenue opportunities.

¢ Supporting it, our new start-up
partnerships team provides a systematic

: approach to scouting, vetting and

: securing deals with start-ups — combining
¢ their products with our platforms and
go-to-market channels. For example,

: Feebris, who create Al-guided tools that

: supportcare workers to capture and

: share precise health measurements, are

. onhe of four health start-ups onboarded by
BT to date.

. In Enterprise, our new Division X team is

: encouraging next-generation growth for

: customers, Division X will co-create, scale
: and commercialise unigue solutions in

: areassuchas 5G private networks and IoT.
: We want it to help businesses benefit
from these pioneering technologies,

BT Greupple Annual Report 2022
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Progress agdinst our strategic framework continued
Lead the way to a bright sustoinoble future

Data and Al solutions

We continue to unlock opportunities
around our data assets.

Creating anonymised, crowd movement
insights from cur mobile network, cur

Al solutions have grown more than 20%
ina year. They've given customersrich
behavioural insights like understanding
catchment areas for regional airport
passengers.

We were also proud to supportthe
Department for Health and Social Care
with objective, evidence-based analysis
that informed the local and national
response to Covid-19.

Heaithcare

In digital healthcare, our Division X team
has created a Clinical Advisory Board

of eight top NHS clinicians. Their insight
and perspective will be invaluable as we
develop solutions that use technology to
create better outcomes and experiences
for the NHS and its patients.

Drones

|In September, we ran an automated drone

trialin Southampton with Associated

British Ports and RoboK. lt used drones to

automatically identify, track and analyse
the number of vehicles in the port at any
given time.

Project XCelerate, deliveredin
partnership with award-winning unified
traffic management software provider
Altitude Angel, is the UK's first
commercial drone areain open and
unrestricted airspace. Supported by

the Government and aviation industry,
we’re bringing together expertise to test
drones’ capabilities and showcase
potential benefits.

BT Group ple Apnual Report 2022

Our Manifesto

In December, we launched the
BT Group Manifesto (Manifesto)
which outlines how we will
accelerate growth through
technology that is responsible,
inclusive and sustainable. It’s
not only a sustainability plan.
It’s a growth plan rooted in our
purpose to connect for good.
Our Manifesto commitments
are key to realising growth in our
connectivity solutions and new
tech-driven growth engines.




Strategic repo

Responsible

! Inctusive

Sustainable

New tech must earn people's
trust and transform lives for
the better

The future of tech must be
¢ diverse and inclusive for
i everyone to benefit

: Tech must accelerate our journey
; tonetzeroemissions andtoa
! circulareconomy

We wilk

* invest in new growth tech to help
us live and work better

« apply responsible tech principles
across our value chain

* partner to build a diverse talent
pipeline to drive the LIK’s digitai
economy and growth.

| Wewitl

i = pass 25mhomes and businesses

with full fibre by December 2026

v expand 4G and 5G

* help 25m people with digital skills

by the end of March 2026

* build a diverse workforce through our

diversity and inclusion targets.

 We witl

* be anet zero business by the end

of March 2031, with supptiers and
customers being net zero by the
end of March 2041

+ help customers avoid 60m tonnes

of COe by 2030

* build towards a circular BT Group by

2030, and a circutar tech and telco
ecosystem by 2040.

We contribute to the UN Sustainable Development Goals
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To react more download our BY Group Manifesto
Report at bt.com/manifestoreport

We've been on this journey a long time
and take our role in society incredibly
seriously. The Manifesto recognises that
we’ll only succeed by helping solve actual
problems faced by our customers and
society. It’s about using our scale and
technology to grow and catalyse the

changes desperately needed in the world.

The Manifesto includes measurable
commitments to armnplify our positive
impact for people and planet -
combined with a clear commercial
agenda.

BT Group plc Annuai Report 2022
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Progress against our strategic framework continued

Lead the way to a bright sustainabie future

A responsible, inclusive,
sustainable business

Responsible

New tech must earn people’s trust
and transform lives for the better.

Applying responsible tech principles
across our value chain

Our responsible tech principles help us
think about benefiting pecple and
minimising harm every time we develop,
buy, use and sell tech. They're grounded
in the UN Guiding Principles on Business
and Human Rights and are part of our risk
management framework.

We apply the principles right from the
start when we design new tech. We've
strengthened our privacy impact
assessment process with a new online
tool that integrates responsible tech
and human rights considerations into
business decisions.

Ourresponsible tech steering group
oversees the implementation of the
principles. The group continued its deep
dive into emerging risks and strategic
growth areas for BT Group this year,
inviting external experts to debate the
benefits and risks of topics such as data
monetisation and custodianship.

BT Sourced, our new precurement

company, has responsible and sustainable

criteria embedded inits processes —
giving our buyers a clear view of related
supplier risks and opportunities. We've

upped the weighting of these criteria from

10% to 15% ininitially assessing who to
buy from.

You canread more abrout BT Sourced
onpage 39,

We’ve continued working with others
to protect privacy and free expression
and prevent online harms —from
misinformation to online hate. We're
currently being assessed against the
Glohal Network Initiative Principles on
Freecdlom of Expression and Privacy.

We've also expanded the scope of our
global sales due diligence process. This
will help us better identify and address
the petential human rights impacts of
our products and services.

BT Group ptc Annual Report 2022

! nclusive
Future tech must be diverse and
. inclusive so that evervone benefits.

Championing digital inclusion
: We're working to make our networks and
i tech affordable and accessible to all.

i We're helping more low-income

! hauseholds benefit from our networks.
OQursocial tariff BT Home Essentials

¢ offers broadband and calls at around half
i the price of our standard fibre package.

¢ t’s available to all customers on Universal
Credit and cther means-tested benefits.

¢ And Openreach’s Connect the

: Unconnected initiative waives connection
: feesfor eligible customers on Universal

i Credit.

¢ More than one infive British adults say

i unexpected life changes during the

¢ pandemic mean they now need extra
support. Sowe've launched cur Here for
¢ You website — putting all our customer

! support in one easy-to-navigate place.

. We've also given extra training to

¢ customerservice colleagues to support
| these customers.

We're also expanding digital aceass to more
rural areas —read more about our UK network
investmant on page 27,

i Upskilling the nation

i High-speed connectivity through our

: networks will make a huge difference to

. people and businesses in the UK, But only
¢ ifthey have the skills to make the most of
. the digital world.

: We've helped 4.6m more people improve
their digital skills this year —from small

: businesses and jobseekers to kids getting
¢ their first phone. We've helped 14.7m

: people since FY15 and we're on track to

! reach our target of 25m by the end of
March 20286,

. Together with Google, we've given small

! businesses free, one-to-one mentoring
sessions to help them harness digital skiils
: to grow. We've also run wehinars with

¢ Small Business Britain and invited

: entrepreneurs to share advice and

¢ practical tips.

! This year we reached over 33,000

: jobseekers through our Work Ready

¢ virtual training sessions and ran a summer
Stand Out Skills campaign to help them

¢ be more confident when applying for jobs.
: Our colleagues have mentored 1,000 of

* the 2,800 18 to 24-year-olds who've

i completed Avado’s FastFutures training

| programme since it beganin 2020.

| We've created the UIK’s first phone

i licence, to help prepare kids for life online,
© EE's PhoneSmart Licence is a fun and

i educational online rescurce to help young
! peoplelearn how to stay safe and be kind




online. And targeting enline hate, cur
Hope United campaignwas led by a
diverse team of top footballers, to help
give people the digital skills they neecd to
beat online hate and be a good team
player on social media.

In Indlia, cur partnership with the British
Asian Trust has helped bring skills and
education to 738,000 young people,and
indeing so we’ve exceeded our target of
enabling 100,000 teenage girls to stay in
schooland develop better resilience and
employability skills.

Sustainable

Tech must accelerate our journey
to net zero emissionsandto a
circular economy.

Reaching net zero
We've led on climate action for 30 years.
And now we're acting faster than ever

by 15 years. That means we’ll be a net
zero carbon emissions business by the
end of March 2031 and & net zero
business forour supply chain and
customers by the end of March 2041.

Since FY17 we’ve cut our carbon
on last year’s 57%, as aresult of the

increase in vehicle emissions to support
our full fibre rollout.

We're on track to reach our 87% target by 2031
(agroup KPI) —sce page 45.

All of the electricity we consume
warldwide is renewably sourced®. This has
helped us cut our cperational carbon
emissions by 55% since FY17.

We've continued making our networks
more energy efficient and investments in
our new offices have all been done with
sustainability in mind. Qur newly opened
Birmingham and London offices are
BREEAM® Excellent buildings which
minimise environmental impact, Qur One
Braham London HQ alone should save
over 3m kWh of energy a year.

: Overall, we've cut our global energy

. consumption by a further 9 GWh this year.
. We'veadded 700 more electric vehicles
to ourcommercial fleet (now over 1,000

i intotal), we've increased the number of

i charging points at our sites and

: engineers’ homes, and continued to push
¢ for policy measures to support the wider
transition to electric vehicles. We're

¢ aiming to transition the majority of our

: vehiclesto electric orzero carbon

: emissions by 2030.

before, bringing forward our net zero goal | We continue to work with suppliersto cut
: carbon. Since FY17 we've cut our supply

¢ chainemissions by 28%, making good

¢ progress towards our 42% reduction
target by 2031, Cur pioneering ‘climate

¢ clause’ commits 10 of our key suppliers to
: make measurable carbon savings during

¢ the life of their contracts with us.
emissions intensity by 55% —slightly down

: Helping customers cutcarbon
rebound effect frem the pandemic and an ;| Thisyeararound £5bn (25%) of our

: revenue came from carbon-cutting

. solutions. We've set a new goal to help
customers aveoid 60m tonnes of CO,ec

! by 2030 ~ by adopting new products,

i services and tech like FTTP, 5Gand loT.

Through our Green Tech Innovation

: Platform, we're working with tech

1 scale-up partners on sclutions to help

: public sector customers get to net zero.

i Examples include use of loT in social
housing, and sensors giving local councils
: real-time data on CO; emissions and

i air pollution.

25%

of our FY22 revenue came from
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We're encouraging consumer climate

¢ action with campaigns like the BT Big

: Sofa Summit, BT Sport’s Green Routine

¢ and ‘Not Tomorrow. Today.’ Our three-
month Smarter Living Challenge with

: Hubbubfoundin June 2021 that a series

¢ of over 400 tech solutions and small

i actions could save 1.7 tonnes of CO.e and
i potentially over 900 ayear inan average
household.

¢ Towardsa circular BT Group and beyond
: We aim to be a circular business by 2030

¢ and partof a circular tech and telco

: ecosystem by 2040. Our network build

: activities, and initiatives like EE's phone

! repair service to extend handset
lifecycles, are just the start.

¢ This year, over 1.35m homea hubs and

. set-top boxes have been collected for
reuse or recycling, as well as over 170k

. mabile phones through the EE Trade-In

. scheme. We recovered orrecycled 37%

. of our operational waste worldwide

! (99,4% inthe UK), We're looking for more
ways to reduce waste, repair, refurbish

¢ and recycle,

® Forour detailed environmental data,

seepage 69.

Disclosures statement can be found on page 66.

@ Our Task Force on Climate-related Financial

2 99.9% of the globai electricity BT Group consumes is from renewable sources. The remaining 0.1% is where renewabie electricityis not available in the market,

b Building Research Establishment’s Environmental Assessment Method, the world’s leading sustainability assessment for infrastructure.

¢ Carbon dioxide equivalent emissions.
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Our stakeholders

Our internal and external stakeholders play a crucial

part in our strategy of building the strongest foundations,
creating standout customer experiences and leading the
way to a bright, sustainable future.

Colleagues, customers, shareholders, the
communities we do business in, suppliers,
UK Government and regulatory bodies
are alt key stakeholders. We connect with
them at all levels of our business. That
includes frontline operations, CFUs, Cls
and TUs, senior leadership, the Executive
Committee and the Board and its
committees.

We engage with themin lots of different
ways —from meetings and conferences

to reviews, forums and webcasts, To
understand how weil we're engaging

with different groups, the Board and its
committees get regular updates. They
use them to make better decisions, and
give feedback and constructive challenge
on activities, programmes and initiatives
being considerad.

category recagnises just how important they are
to our business. Yoeu canread more on page 58.

@ Our stakeholder management group risk

CurSection 172 statement on pages 82
to 83 gives examples of how the Board
and its committees took our stakeholders
interests into account in decision-making
during the yvear.

Colleagues

Our ambition is only as strong
os our foundations, and our
colleagues are absolutely
centrai to this.

Engaging with colleagues is critical to
creating a culture where they can be their
best and contribute towards cur purpose,
ambition, strategy and long-term success.

We employ around 98,400 full-time
equivalent colleaguesin 43 countries.

€. 79,900 areinthe UK. We also engage
with c. 1,600 colleagues through agencies
and just over 68,400 other non-regular
colleagues.
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! Ourcolleagues need us to:

s share their personalvalues

give them flexible and agile ways of
working

provide brilliant training, development
and career opportunities

reward performance with fair and
competitive pay and benefits.

How we engage with colieagues,
: and theresult

1 The Board receives regular updates from
¢ the chief executive and HR director on

i ourcolieagues, how key people strategy

! initiatives are going, and culture and

| overall sentiment in the organisation. The
" pandemic - cembined with our ongoing

i cultural change pregramme —meant that
i colleague wellbeing continued to be a
priority for Board discussions this year.

Given our focus on D&, the Board also
, ¢ spenttime discussing this and how it

i Influences strategy, externaltargets,
¢ commitments and progress.

. The Beard uses the Colieague Board asits
chosen method of engagement with our

: workforce under the UK Corporate

! Governance Code 2018. As designated

! non-executive director for workforce

i engagement, Isabel Hudson is the main
 liaison. She has formal meetings and

¢ informal discussions with Colleague

. Board members.

@ Read more onthe work of the Colleague Board

inthe corporate governance report on pages 8¢
to81.

. Onceavyearour colleagues tell us how it

¢ feelsto work here through our Your Say

. survey. Around 81% of them took part this
year, with the results going to our

: Executive Committee members and

. senior leadership.

i We got a clear picture of how our

. colleagues were feeling and a good

: understanding of what more we cando to
. make BT Group a brilliant place to work.
We Included guestions on the pandemic.
¢ B87% felt we were managing the response

¢ toitwelland 90% said we cared about
: their personalsafety.

: We're continually reviewing and

¢ improving ourapproach. So this yearwe
: also conducted a mid-year pulse survey
: which went to a gquarter of the business.

Our People Networks are colleague-led

I groups that share thoughts, opinions and
i opportunities with our leadership team to
i help make BT Group truly diverse and
inclusive, They're supported by an

¢ executive sponsor who champions their

: purpose and work and provide counsel to
¢ the network chairs and deputy chairs.

As well as listening directly to celleagues,
: we also hearconcerns through more

: formalengagement channels. In 2021 we
i renewed our employee relations

i framework with the CWLU. We also

: established a partnership agreement with
: Prospect on how we’ll work together with
! recognised trade unions on modernising

i BT over the coming years. We also

! continue to formally engage our
European Consuttative Counciland EE

¢ employee representativesin the LIK.

When we act on colleague feedback, we

¢ tryto pick things with the biggest impact.
! Longer term, we inform and shape cur

i strategy based on creating a culture

i where colleagues can be their best, We
focus particularly on skills development,
¢ diversity and inclusion, and health, safety
: and wellbeing.

@ You can read more about activities during the

yaaron pages24to 25,

. The Remuneration Committee, on behalf
. ofthe Board, reviewed the pay, cenditions
: and HR policies across the wider

¢ waorkforce during the year, considering
market conditions and the financial

¢ impacts of the Covid-12 pandemic.

i Further to the committee’s consideration,
. we have subseguently committed to

i paying UK colleagues at least the Real
Living Wage and recently increased our

: minimum salary across the hoard to

i reflect that.



Customers

We want to give customers
standout experiences by
delivering brilliant service,
solutions and outcomes.

Woe have a big and broad customer base.
Consumers, small and large businesses,
multinationals, the public sector and CPs
allwant different things. Engaging with
them to understand their current and
future needs is fundamental to delivering
our strategy, ambition and purpcse.

Our customers need us to:

e connect them to their digital worlds
with rellable, high quality sclutions

give them brilliant experiences and
outcomes that match their needs

» provide excellent service, whether in
stores, through suppert teams, via call
centres ordigital channels

» keepthem secure and protect their
data

do all of this at a price that represents
brilliant value for money.

How we engage with customers
and the result

We actively engage with our customers
all the way from initial product
development to ongeing billing and
service management. It helps us make
sure we’re offering the right propositions
inthe best way to meet their ongoing
needs.

Ourinsight centre of excellence serves all
parts of the group te help us understand
customers better. I{ provides research
and analysis to give us adeeper
knowledge of customer segments and
their specific needs.

Across different customers and channels,
we use different methoedologies and data
sources - like focus groups - to
understand perceptions, expectations,
needs and behaviours. The insights we
get influence how we set strategy, design
customer-drivenimprovements,

refine solutions and pricing and develop
our brands.

Woe invest a lot of time to understand our
customers’ perspectives. This year we ran
sessions for our senior management team
where they listened directly to custcmers
about their experience with BT Group -
focusing as much on where we got things
wrong as what we did well.

: We also have two panels which support

¢ our customer engagement and include

! representation fram the Board. The

¢ Customer Inclusion Panel represents

: different sections of society with different
! needs (such as customers with physical

i disabilities) to help us understand and
respond to the range of challenges faced
i byourcustomers. The Customer Fairness
: Panelfocuses onensuring we are treating
i different customer groups fairly. Asan

¢ example, it supported our Consumer

¢ unit's launch of its sacial tariff —-Home

i Essentials.

i QurGlobal Advisory Beard allows us to
meet regularly with top executives from

¢ large multinational customers. Similarly,

i our Security Advisory Board invites senjor
i security ¢lients to discuss cyber security

© risks and challenges. This helps us
understand their pricrities, needs and

: challenges so we can design solutions

: thatdeliver the outcomes they're

: lookingfor.

Openreach makes sure all its customers
: get equalaccess to our fixed network.

i ltdoes that through anindustry

i consultation process that is
straightforward and compliant —-with

¢ strong governance controls. ALCPs also
: have the opportunity to engage with

: Openreach confidentially during initial

i consultation stages.

: Qur CFUs monitor how they’re doing on
i delivering for our customers. We track

¢ and review customer metrics every
month, including NPS. The chief

: executive, Executive Committee and

: senior managementteams regularly

¢ review progress on our customer

i experience metrics to assess and agree
appropriate actions for ongoing

¢ improvements.
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i The chief executive, Executive Committee
i and senior leadership also regularly

¢ review and discuss complaints directly

i with customers. The opportunity to
actively connect and understand the

i experiences of our customers helps us to

. betteridentify and problem-solve

i challenges at a high level, benefiting

. averyone.

i Whetheritis defining our strategy,

i approving investment decisions or

i creating new propositions, the impact on
. the end customeris always a core

: consideration to any decisions we make.

i The Board are regularly updated on
market trends and customer experiences
¢ including NPS. There are detailed

: discussions atthe Board with the CEO of
: each of the CFUs, including Openreach,

i onhow weare performing and how we

i candrive improvements far our

1 custamers.

! The Boardunderstands the importance
of pratecting consumers’ interests and

: meeting Government and regulator

. expectations of a consumer fairness

i culture, atall levels, The BT Compliance
i Committee provides Board-level
oversight of consumer fairness ancd

: discusses this at each of its meetings.

@ Read more ahout stepswe'va takentoensure

consumer fairness onpage 16.
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Our stakeholders continued

Shareholders

We have both equity and
debtinvestors.

Cur equity investors comprise
institutional investors, who hold the
biggest volume of shares, and ¢. 671,000
individual shareholders.

We have a good relationship with debt
investors (mainly financial institutions
who invest in our publicly-traded bonds).
They’re crucial to making sure we have
access to debt capital to finance

our business.

We have an investment-grade credit
rating based on the strength of our
balance sheet, alongside ourscale, strong
market position, and integrated business
profile.

Our shareholders need us to:

* deliver areturn on their investment
through dividends and capital growth

+ perform well against our long-term
strategy and outlook.

How we engage with shareholders,
and the result

We communicate regularly with
shareholders through our investor
relations programme, the Annual Report
and our quarterly financial results and
trading statements, and other key
shareholder documents and briefings.
We have also substantially improved our
website this year to improve our digital
communication.

Cur AGM is a chance for the Board to
meet and engage with shareholders, The
AGM 2021 was a hybrid event, held in line
with Government pandemic restrictions
at the time. Shareholders ware provided
with the opportunity to ask questions in
advance or in the meeting itself. All
resolutions put to the meeting received
overwhelming support of investors,

The results of the voting at all general
meetings are published on our website:
bt.comfagm
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. We will publish the arrangements far the
© AGM 2022 in the Notice of meeting (see
page 119).

. The company secretary or her delegate
: communicates with individualinvestors,
: making sure we respond properly to

! guestions about their shareholding. Our
i share registrar Equiniti also liaisas with

: ourshareholdersin relation to any

. specific shareholder queries.

¢ We manage relationships with

: instituticnal investors and debt investors
* through our investor relations

: programme. It inciudes one-to-cne

; conversations, roadshows, group

{ meetings, conferences and industry :
i events. The chairman, senicrindependent :
. directorand other directors, as :
. appropriate, also liaise with investors.
* During the year, the chairman {(current
i and previcus) also met investors to

: discuss their views on the business.

 This year the directors, chief executive,
chief financiat officer, other executives
: andtheinvestorrelations team held 248
: meetings with investors. Key topics
Cincluded:

BT Group’s strategy and competitive
positicn in key markets

financial and operational performance
(particularly the impact of a higher
inflationary environment on the
business, and medium- to long-term
cash flow)

i « appointment of our new chairman

capital investment

capital allocation policy

prospective governmental and
regulatory policy decisions

. » pension fund valuation.

. The Board gets regular reports on our top
| shareholders, movements in the share

: register, share price periormance and

: how we’re engaging with institutional

: investors and analysts. It also discusses

: shareholder issues with managementand
i advisers and considers these as part of its
decision-making.

CCommunitios

We're at the heart ot the

. communities we operate in,

¢ and help bring them together.

We need allthe communities we serve to
i trust us, Without that, we cannot deliver

1 our growth plans —or our purpose to
: connect forgood.

. Communities rely onus ta:

give them reliable and secure
connections

help local people and SMEs get more
from the digital world

protect the envirocnment and help
tackleissueslike climate change

do business ethically and responsibly.

How we engage with communities,
: and the result

1 We touch communities across the UK

i everyday through customer interactions
i at EE/BT retail stores, home visits to set
up broadband and mobile services, and

: through people using our products and

: services to connect, live, work, learn

© and play.

¢ To understand what matters most to our
: communities, we engage with themand

i use the insights to inform our focus areas,
targets and programmes.

This year, our Hope Linited campaign

. responded to experiences of online hate

i and our new Here For You website helped
people get the additicnal support they

¢ told us they needed as aresult of

: Covid-19. We're alsc using insights to find
ways to build trust in new technology.

@ For more details onthese, see pages 3410 35.



Our Manifesto will help us accelerate
growth through tech that is respensible,
inclusive and sustainable — communities
will benefit from this either directly or
indirectly as we aim to provide sclutions
to societal problems.

On behalf of the Board, the Digital Impact
& Sustainability Committee had input into
the objectives of the draft Manifestc
ahead of launch and continues to review
our activities and performance under the
three pillars of the Manifesto, inline with
our commitments to being a responsible,
inclusive and sustainabie business.

@ Read more onthe Manifesto onpages 320 33,

Connectivity opens up oppertunities

in education, employment and social
inclusion, and can transform access to
healthcare and vital local services. So
we've continued to roll out our networks
faster this year and cut the cost of
broadband for eligible low-income
households.

Beoosting digital skills through
partnerships and volunteering, and
warking with charities, demonstrates our
investmentin communities and society,

This year, we helped 4.6m people improve

their digital skills, including thousands of
small business owners and their
employees.

Colleagues voted for Home -Start UK as
our new UK charity partner. It tackles the
digitat divide affecting vulnerable people
by helping families improve their digital
skills, through fundraising and
volunteering.

i Inresponse to the Ukraine crisis, we've

: made mobite and landline calls, data and
¢ textson BT, EE and Plusnet to and from

¢ Ukrainian mobiles free. We're also
sending theusands of powerbanks tc

! people displaced by the situation, and

: working closely with relevant government :

i and industry partners, Our international
. charity partner, UNICEF, is at the forefront :
of the humanitarian response -BT

: colleagues are donating to the children’s
. emergency fund run by UNICEF, who
distribute aid to affected children.

We have a group KPIto reach 25m people :
inthe UK with help toc Improve their digital .
. skills by the end of March 2026. We also

. measure reputational performance and

¢ trustto track how we're perceived across
. communities.

@ More on how we've supported communities

and the enviranment thisyearcan be found on
pages 3410 35.
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. Suppliers

: Good supplier relationships are

: essential for our success. They

¢ help us deliver solutions and

! propositions that create standout
i customer experiences.

We source from all over the world, with
: suppliersinnearly 100 countries.

Suppliers need us to:
: » paythem inline with our agreed terms

+ help them optimise their own

supply chains

+ actethically and transparently.

How we engage with suppliers,
- andtheresult

We need to know who we're doing
¢ businesswith, and who’s actingen our
: behalf. Sowe:

choose suppliers based on principles
that make sure we act ethically and
responsibly

» undertake due diligence onsuppliers
before and after we sign a contract,
which covers financial health, anti-
bribery and corruption, and whether
they meet our standards on areas such
as quality management, security and
data privacy

check the things we buy are made,
delivered, and disposed of in a socially
and environmentally responsible way

measure suppliers’ energy use,
envircnmental impact and labour
standards, and work with them to
improve these.

¢ During the year we launched BT

: Sourced, anew standalone procurement
! company based in Dublin which has

: established itself as a hub for many ‘Big
Tech’ businesses as well as technology

¢ start-ups. BT Scurced hasbeen

: established to challenge the traditional
¢ ways of buying goods and services by

¢ simplifying processes and introducing
new technology and partnership-

¢ based approaches to the way we

: work with suppliers and start-ups.
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Our stakeholders continued

During the year, we also announced
a partnership with GXO Logistics to
outsource and transform part of BT
Group's supply chainacross the UK as part

of anew long-term relationship. This new
partnership forms part of our ongoing
strategy to simplify and modernise

our business, which continues to make
strong pregress. We will be outscurcing
our core warehouse and transport
capabilities, while ensuring that the
group’s market-leading next generation
network build plans remain on track.

During the year, we have faced significant
inflationary headwinds from a range of
factors such as a global shortage of
chipsets, rising energy prices and higher
shipping costs, which we have worked
with our suppliers to mitigate as much

as possible.

To further strengthen cur capacity to
deal with such challenges, BT Sourced
will also accelerate the adoption of new
technalogy that can challenge some
traditional ways of buying and encourage
more collaboration.

Forexampie, we have introduced tools
that make it easier for suppliers to deal
with us and that automatically engage
severai suppliers simultaneousty.
These tools are encouraging greater
competition within cur supplier base

8T Group plc Annual Report 2022

¢ which generates more opportunities,
¢ particularly for smaller suppliers,
: while also creating more capacity for

human-te-human interaction that can

¢ focus ontackling the most important
¢ issuesacross our supply base.

i During the year, we joined the

Joint Audit Cooperation (JAC) of

: telecommunications operators,

: which conducts and share corporate
i social responsibility audits of

¢ suppliers. JAC aims to verify, assess
and develop the implementation

i of corporate social respensibility

: across the manufacturing centres of
¢ important multinational suppliers

¢ to the information communications

¢ and technology (ICT} industry.

i JAC members share resources and best

! practices to develop iong-term CSR
implementationin the iCT supply chain at
: aninternationallevel. This should make

. sure BT Group’s growth is responsible,
inclusive and sustainable.

: We also continue to engage with

. suppliers on arange of proactive

¢ Initiatives - for example progress towards
\ net zero carbonemissions, including the
increased uptake in renewable energy,

¢ and cutting plastic packaging and waste.

i Thisisa key part of ourdigitalimpact

i and sustainability strategy, so the Digital
i Impact & Sustainabitity Committee

" regularly discuss initiatives. Feedback

is used to continually enhance

: ourapproach,

. During the year, the Digital Impact &
Sustainability Commitfee discussed

. programmes and initiatives in place

. across the group ta manage risks within
‘our supply chain, including how we
mitigate these risks and ensure that we
¢ continue to be aresponsible, inclusive

¢ and sustainable business.

. We are actively encouraging and helping
: our suppliers to meet and match our own
: D&l commitments. We've also taken
' . more diversity-led steps in our dealings

. with suppliers, such as systematically
© assessing diversity when taking on
new suppliers.

- UK Government

i We add over £24bn to the UK

[ economuy?, supporting critical

{ services and working with more
i than 1,200 public sector focused
: customers.

. Ournetworks support the functioning of

: vital public services like welfare, tax,

: health, social care, police and defence,

. while protecting citizens’ personal data.

: Qur relationship with Government bodies
supports our strategic priorities —as wel!

i as enabling us to contribute to policies

i and initiatives that benefit our

| stakeholders,

. Giovernment stakeholders need us to:

* keep investing in network infrastructure

* provide the fastest, most reliable and
secure connection possible, to the
widest possible range of communities

= create fairly-priced productsand
services, backed by brilliant customer
service.



How we engage with the
Government, and the result

Our networks are part of the UK’s critical
national infrastructure and support
national security. Our priority is fulfilling

our responsibilities and obligations for the

country and our customers.

Our Enterprise unit delivers and looks
after public sector contracts and services
like the Emergency Services Network
{see page 28). We've alsoc continued to
support the Government and NHS teams
dealing with the Covid-19 pandemic.

Our policy and public affairs team
manages our relationships with
Government and cther politicians.

Uinder the Communications Act 2003, the
Government can ask us (and others) to
run or restore services during disasters.
The Civil Contingencies Act 2004 alsc
says that it can impose obligations on us
{and aothers) in emergencies, orin
connection with civil contingency
planning.

We keep an open dialogue with
Government through our chairman, chief
executive and senior leaders, as well as
through consultation responses and
cross-industry initiatives. Through those
conversations we build support for
policies that willdeliver good results
forthe UK and our shareholders.

Qur public policy work with Government
covers awide remit, from infrastructure
investment to natiocnal security, from
regulating online harms to trade and
economic policy.

inthe past year we have contributed
to a range of Government initiatives -
forexample on wirelaessinfrastructure
strategy, supply chain diversification,
data strategy, drones and Al

We continue to make good progressin
delivering against our SRN obligations
(see page 16), supporting this key
industry-government initiative and
maintaining EE’s 4G coverage leadership.

We've alse provided inputinto
consultations on key legislation including
the Telecommunications (Security)

Act 2021, the Product Safety and
Telecommunications Infrastructure Bill
and the Online Safety Bill.

: The Board gets regular updates on

: discussions with Government through the
¢ chairman, chief executive and Executive

© Committoc members, with the Board

: providing views and comments.

. Regulators

: Communications and TV

¢ services are regulated. This

. makes sure rules and standards
i are consistent in ecch jurisdiction, :
¢ whichin turn protects consumers
i and promotes competition.

Ifwe don’t engage effectively with

: ourregulators, we risk unnecessary

¢ regulatory intervention that could stand
i inthe way of us achieving cur strategy.

Cur main regulatory relationship is with
i Cfcominthe UK. The main source of

¢ Ofcom's powers and duties is the
 Communications Act 2003, which gives
! it general economic and consumer

: regulatory powers for the sector.

i We also engage with other regulatory
bodies like the Competition and Markets
: Authority and the Financial Conduct

i Authority (FCA).

Ofcom needs to:

advance citizens  and consumers’
interests, often by promoting
competition

encourage investment and innovation

» suppertinvestmentinthe UK's critical

digital infrastructure,

How we engage with Ofcom, and
. theresult

¢ We have a positive and open dialogue
: with Ofcom through cur chairman, chief
: executive and seniorleaders,

. Qurconversations focus on how
regulation can support Ofcom’s ambition
i foraworld class UK digital infrastructure
- and allow efficient investment, while

. keeping the market fair and competitive.

@ For more details of the main requlatory topics

we cover with Ofcom sec pages 1610 17,
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! In 2017, we putin place the

: Commitments. It provides Openreach
i with a greater degree of strategic and
: operational independence, in line with
cbjectives set cutin Ofcom’s Bigital

: Communications Review.

! In December 2021, Ofcom noted that
Openreach continues to operate with a

¢ “high degree of independence from BT
; and that there were “strong structures

: and processes” in place at both BT Group
i and Openreach which helped support

. compliance.

. Ofcom says that BT Group and

¢ Openreachare still making good progress
i tosafeguard Openreach’s independence.
¢ We continue to engage with Ofcom and

: CPsto maintain their confidence that

¢ we're following both the letter and spirit

: of the Commitments.

. On behalf of the Board, the BT

! Compliance Committee monitors our
compliance with the Commitments,

¢ including our culture and behaviours of
: ourcolleagues.

i Ofcom attended a BT Compliance
Committee meeting during the year and

: discussed feedback onthe Commitments
¢ and Ofcom’s relationship with us. The

. Boardare also regularly updated onany

! key meetings between Ofcom and the
chairman, chief executive and others.

Cempliance Committeeinthe carporate
governance report on page 96

: @ Youcanread more onthe work ofthe 87

a Basedonanindependently prepared stucy by Hatch

Urban Solutions in December 2020 study. A new
stuchyis duein FY23.

b Quoted from Ofcom’s annual Openreach monitoring

report, published 8 December 2021,
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Non-financial information

The table below (and the sections it refers to)
form our non-financial information statement -
as required by sections 414CA and 414CB of the
Companies Act 2006 (2006 Act).

Colleagues

(See pages 2410 25, 26,64 and 80to 82)

Environment
(See pages 35, 45,64,66 to 69
and 82)

Our policies

i QurHealth, Safaty and Wellbeing
Policy Statement promotes asafe and
healthy workplace and aims to prevent :
¢ and removing hias and other cognitive
¢ bkarrerstrom our policies, processes,

i systems and decision-making.

work-related injuries, ill health and
Jdiseases,

¢ Itsupports our strategy to build the

: strongest foundations by integrating
: health, safety and wellbeing

: considerations into our work with

: colleagues, contractors and the public. .
: colleagues can thrive.

@ Our Health, Safety and Wellbeing

Policy Statementcan be found at
bt.com/ourpoticies

i Our Diversity and Inclusion Strategy

sets out a programmatic, evidence-
based approach to understanding

. Itsupports curaim te build the
: strongest foundations by making sure
: we apply aninclusion lens to everything

we do and promoting a culture where

canbe found at bt.com/diversity-and-
inclusion

@ Cur Diversity and Inclusion Strategy

¢ Our Environmental Policy sets out
o guiding principles that will get us to net
. zerop carbon emissions by the end of

March 2031 for our operations, and by

: the end of March 2041 for our customers
: and supply chain.

It supports our strategy by explaining

¢ how we'llrealise our ambition to create
! amore sustainable future for ourselves
: and our customers by cutting cur

i environmental impact, and helping

. customers and suppliers cut theirs.

' The policy describes how we engage with
stakeholders onenvironmentalissues

! and monitorand report on progress.

i The Manifesto also reinforcaes our net

: zerocommitments.

@ QOur Environmental Palicy can be found

at bt.com/ourpolicies

Qurdue
diligence

We put rescurces behind building a safe%

: andhealthy workplace. Thatincludes
: policies, training, processes and
: effective risk controls,

: We monitor safety and wellbeing witha
: ‘three lines of defence’ model. We track:

* and review accidents, near misses and
¢ reasonsforsickness absence,

: We look at why accidents, injuries and
: near misses happen, to stop them

¢ happening again. We track sickness

1 absence trends, adapting processes
to better supportcolleagues.

! We review policies annually and u dateg
: ¢ Y P : orthe CEC, Openreach.

i themwhenneeded.

i The Executive Committes and the

| Board larly updated on health, :
gsfoareregu ary upratec anhea : aboutthe Colleague Board on pages 80

: safetyand wellbeing matters.

We have established an effective

¢ governance process to make sure we
: consistently integrate D&l into key
: decisions and policy development.

We regularly report to the Executive
Committee an the progress weare

* making to achieve our diversity

i targets and whether our strategyis

¢ stilleffective and relevant. The Board

¢ is also updated on pregress.

: Allof our People Networks that

* champion the concerns and priorities

: oftheir members are sponsored by the

members of the Executive Committee

i Our Colleague Board helps shape and

influence our D&l plans. Read more

i to B1,and other ways we engage
i with colleagues on page 36.

! We monitor and manage our

¢ environment strategy and risks through
! the Digital Impact & Sustainability

! Committee. We also do it through

: our Group Environment Board, which

: reportstothe Executive Committee.

| We measure progress ondifferent
 environment goals, one of whichisa

! group KP|{page 45).

We review and update the policy
1 pvery year.

Quicomes

! There are details of what we’ve done

to apply our policy, along with sickness

. absence rates and time lost from
. injuries,on pages 24to0 25.

! Ourstrategy creates an environment

and workplace that embraces D&I

¢ andincorporates it into our decision-

: making.

! There are details of the things we've

¢ done this year to support ourstrategy,
: together with our latest D&l statistics,
: onpages 24to 25.

! Read more about our plans and

i performance onthe environment and

: tackiingclimate change, including

: progresson becoming anet zerocarbon
! emissions business, on page 35.

¢ There are also details of our

. performance against ourgroup KPI

. target tocutthe carbonemissions

¢ intensity of our operations by 87%

: bytheend of March 2031 on page 45.

We track health, safety and wellbeing
i risksin its corresponding group risk
1 category, on page 64.

| Wae reflect D&l risks in our people group
i risk category, on page 63.

| We consider the impacts of climate-

i relatedrisks across our whole

: business -for example instakeholder

: management, supply management

i and service interruption group risk

: categories on pages62and 65,

¢ We're acting to mitigate key physical

. climaterisksand ourimpactonthe

. environment in a number of areas. Read
more oh page 35 and in our Task Force

: onClimate-related Financial Disclosures
: statement on pages 66 to 69.
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Social and community
(See pages 3210 35,3810 39,45and B2)

Humanrights
(See page 34)

Anti-bribery and corruption

Our Manifesto is rooted in our purpose,
‘we connect for good’, and backed up
by commitments under the themes of
Responsible, Inclusive and Sustainable.

It recognises that we will only succeed if we
help to solve some of the problems faced by the
societies and customers we serve.

Wider society will benefit from us delivering on
our Manifesto, in particular on our commitment
to help give people the skills they needto
succeed in a digital world.

The BT Group charity approach sets out how
we work with our key charity partners and how
we support our colleagues’ volunteer work.

btmanifesto, and you canrcad morcabout
it on pages 32te 33

@ Our Manifesto can be found at bt.eom/

The BT Group charity approach can be found at
bt.com/fourpolicies

{ Qur Human Rights Policy Commitment

: explains our commitment to respect and

¢ champion humanrights across BT Group and

¢ in ourrelationships with others. It describes our
: approach torespecting rights and freedoms,
 especially in the digitalworld. Andit’s

: supported by our responsible tech principles.

¢ Being a humanrights leader and having strong
: ethicalstandards builds trust. Thisis key to

: us achieving our ambition to be the world’s

* most trusted connector of people, devices and
¢ machines.

¢ The Manifesto also reinforces our responsible

¢ tech principlesand BT Group’s respect for
¢ human rights.

found at bt.com/fourpolicies

@ Qur Human Rights Policy Commitment can be

@ QOur Maodern Slavery Statementcan be found at

bt.com/modernslavery

i Being trusted: our code sets out our promises
i which include our zero-tolerance approach

: to briberyand corruption. It’s supported

¢ by aspecific Anti-Bribery and Corruption

: (ABC) Standard,

Our codedescribes cur values and behaviours,
. howwe expect averyone who works for us

: (oronourbehalf) to do business. [talso

: covers extra policy areas like human rights,

: and equality and diversity. And it provides an
 ethical framework for cur ambition to become
! the world's most trusted connector of people,
. devices and machines.

: Itdemonstrates, through our commitment to
: doing the right thing, how our stakeholders can
: dependonus.

atbt.com/fethics

® Being trusted: our code can be found

@ QurAnti-Bribery and Corruption Stancgard can

be found at bt.com/ourpolicies

The Digital Impact & Sustainability Committee:

* pversees our Manifesto commitments and
progress

programmes and targets

menitors progress against the group KPl of
reaching 25m people with help to improve
their digital skills by the end of March 2026.

Read more about the committee's rote on
page 97.

! We have processes to identify and address
: potential and actual human rights impacts
: acrossour business.

. . i Theyinclude checks to make sure we apply our
reviews our strategy and progress on societal |

responsible tech principles whenwe develep,

¢ buy,selland use tech.

Ourresponsible tech steering group oversees
: implementing the principles. it reports to the
- Executive Committee.

! Respecting people's rights is covered in

: mandatory annual training. We also provide
: targeted training for teams most likely to

i encounter human rights issues.

- We identify, measure and tackle human rights
: impactsin our operations and supply chain

¢ throughthe Speak Up whistleblowing service,
¢ andthroughrisk assessment surveys and on-
¢ site audits.

T Allourcolleagues are reguired te de mandatory
: training on ourcode. We also publish
: communications that reinforce policies.

¢ Qurannual Your Say employee engagement
: survey intludes questions on ethical

: perception,with results shared with senicr

: management.

¢ Our Speak Up whistleblowing service

: lets anyone who warks for (orwith) us te

: confidentially report anything that goes against
¢ ourcode - including bribery, corruption, human
rights violations, bullying or harassment.

. We undertake due diligence onthird parties,

* engage external providers to assess higher risk
i areas, and use an integrity risk dashboard to

i identify potential focus areas.

We report on how we invest in communities on

pages 38 to 39. Read more about our Manifesto :

and what we've achieved this year on pages 32
to 35, including cour progress on helping people
improve their digitalskills (a group KPI).

Following a self-assessment last year, we're

now being externally assessed against the
Global Network Initiative principles. We've

: enhanced our sales due diligence process and
expanded the scope.

! Wereport onimplementing our responsible

: techprinciples on page 34.

. Thisyear,96% of our celleagues completed

;. training on cur code. We also introduced a new
¢ systemtobettermanage our ABC high risk

¢ third parties and completed a bottom-up ABC
: risk assessment.

QurSpeak Up whistleblowing service received
¢ 517 reports this year. You can find more details
: ontheseinour Modern Slavery Statement at

. ht.com/modernslavery.

We consider digital inclusion risks as part of our
stakeholder management group risk category
on page 58.

We consider human rights rick as part of our
: stakeholder management group risk category
. onpage 58.

© We consider ABC and ethical conduct risks

: within the legal compliance group risk category
: where risks apply across our operations

: generally. See page 61.
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Our key performance
indicators (KPls)

We delivered robust operational
performance in FY22. Financial
performance was hroadly in line
with guidance®.

We use eleven KPls - five operational and
six financial.

We reconcile the financial measures to the
closest IFRS measure on pages 20910 211,

Operational At 31 March

@ Theannualbonusand long-term
incentive plans that comprise our
directors’ remuneration are linked to
certain KPis, See the Reporton
directors’' remuneration on page 102,

a We gave ourariginal financial outlook in May 2021
and subsequently adjusted our revenue outlookin
February 2022. You can read more on page 46.

b Adjusted EBITDA as stated is before specific items,
share of post tax profits/losses of associates and joint
ventures and net non-interest retated finance
expense, as explained onpage 210.

c Adjusted measures exclude specific items, as
explained on page 209,

d Normalised free cash flow as defined on page 211.

e The numberof EE cansumer customers receiving or
capable of receiving a 5G network connection using
one or both of a 5G-enabled handset and a
5G-enabled SIM.

" BT Group Net Promoter Score (NPS)

pRimprovemeant Q

FY16 FY17 FY18 FY19 FY20 FY21 FY22

Definition

Thistracks changesin our customers’
perceptions of BT Group since we taunched the
measure in April 2016. It's a combined measure
of ‘promoters’ minus ‘detractors’ across our
business units. BT Group NPS measures the net
promoter scorein our retail business and net
satisfaction inour wholesale business.

Link to strategy

BT Group NPSincreased by 2.3 percentage
points (FY21:up 7.8 percentage points), a new
all-time high supported by strong results in
yearfor Consumer, BT SME and Global. Youcan
read more about these and our approachte
customerexperience on page 27.

Total Openreach FTTP connections

FY19  FY20  FY21

Fyaz

Definition

Thistracks how many premises are connected
to Openreach’s full fibre (FTTP)} network.

Link to strategy

A!most 1.8m customerswere connected to
Openreach’s FTTP network at 31 March 2022
{FY21:0.9m). Openreach’s full fibre footprint
reaches more than 7m homes and businesses
- morethan curcompetitors combined -and
we're on track to getto 25m premises by the

. endof 2026. You can read more about the full

fibre rollout on page 21,

Financial Year ended 31 March

Reported revenue
£m

23,723 23,428 22905 21,331 20,850

FY18  FY19  FYZ20  FY2T

Fy22

Definition

Thisis ourrevenue as reportedin ourincome
statement,

Link to strategy

Reported revenue was £20,850m (FY21;
£21,331m). The decrease was primarily due to
revenue declinesin our Enterprise and Global
units offset by growth in Openreach, with
revenua in Consumer flat. You can read more
about CFU performance on pages 52 to 53.
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Adjusted® EBITDA

. Em

7508 7,392 7907 7415 4577
FY19 Fyz21 Fy22

Definition

This measures our earnings before interest, tax,
depreciation and amortisation, specific items,
share of post tax profits/losses of associates
and joint ventures and net non-interest retated
finance expenses.

tostrategy

Adjusted® EBITDA was E7,577m (FY21:
£7,415m). Growth was driven by savings from
our modernisation programmes, tight cost
management and lower indirect commissions,
which more than offset revenue decline. You
can read more on page 48. Lease payments
are not included in adjusted® EB|TDA following
adoption of IFRS 16 Leasesin FY20,

" Adjusted® EBITDA margin

%
32% 32%  35% 35%  36%
| I I I b

’ FY19  FY20 FY21 FY22

Definition

This measuresour margin, calculated using ocur
adjusted® EBITDA and adjusted® revenue.

Linktostrategy @ @ @

Adjusted® EB{TDA margin improved 1pp to 36%
(FY21:35%). Theincrease is mainly driven by
improved adjusted® EBITDA which more than
offset the impact of the decline in revenue. You
canread more an page 48. Adjusted® EBITDA
margin from FY20 is benefited by the adoption
of IFRS 16,



Link to strategy

Each XPl measures how we're doing
against at least one of our strategic pillars.
You canread more about these, and our
progress against them, from page 18.

Total 5G connections

FY20 FY2?

FY22

Defmltlon
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1 2

Build the strongest
foundations

Percentage reductionin carbon

emissions mten5|ty % reduction o
7% 26% 43% 57% 55%

- B l I |
FY18 FY19  FY20 FY21 -
Definition

ThIS measuras the number of EE customers
connected to our 5G products.

Lmk tostrategy

Performance

Cur SG customer base keeps growmg with
5.3m EE£ customers able to connect to our

5G network at 31 March 2022 (FY21: 1.6m).
We now have 7.2m 5G ready® customers.

Wa continue to expand our 5G network which
now covers over half of the UK population.
You can read more onour 5G coverage and
roliout on page 21.

Normalised free cash flow?

£m
2,973 2,440 2,011 1,459 1,392
F¥19 FY20 Fy21 Fy22

Definition

This measures free cash flow (net cash

inflow from operating activities after capital
expenditure) after net interest paid and
payment of lease liabilities, before pension
deficit payments {including the cash tax benefit
of pension deficit payments) and specificitems.

Link to strategy @ @ @

We generated £1,392m of normalised free

cash flow®. This was down 5% from last year and
mainly reflects higher cash capital expenditure,
partially offset by higher adjusted® EBITDA and
lower tax and lease payments.

This measures performance against ourtarget
to cut carbon emissions intensity by 87% by the
end of March 2031 comparedtc FY17 levels.

It's measured by reference to tonnes of COze
{carbon dioxide equivaient) per Emvalue added
(adjusted EBITDAP plus employee costs).

Link to strategy

Against curcarbon emission intensity
reduction target this year we achieved a 55%
reduction from our baseline year (FY17). This
was down slightty on last year’s resuit of 57%,
as aresult of the rebound effect frem the
pandemic and due to anincrease in vehicle
emissions to support fibre roliout. You can find
moare information on what we're doing to tackle
environmental challenges and our journey to
net zero emissions on page 35.

Reported capital expenditure
£m

3,522 3963 3,960 4,216 5,286

FY19  FY20 Fy2t

Definition

This measures additionsto property, plant and
equipment and Intangible assets during the

ololo

Link to strategy

Reported capital expenditure was £5,286m
(FY21:£4,216m}. This was primarily driven
by investment in spectrum of £478m, and
increased full fibre and mobile network
investment.

Create standout
customer experiences

Lead the way to a bright,
sustainable future

Cumulative number of people reached
to heip improve their digitat skillsm @)

FY21

Definition

This measures the number of people we've
reached with help to improve their digital skills.

Link to strategy

At 31 March 2022 we had helped 14.7m people
improve their digital skills (FY21: 10.1m) and
we're on track to reach our target of 25m by the
and of March 2026. You can read more about
what we're doing to achieve this on page 34.

Return On Capital Emptoyed {(ROCE)
%

10.2% B6% 87%

Fy20  FY21

Definition

ROCE is adjusted earnings before interest and
tax asapercentage of equity, debt and debt-
like liabilities excluding balances associated
with tax and management of financialrisk. Fora
full definition and a reconciliation to the nearest

IFRS measure see page 210.

ROCE forthe yearwas 8.7% {FY21:8.6%). The
increase was mainly attributable to a higher
return fer the period driven by increased
operating profit, partly offset by anincreasein
capital employed attributable to our continued
investmant in full fibre.

Link to strategy
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Group performance

Alternative performance measures

We assess the performance of the group using various alternative
performance measures. As these are not defined under IFRS they are
termed ‘non-GAAP’ or ‘alternative performance’ measures, We reconcile
these to the nearest prepared measure in tine with IFRS on pages 209 to
211. The alternative performance measures we use may not be directly
comparable with similarly-titled measures used by other companies.

a Adjusted EBITDA s stated before specific items, share of post tax profits/losses of associates and joint
venlures and net non-interest related finance expense, as explained on page 210.

b Adjusted measures exctude specific itemns, as explained on page 299,

© Additions to property, plant and equigment and intangible assets in the period, excluding spectrum.

d Normalised free cash flow as defined on page 211,

e Financiaioutlook originally provided in May 2021 was updatedin February 2022 to reduce the
adjusted revenue outlook from broadly flat to down ¢.2% as a resuit of the ongoing impact of Covid-19
and supply chainissues.

Loansand other barrowings and lease Labilities (both current and non-current), less current asset
investments and cash and cash equivelents, including items which have been classified as heid for sale
onthe balance sheet. Currency denominated balances within net debt are translated to sterling at
swapped rateswhere hedged. Fair value adjustments and accrued interest applied toreflect the
effective interest method are removed. Please refer to note 26 of the consolidated financial
statements for reconciliation from nearest IFRS measurc.
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Performance

Overall our results for the vear
were in ling with cur guidance.

Reported revenue was £20,850m,

down 2% and adjusted® revenue was
£20,845m, down 2%. Revenue has grown
in Openreach, was flat in Consumer, but
declined in Enterprise and Globalasa
result of chailenging market conditions.

Adjusted® EBITDA of £7,677mwas up 2%,
with revenue decline more than offset

by lower costs from our modernisation
programmes, tight cost management,
and lower indirect commissions.

Reported profit before tax was £1,963m,
up 9% with higher adjusted® EBITDA
offsetting higher finance expenses.

Capital expenditure: of £4,807m
was up 14% primarily due to
continued higher spend on our fibre
infrastructure and mobile networks.

Normalised free cash flow? was
£1,392m, down 5% primarity dug
to higher cash capital expenditure,
partiatly offset by higher adjusted®
EBITDA and lower tax payments.

Financial outiook

We face a challenging external
environment. However, we currently have
index linked pricing across around two-
thirds of cur revenue before eliminations,
primarity in Consumer and Openreach,
which will help to mitigate the impact

of inflationary cost pressuresinlabour,
energy and the supply chain in FY23,

We continue to expect to deliver growth
in revenue and at least £7.9bn adjusted®
EBITDA in FY23, with stronger Consumer
and Openreach financials offsetting
challenges inour enterprise businesses.

Az we have said previously, capital
expenditure® in FY23 will remain
atits peak level of around £4.8bn
before spectrum costs.

Nermalised free cash flow® is

expectedtobe £1.3bnto £1.5bn.
FY23 outtook

Change in adjusted®

revenue Growth

Adjusted® EBITDA At least £7.9bn

Capital expenditure® Around £4.8bn

Normalised free

cash flow* £1.3bn-£1.5bn




Follewing completion of our sports joint
venture with Warner Bros. Discovery,
expected by the end of 2022, we expect
group revenues to reduce by £0.5bn -
£0.6bn per annum relative to FY22. We
do not expect a material impact enour
FYZ23 adjusted® EBITDA outlook. We
will confirmthe fullimpacton all our
outleok metrics following completion.

Excluding the impact of the
above joint venture, on a like-~for-
like basis we expect sustainable
revenue and adjusted? EBITDA
growth beyond FY23.

As mentioned on page 23 we have
now extended our gross annualised
cost savings target to £2.5bn

by FY25, within the expected
costto achieve of £1.3bn.

We remain confidentin the delivery of
long-term normalised free cash flow?!
growth. By the end of the decade we
expect an expansion of at least £1.5bn
innormalised free cash flow" compared
to FY22, solely from lower capital
expenditure and operating tosts as
we move towards an all-fibre, ali-1P
network. Inaddition, the moveto FTTP
will enable us to recover coppet from
our legacy network. Initial estimates
indicate that around 200k tonnes of
coppet could be recovered from our
network through the 2030s. We are
currently undertaking trials to better
understand the costs associated

with recovering this valuable asset.
These benefits are structural upsides
as the business changes, on top

of the free cash flow arising from
organic growth inrevenue and the
benefit of further transformation
efficiencies, including the additional
cost savings target, net of tax.

Dividend

We have declared a final dividend

for FY22 of 5.39 pence per share,
bringing the full year FY22 total, as
promised, to 7.70 pence per share,
and our intention is to continue with

a progressive dividend policy. Our
progressive dividend policy is to
maintain or grow the dividend each
year whilst taking into considerationa
number of factors including underlying
medium-term earnings expectations
and levels of business reinvestment.

The Board expects to continue with
this policy for future years, and to
declare two dividends per yearwith the
interim dividend being fixed at 30%
ofthe prior year’s full year dividend.

Simon Lowth

Chief Financial Officer
11 May 2022
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Change in adjusted® revenue

Adjusted® EBITDA

Capital expenditure®

Normalised free casﬁ ﬂo-w-"

Performance inline
with or better than

Financiai outlook® Result financial outlook

Downc.(2)% Down (2)% v
E7.5bn-E7.7bn ) £7.6bn \/-
© ceagen  £4.8Dbn Vv
£11bn—£1.3bn - £ 1.4bnm ----- \/ "

Revenue

£20,850m =%

21,331 20,850

Fy22

Adjusted® EBITDA

£m7,577m 2%

7415 7577

FY¥21

Fy22

FY22 Capital expenditure:

£4,807m

Profit before tax

£1,063m 2%

53%

@& Network investrent

1,804 1963

® Customerdriven
investment 23%

£ Systemsand (T 19%

Non-network
investment 5%

Fy21 FY22

Normalised free cash flow*

£1,392m =)

Net debtf

£18,009m 2207

1,459 1,392 17,802 18,009
=

Y27 FY21
Operating cash flow Earnings pershare
£m pence

AD
£5,910m %
5,963 5,910 18.9 14.8 12.89
FY21 FY21 Y21 Fy22

& Adjusted® EPS
D . . Reported EPS

BT Greupplec Annual Report 2022



48

Group performance continued

Summarised income statement

2022 2021
Yearended 31 March £m £m
Revenue ' 20,850 21,331
Operating costs® 7 7(7{%,560) (14,397)
D_e_precgtfonand amor}isation {4,405) 7 (4,3;;5
Operating profit . 2,885 2,587
-I\Jet“;i-nance expense (222) (791)
Share of post té;< profit/"d-(;;;j- of- ------- o
associates and ventures - 8
Profit before tax 1,963 1,804
Tax_ S {689) 77(3’732)
Profit for the period 1,274 1,472

Revenue

Reported revenue was down 2%, primarily due to declinesin
legacy products, tougher trading in our Enterprise and Global
divisions, handset to SIM migraticn in Consumer, the impact of
prior year divestments and foreign exchange. This was partially
offset by higher rental bases in fibre-enabled products,
relationship-driven equipment sales in Global and stronger
recurring BT Sport revenue as a result of the prior year Covid-19
induced cancellations.

You can find details of revenue by CFLl on pages 52 and 53.
Note 5 to the consolidated financial statements shows a
full breakdown of revenue by all our major product and
service categories.

! Operating costs

Repacrted operating costs were down 4%, primarily due to

¢ savings from our modernisation programmes, tight cost control
¢ and lower indirect commissions.

In May 2020 we announced the next phase of cur transformation
: fecused on simplifying our product portfolio, simplifying and

: automating our customer journeys, moving te a modern,

T modular IT architecture, and migrating customers from our
legacy networks to our modern FTTP and 5G networks.

: During FY22 we delivered gross annualised savings of £0.7bn
with a cost toachieve of £0.3bn, bringing total gross annualised
i savings over the past twoyearsto £1.5bn with a cost te achieve

¢ of £0.8bn. You canread more about how we're transforming our
. costbase and our new savings targets on page 23.

Note 6 to the consolidated financial statements shows a detailed
: breakdown of cur operating costs.

: Adjusted°EBITDA
1 Adjusted® EBITDA of £7,577m increased by 2% with the reduced
operating costs more than offsetting revenue decline.

. Youcan find details of adjusted: EBITDA by CFU on pages 52
T and 53,

Profit before tax

Reported profit before tax of £1,263m was up 9%, reflecting
i increased adjusted® EBITDA and despite increased finance
¢ expense from pension deficit movements.

. Specific items

Aswe explain on page 209, we separately identify and disclose

! thoseitemsthat in management’s judgement need to be

i disclosed by virtue of their size, nature orincidence. We call these
i specific items. Specific items are used te derive the adjusted
results as presented in the consolidated income statement.

: Adjusted results are consistent with the way that financial

i performance is measured by management and assists in

i providing an additional analysis of the reported trading

! results of the group.

Adjusted® operating costs before depreciation, amortisation and specific items
Year ended 31 March

12,500
12,000 Fy21 Labour Payments to Product Programme Other Fy22
costs telecommunications costs&sales rights charges
operaiors commissions

BT Group ple Annual Report 2022



Specificitemsresulted in a net charge after tax of £728m
(FY21:£403m}. The main components were a nettax charge
onremeasurement of deferred tax of £420m (FY21: £nil) and
restructuring charges of £347m {FY21: £421m). Note 9 to the
consolidated financial statements shows the full details of all
revenues and costs that we have treated as specific items.

Taxation

Our effective tax rate was 35.1% (FY21: 18.4%) on reported
profit which mainly reflects the remeasurement of our deferred
tax balances following the enactment of the new UK corporation
tax rate of 25% from April 2023. The corresponding adjustment
comprises a nettax charge of £420min the income statement
and a non-recurring tax credit of E298min the staterment of
comprehensive income.

than FY21 (18.6%) as we expect a large proportion of our capital
spend on fibre roliout to be eligible for the Government’s
super-deduction regime, which allows for enhanced tax relief on
gualifying capital expenditure. The super-deduction regime is
available for FY22 and FY23, driving a projected UK tax loss for
these periods, with around £5bn of tax losses expected to be
carried forward from FY23. A net UK deferred tax charge has
beenreccrded, reflecting the deferred tax liability arising on
qualifying capital expenditure, offset in part by a deferred tax
asset on the current period tax loss.

We paid income taxes globally of £52m (FY21: £288m). We paid
UK corporation tax of E£nil, benefiting from the super-deduction
noted above (FY21: £229m). We benefited £nil from tax
deductions cn employees’ pension and share schemes

(FY21: E181mj.

Qur tax expense recognised in the income statement before
specific items was £349m (FY21: £428m). We also recognised a

£430m tax charge (FY21: £1,0517m tax credit) in the statement of

comprehensive income, mainly relating to our pension scheme.

We expect our sustainable income statement effective tax rate
hefore specific items to be around the UK rate of corporation
tax, as we do most of our business in the UK.

Note 10 to the consolidated financial statements shows further
details of our tax expense, along with our key tax risks.
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i Earnings per share

Reported earnings per share was 12.9p, down 1.9p, while
© adjusted® earnings pershare increased 1.4pto 20.3p.

| Capital expenditure

Capital expenditure was £5,286m (FY21: £4,216m). The increase
: was primarily due to investment in spectrum of £478m, along

i withincreased investment in our fuil fibre and mobile network.

: Capital expenditure excluding spectrum was £4,807m.

Capital expenditure contracted but not yet spent was £1,596m
s at31March 2022 (FY21: £1,370m).

| Cashflow
| Net cash inflow from operating activities was down 1% to

The effective tax rate on adjusted® profit was 14.8%. Thisis lower £5,310m, mainly as a result of working capital movements.

: Normalised free cash flow® was down 5% to £1,392m due te
: higher cash capital expenditure partially offset by higher
adjusted EBITDAC and lower tax and lease payments.

. Yol can see a reconciliation to normalised free cash flow? from
: netcashinflow from operating activities {the most directly
comparable IFRS measure) on page 211.

The net cash cost of specific items adjusted frem normalised

: free cash flowdwas £610m (FY21: £390m), primarily relating to

i restructuring payments of £370m (FY21: £428m) and the Dixens
Carphone settlement {refer to note 9 of the consolidated

; financial statements for more details). In addition, net cash

¢ proceeds from divestments were £76m (FY21: £164m).

a Excluding depreciation and amortisation.
b Adjusted measures exclude specific items, as explained on page 209.
¢ Adjusted EBITDA iz statec before specific items, share of post tax profits/losses of

associates and jeintventures and net non-interest retated finance expense, as
explained on page 210,

d Normalised free cash flow as defined on page 211,
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Group pertormance continued

Summarised balance sheet

! The movements in the deficit for the group’s defined benefit
¢ plans are shown below:

2022 2021
Yearended 31 March Em £m
intangibte assets 13,8C% 13,357
Property, plant and equipment 20,599 19,397
Right-of-use assets 4,429 4,863
Derivative financial instruments 1,091 1,235
Cash and cash equivalents 777 1,000
Investments 2,713 3,683
Trade and other receivables 2,961 3,671
Contract assets 1,915 B e e e
Deferred tax asscts 289 880 M Deficitat Costs  Contributiens  Higher Decrease Increase Deficitat
- .- - 1 April 2021 F.EC‘OQﬂiE-Ed from BT than intabilities inliablities 31 March
Other current and non-current assets 1,191 923 inincorne expected  dueto  duets 2022
statement returnon changesin  higherthan
Total assets 49,774 50,877 ; planassets assumptions E.:xpe(.:ted
2 ? : ® Netofdeferred tax asset inflation®
Loans and other borrowings 16,185 16,685 ! @ Deferrectaxasset
Derivative financial instruments 87¢ 1,283
Trade and other payables 6,765 6,662 | Note20tothe consolidated financial statements gives more
: information on our pension arrangements.
Contract liabilities 1,003 1,092
Lease fiabilities 5,760 6152 : Netdebt®and net financialdebt
Provisions 661 715 | Netfinancial debt (which excludes lease Liabilities) at 31 March
. T oTm s s e D 9093 was £12.2bn, £0.6bn higher than at 31 March 2021
Retirementbenefitobligations 1143 5096 | (z1; 7h0y with net capital expenditure (after spectrumn refund),
Deferred tax liabilities 1,960 1,429 | pensioncentributions, net interest payments, payments of lease
Other current and non-current liabilities 130 84 !mbm‘ues and share. purch.as.e.s more than offsetting net cash
i e+ . . ) . ¢ inflow from operating activities.
Totalliabiliti 34,478 39,198 N s
otalliabiiities 4 : Net debt® (which includes lease liabilities) was £18.0bn at
Total equity 15,296 11,679  : 31 March 2022, £0.2bn higher than at 31 March 2021 (£17.8bn).
The difference to the movementin net financial debt reflects
. : lease movements.
Pensions :

The IAS 19 gross deficit has decreased from £5.1bn at 31 March
2021 to £1.1bnat 31 March 2022, Net of deferred tax, the deficit
has decreased from £4.2bn to £1.0bn.

The decrease in the gross deficit of £4.0bn since 31 March 2021
mainly reflects an increase in the real discount rate, £1.1bn of
deficit contributions paid over the period, lower assumed future
life expectancies due to an allowance for the impact of the
Covid-19 pandemic and positive asset returns. This has been
partially offset by higher inflation over the year than assumed at
31 March 2021.
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i At 31 March 2022 the group held cash and current investment

¢ balances of £3.5bn. The current portion of loans and other

i borrowings is £0.9kn; we have no term debt repayable during
FY23.Our £2.1bn facility, which matures in March 2027, remains
i undrawn at 31 March 2022,

i Gross debt translated at swap rates and excluding accrued

¢ interest and fair value adjustments was £21.5bn at 31 March
1 2022. This comprises term debt of £15.1bn, lease liabilities of
: £5.8bn and other loans cf £0.6bn.

a There has beena broadly equivalent benefit to inflation-linkad assets from higher

inflation.

b Loans and other borrowings and lease liabilities (both currentand non-current},

less current asset investments and cash and cash equivalents, Including items
which have been classified as held for sale onthe balance sheet. Currency
denaminated balancas within net debt are translated to sterling at swapped rates
where hedged. Fair value adjustmants and accrued interest applied to reflect the
effective interest method are removed. Please refer to note 26 of the consolidated
financial statements for reconciliation to the nearest IFRS measure.



Debt maturity

The graph below shows the maturity profile of our term debt.
Currency denominated balances are translated to sterling at
swapped rates where hedged:

FY26?

Fy27 B

Fv28 25% °
3.8% !
2.7%
9.6% :
3.8% :

FY34 588 48%

FY35

F¥Y36

F¥37

Fv3a 498 6,4% :

FY39

FY40 688 50% !

Fyat

Fyaz

Fr43 709 5.0%

Fva4 :

FY45

FY46

Fya7

FYag 37% |

® € debt
2 Sdebtswappedtof

“ €swappedto £

Naote 26 to the consolidated financial statements gives more
information on our debt arrangements.

28% |
22%
18% |

42% |

32% .
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i Contractual obligations and commitments

The table below shows our principal undiscounted contractual
. financial obligations and commitments at 31 March 2022,

Less Between Between More
than 1 tand3 Jand5 thans
Total year years years years
1 Asar3l Warch 2622 £m £m Em £m £
Loans and other
borrowings® 15,700 540 2,469 2,844 0,747
* Pension deficit
. obligations 7,688 294 1,572 1,562 3,560
i Lease liabilities 6,499 788 1,613 1,215 2,983
i Programme rights
: commitments 997 498 496 3 -
I Capital
¢ commitments 1,596 1,430 163 2 1
Cther
: commitments 295 295 - - -
i Total 32,775 4,645 6,213 5,626 16,291

We have unused committed borrowing facilities totalling £2.1bn.
| We expect that these resources, combined with the future cash

we generate, will allew us to settle our obligations as they

¢ falldue.

Notes 15, 20, 26 and 31 to the consclidated financial statements
give further information on these items.

Share buyback

: Wespent E184m (FY21: £14m) on our share buyback
! programme. We received proceeds of £13m (FY21: £1m)
! from colleagues exercising their share options.

a Reflects exercise of call options attached to bonds maturing between 2080 and

2081. See note 26 to the conseolidated financial statements for mare detaits.

HS Principal repayments at hadlgad rates,
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Group performance continued
Our customer-facing units

Consumer : Enterprise

2022 2021 Change Change 2022 2021 Change Change
Year ended 31 March £m £em &m % 1 Yearended 31 March £m £m £m %
Adjusted? revenue 9,858 9,885 (27) - Adjusted® revenue 5,157 5,449 (292) (53
Adjusted? operatingcosts 7,596 7,757 (161 (2) Adjusted® operating costs 3,521 3,745 (224; (63
Adjusted"EBITDA 2,262 2,128 134 6 : Adjusted® EBITDA 1,636 1,704 {68) {4)
Depreciation & Depreciation &
amortisation 1,421 1,281 140 1 i amortisation 724 740 {16) (2)
Adjusted® operating profit 841 847 {6} n Adjusted® operating profit 912 964 (52) (5)
Capital expenditure 1,198 1,082 116 1 Capital expenditure 569 492 77 16
Normalised free cash flow* 17 714 203 28 Normalised free cash flow* 791 1,352 {561} {41)

Adjusted®revenue

£9,858m

%

Adjusted® operating profit

£841m

Revenue®was broadly flat. Broadband base growth and year
on year improved sport revenue following the cancellation of
sporting fixtures last year due to Covid-19 was offset by the
ongoing decline of our legacy BT voice product and lower
postpaid mobile revenue as a consequence of reduced market
activity and continued handset to SIM-only migration.

The year showed strong EBITDA® growth reflecting our direct
channel focus with lower indirect commissions and tight cost
management. Our overall growthinthe year mecre than offset
the benefit of sports rights rebates in the prior year.

Depreciation and amortisation was up driven by higher mobile
network and customer equipment investment.

Capital expenditure was up due to higher mobile network,
equipment and digital investment.

Normalised free cash flow® was up, driven by lower mobile
handset spend, reduced sports rights payments in the current
year and higher EBITDA®, partly offset by higher capital
expenditure.

We achieved our highest ever NPS resuits for both BT and EE
consumer brands. This strong customer focus has resulted in
churn staying near record lows across fixed, broadband

and mobile.

Cur revenue growth in the fourth quarter of the vear, growing
FTTP and 5G bases, award-winning mobile network, low churn,
index linked contracts, strong brand NPS and continued
converged growth, provide us with strong foundations heading
into FY23.
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i Adjusted® revenue

£5,157m

Adjusted® operating profit

£912m

(3)%

i Revenue®decline was driven by legacy contract exits, declines
inlegacy products and the cngoing migration of an MVNO

i customer. There will be no further revenue from this MYNO

: contract in FY23. This was partially offset by upfront and che-off
¢ revenues from new contracts as wellas continued growth across
VOIP and Retail mobile revenues.

: EBITDAP was down 4%, reflecting the revenue decline, partially

: offset by tight cost control and the benefits of our medernisation
i programme. Depreciation and amortisation was down 2% for

. theyear.

Capital expenditure increased due to increased investment
: in preduct development as well as in our modernisation
: programme.

¢ Nermalised free cash flows has declined, reflecting the increase
. in capital expenditure as well as reduced EBITDA®, adverse
working capital and the prior year benefit from the monetisation
: of a non-strategic revenue stream.

. Retail order intake increased 3% to £2.7bn despite challenging
market conditions. Whoelesale order intake increased 15% to

: £1.0bn, inciuding a significant multi-data centre deal with BAI

: Communications to support their contract to deliver

¢ connectivity solutions for the London Underground. Despite

¢ growth in both our Retail and Wholesale order intake, the
ongoing challenges in the economic environment continue to

: present alevel of uncertainty in the UK B2B environment.
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Global : Openreach

2022 2021 Change Change 2022 20217 Change Change
Yearended 31 March £m £m £m % Year ended 31 March £m £m Em %
Adjusted® revenue 3,362 3731 (369) {10) Adjusted® revenue 5,441 5,244 197 4
Adjusted® operating costs 2,906 3,135 (229} (7) Adjusted® operating costs 2,262 2,307 (45) (2)
Adjusted® EBITDA 456 596 (140) (23} Adjusted® EBITDA 3,179 2,937 242 8
Depreciation & Depreciation &
amortisation 355 405 (50) 12) amortisation 1,876 1,707 169 10
Adjusted® operating profit 101 191 (20} (47) Adjusted® operating profit 1,303 1,230 73 6
Capital expenditure 201 188 13 7 Capital expenditure 2,548  2,24% 299 13
Normalised free cash flow* 131 187 (56) {30) Neormalised free cash flows 448 486 (38) (8)

Adjusted® revenue

£3,362m

Adjusted® operating profit

£10Tm
47)%

Revenue® declined by 10% primarily due to continued
challenging market conditions, the impact of pricr year
divestments, and a £166m negative foreign exchange
movement, partly offset by relationship-driven lower margin
equipment sales. Revenue® excluding divestments and foreign
exchange declined by 3% reflecting reduced customer business
activity, resulting in lower project-based spend and higher
margin change control sales.

EBITDA® declined by 23% reflecting lower revenues, the impact
of prior year divestments and a £35m negative impact from
foreign exchange, partially offset by lower operating costs from
ongoing modernisation and rigorous cost control, EBITDAE,
excluding divestments, one-offs and foreign exchange was
down by 14%.

Depreciation and ameortisation declined by 12%, mainly due to
reductions in capital investment cver the last few years.
Operating profit decreased by £90m.

Capital expenditure was up 7%. Normalised free cash flow
declined by E56m mainly reflecting lower EBITDA® and higher
capital expenditure offset by improved working capital.

Orderintake was £3.6bn, down 1% year on year. Our growth
product portfolio has continued to increase, now representing
around half of the order intake this year and revenue from our
growth portfolio, excluding divestments and foreign exchange,
increased by 7% year on year.

¢ Adjusted® revenue

£5,441m

Adjusted® operating profit

£1,303m

| Revenue® growth was driven by better trading in fibre-enabled?
products, up 9% and Ethernet, up 6%. This was partially offset

. bydeclinesinlegacy products including 183k reductions in WLR
: voice linessuppoerting FTTF lines and a decrease in chargeable
repairs, driven by lower repair volumes.

EBITDA grew 8% driven by revenue® growth and lower costs

: reflecting lower repair volumes, ongoing efficiency programmes
: and a £10m one-off, partially offset by higher FTTP provision
velume and recruitment.

Depreciation and amortisation grew £169m driven by increased
¢ fixed assets, including network and leased vehicles.

Capital expenditure grew 13%, driven by FTTP, with more

: customers connected and higher network build, partly offset by
: efficlency savings and lower non-FTTP spend. FTTP now
accounts for over half of our capital expenditure.

Normalised free cash flows declined by 8% driven by higher
: capitalinvestment, payment of the one-off team member bonus
in FY21, timing of working capital 2nd lease payables.

: We continue to see good traction on our Equinox FTTE long-

i term pricing offer, with 42 CPs now onboard. The CPs operating
i since Octoberare currently performing well against the ‘fibre
only’ take up measure.

a Adjusted measures exclude specific items, as explained on page 209.
b Adjusted (being before specificitems, share of post tax profits/iosses of associates

and joint ventures and net non-interest relateclfinance expense), as explained on
page 210.

‘¢ Freacashflow after net interest paid and payment of lease liabilities, before

pension deficit payments lincluding theircash tax benefit) and specific items as
explained on page 211.

L d FTTPR, FTTC and Gfast, including Single Order Migration.
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A letter from the Chair of Openreach

It’s fair to say it’s been another
challenging year
The pandemic continued causing

complexity and concern, while increasingly

extreme winter weather seriously tested
both our engineers and customers.

Our purpose hasn’t changed; we're the
UK’s broadband network and we're
keeping the nation connected during
these chalienging times.

With all this in mind, I'm hugely proud that
we had our best service performance for
copperand fibre products this year—
meeting or exceeding all ot Ofcom’s
quality of service standards —and driven
customer satisfaction to a record high.

We've also built our new ultrafast,
ultra-reliable full fibre network at a
record pace, reaching 50,000 premises
every week.

In execution mode

One of the main reasons forrecent success
is our crystal clear priorities.

With Ofcom’s long-term regulatory
framework now firmly established, we're no
longerin planning or investment case mode.
It’s now all eyes forward on execution.

We've been operationalising our plan

- building and upgrading millions of
custemers to our new network —and
doing that white delivering the very best
customer experience.

It’s our job to stay stable and sustainable
forourshareholder BT Group plc,
Openreach colleagues and customers,
and the nation. And I’'m pleased we’ve
made such good progress.

Build, buitd, build

Today we're building full fibre fasterand
cheaper than ever before, reaching more
than 7m premises and counting (more
than our competitors combined). We're
ontrack to get to 25m premises by the
end of 2026.

Openreach will never be just a city fibre
builder. Of course, connecting rurat
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i homesis tough, expensive and complex,
: butwe don’t want to leave anyone behind.
: We've always gone the extra mile to
¢ connect isolated communities with
inventive engineering and funding

¢ solutions —and that will continue.

. Ourplansinclude a big commitment to
rural Britain, and are fundamentalto

i the UK Government bringing ‘gigabit

i capable’ broadbandto 85% ofthe

. country by 2025.

i Driving take-up
Building our full fibre network is pointless
¢ ifcustomers don’t upgrade to it

i take-up. Our commercial offer, Equinox,
gives long-term pricing certainty for those :
¢ thatcommitto selling full fibre where it’s
: available. So far 42 CPs have signed up

¢ —Including all our largest customers.,

i Intotal, almost 1.8m homes and

! businesses are now reaping the benefits
¢ of full fibre. We’re now breaking records
onorder volumes and provisioning

: activity every week, so the strong

: customerdemand we're seeing

¢ should continue.

i Upgrading the UK

! todigital phone lines

At more than a guarter of the way through
: our build and with more customers

: upgrading than ever, we are starting to

¢ speed up work onwithdrawing our old

: copper-based network.

: We need to get customers switched to

. ali-digital guickly as we work with CPs to
. close down analogue services by the end
| of 2025.

Educating consumers about full fibre’s

: benefits will be vital, and we know we

{ must help drive digital awareness and
take-up to make sure no one is left behind.

! Investing in pecple,

i diversity andinclusion

We employ 37,000 people across the
: UK and we're proud to be the largest
i apprenticeship providerin the

i private sector.

i This year, we announced we’d be creating
: another 4,000 jobs building and

i maintaining our netwarks. We’re also

¢ aiming to retrain an extra 3,000 existing

: engineers to support customers on our

i new platform.

We've been making progress on being

: mereinclusive and diverse. Engineering
¢ has historically been dominated by white
© men. Butwe want to represent the

So we're working with CPs to drive rapid

! communities we serve better and attract

brilliant and diverse talent to boost our

creativity and innovation.

i Around 16% of our trainee recruits were

: women last year—up from 12% the

i previousyear, partly thanks to us making
thelanguage of job adverts less gendered.

: And we're going further. We have an

: ambitious new set of goals, including

! targets on ethnic minority representation,
¢ in our D&l commitments.

. Building responsibly and safely
: Asone of Britain’s largest businesses,

¢ we know we have a duty to society that’s
: continually under review —and we take

i that responsibility seriousty.

i There are lots of ways we can make
: positive changes, but perhaps the biggest
. opportunity is through our fleet.

! With more than 29,000 vehicles, we run the
! UK’s secend largest commercial van fleet.

: It helps our engineers serve customers
inevery corner of the country. Butithasa

: negative impact on the environmenttoo.So
: we're aiming to switch the majority of our

. fleet to electric or zero emissions by 2030.

We’ve already bought more than 1,000

: electric vans but there are some big

¢ challenges to overcome to reach our

i target. There needs to be a national
charging infrastructure to support people
: travelling around the country. Incentives

¢ for converting major fleets like ours need
i tostay. They’llhave a big effect on the

i second-hand market and help the UK
meet its net zero target.

. Safetyisalso abig priority. We reached an
important goal this year with all of our

¢ engineers now using new, safer ladder

1 equipmentwhich is dramatically reducing
i falls from height.

All eyes forward

i Like nothing before, the pandemic has
underlined that internet access and

¢ decent broadband are no longer a luxury
i but anecessityand showed that no one

¢ should be left behind.

The research agrees. Full fibre is faster
¢ and more reliable, and wili deliver huge
. economic, secial and environmental
benefits right across the UK.

: Wstheright thing for our business,

: shareholder, colleagues, customers and

© the nation. Qur priorities are crystal clear.
SovyoU’llcontinue to see us inexecution

! mode nextyearand beyond.

i Mike McTighe
: Chair, Openreach
1 11 May 2022



Risk management

Building trust across Bi Group
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Risk management taken seriously and done simply and consistently helps

us make the best decisions for our colleagues, customers, shareholders and
wider stakeholders in the face of uncertainty. This not only helps us protect
BT Group, but helps drive our growth.

Strong foundations built on trust

We've built our business to thrive based
on stakeholder trust. This means we must
manage risks smartly to achieve cur
ambition, deliver our strategy, support
our business model, and protect our
assets while leading the way to a bright,
sustainable future.

Our approach to risk is simpie and
consistent: we have our risk mindset and
cufture, which encapsulates our risk
process and activities and is brought
together by risk leadership and
governance, Collectively, this is our

risk management framework.

Risk mindset and culture

We engender a set of behaviours and
expectations that drive risk awareness
throughout our business activities.

itis driven by the tone from the top and
supported by our people management
systems and promotes timely and
sensible risk interventions and actions
that improve cperational integrity and
help make smart choices about risks -
being bold without being reckless.

We communicate expected behaviours te
every colleague through our code to gat
risk awareness woven into the fabric of our

training and communication, and defined
roles to formalise risk management, while
continuing to integrate risk thinking and
procedures intc key areas of decision-
making.

66

We have our risk
mindset and culture,
which encapsulates our

risk process and activities -

and is brought together
by risk leadership ond
governance.”

The Artof Risk Management

Appetite

We have a risk Appetite
statement setting out
the group's attitude to
how much risk we are
willing to take in each

: Wethenhaveactear

¢ and simple set of Rules,

. which are encoded inthe
key policies, standards

i and controls required to

! ThreelLinesofDefence

; The Three Lines of

: Defence model
establishes the roles and

i responsibilities of those
! that own and manage

GRC. These are
underpinned by appetite
metrics with upperand
lower boundaries that
set tolerances for risk.

culture. We have an ongoing programme of Risk process and activities

Qurappreoach torisk management has
i evolved over the last few years with a

. focus onmaking it clear and simple across |
¢ all business areas, facilitating learning, :
i aggregaticn, shared responses,

! consistentand efficient activities;

: and effective dot-joining.

 We divide ourrisk landscape into group
: risk categories {GRCs) of our enduring

: risks —like communications regulation

. and financial control- that will continue
: to beimportant to us over time and can
be managed consistently.

. manage our risks.

i risks in the business (1st
i line), specialist support

i and assurance functions
{ (2ndtine) and

| independent assurance
i providers (3rd line). This
: clarity and co-ordination
¢ helps provide assurance
i that these risks are

i managed effectively

i giving confidence to

i relevant stakeholders.

© Weare also constantly aware of and deal
. with specific risks and uncertainties that
arise which are significant and dynamicin

nature, our point risks and emerging risks.

¢ Foreach GRC, we have developed an

. approach that we call The ART of Risk

i Management. This year we've made good
progress in establishing the ART of Risk

. Management across each GRC, which is
¢ driving improved accountability, helping
. to monitor exposures; delivering

i assurance over the design and operation
of key controls; and providing clarity on

: actionable steps to take the right

. decisions at the right times.
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Risk management continued
Building trust across BT Group

66

Our governance
structures ensure thot
different oversight
bhodies and teadership
teams get the right
level of information
on our risk exposures
and how we are
managing them

at the right times.”

What our leaders
say about risk

BT Group plc Annual Report 2022

i Risk leadership and governance

¢ Akey factor for great risk management

. istone from the top. Our leaders visibly

: believein, support and are constantly

i engaged inrisk management throughout
© their activities, ensuring risk is considered
. inkey business processes and decisions.

. There is an Executive Committee sponsor
i for each GRC. They set out how we

© measure our exposure to that category of
i risk, how we manage it (including setting

! the right policies and controls) and ensure

. that we take the actions necessary to
achieve and maintain our target risk

. appetite and levelof control. Point and

. emergingrisks relating to each GRC are
i continuously reviewed and managed.

‘ Each GRC andthe correspending

| Executive Committee sponsorship is

i group-wide, with the aim of ensuring we
. join dots across the business and think

. aboutourrisks in a non-siloed manner.

© Each of cur units (CFUs, TUs and CUs) also

. reviews, oha periodic basis, its exposure
. inall these categories and identifies and

Philip Jansen

Chief executive

“BT Groupisforward
lcoking and innovative
but also built on trust,
which is about being
smartin the risks we
take to transform”

Marc Allera

CEQ, Consumer

“Trust is not letting our
customers down, ever.
We think about the
balance, how we can
be smart about risk and
make sure we donr't let
our customersdown”

Bas Burger

CEC, Glokal

“We delivertrust

by delivering perfect
predictability, not just
on network, cloud
and cyber security but
predominantly onthe
business outcomes
that customers are
expecting of us”

* manages the point and emerging risks
. that might affect its performance.

Our governance structures ensure

¢ that different oversight bodies and

: leadership teams get the right level of

¢ information onour risk exposures and

i how we are managing them at the right
times. This promotes robust discussion
i and prioritisation, the right monitoring,
¢ and better decision-making.

. Continuous learning and
. improvement

: Whetherit’s reviewing and adjusting risk

¢ appetite, managing new or emerging risks,
implementing action plans, working with

. new stakeholders or managing risks in new
 programmes and change initiatives, risk

¢ management is a continuous process.

! We'realso always evolving, learning and
adapting to help build the right mindset and
: culture, value-adding process and activities
: and effective leadership and governance.

i The goal however remains constant: to help
! the organisation make smarter decisions to
! protect BT Group and help drive growth.

Simon Lowth

Chief financial officer
“The leadership of the
group understands the
critical role that great
risk management, great
assurance and great
centrols play inour
long-term health

and success”

Sabine Chalmers
General counsel,
company secretary &
directorregulatory affairs
“Risk management
underpinned by cur
code setsout the
principles of how we
expectour peopleto
behave, do business
and connect forgood”



How risk aligns to strategy

Risk management forms the foundaticn
of trust whichis fundamental to our
purpose, ambition and strategy. Thisis
demonstrated by the way the GRCs align
with our assets (see pages 12to0 13) and
the strong synergies resulting from
aligning risk management to ourinternal
strategic framework and business

¢ planning and perfermance management

. processes. Strategy and risk management
. formastrong partnership to ensure

¢ information is shared and disseminated

¢ through the business in a joined-up way to
have the greatest impact, management

: consideration and engagement while

¢ reducing duplication of effort.

Emerging risk hubs

We define emerging risks as
uncertainties that have the potential

to be materially significant, but whose
causes and impacts cannot be fully
defined at present. These tend to have
maore external drivers and may manifest
over longertime herizons. Socme
examples are also shown under each
GRCinthe nextsection.

To address the more ambiguous and
cross-group impacting nature of
emerging risks, we've developeda
group of smallcross-functional teams,
or hubs, involving representatives from
risk management, strategy, finance,
operations, subject matter experts and
representatives from relevant CFUs,
TUs and CUs. These teams share
intelligence, identify potential
trade-offs or conflicts, and agree
specific actions. Actions could include
enhancing our preparedness,
monitoring specific developments or
investigating information gaps.

Joining the dots

itis essential that risks are cwned and
managed by those closest to the business
operations and there is leadership
accountability. As such, each CFU
l.eadership Team regularly brings
together their risks for review, discussion,
prioritisation, ownership and action,

These risks are then categorised by GRC
to give a line of sight and enable broacler
themes and trends to be identified. This

Geopolitics

Climate &
environment

Responsible
technology

Policy and
regulation

Disruptive

technology

. helps us join the dots and understand the
: potential overallimpactand enablea
. consistent and coordinated response.

To help facilitate this dot joining, we have
: rolled out a newdigital risk management
i toolwhich we call ARTEMIS, This provides :
! real-time access torisk and assurance :
information and minimises our reporting
: burden so that we can focus onthe right
¢ behaviours, have the right conversations
: and take the right actions.
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- Risk monagement forms
« the foundation of trust

- which is fundamentaol
o our ambition and
strategy.”

Geopolitical uncertainty

The situation is dynamic and fast moving
butthe Russian invasion of Ukraine poses
aserious threat to the global security
order and liberai democracy. This raises
and intensifies many specific areas of risk
including but not limited to:

» the safety and security of our
colleagues inthe region

+ the possibility that retaliatory cyber
attacks could affect our networks and
data, orthose of ourcustomers

» theimpact onourdirectand indirect
supply chain

* the wider economic uncertainty,
particularly on inflaticn and cost
of living.

Aswell as standing up teams to manage
the coordination of operational activities
and ensure compliance with the new
sanctions, the Executive Committee is
meeting regularly to review potential
second crder and longerterm impacts,
agree policy positions and consider
strategicissues.
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Our principal risks and uncertainties

Our principal risks set out in the following pages align with our GRCs.
While these categories are enduring, each contains numerous point and
emerging risks, examples of which are noted. GRCs are further categorised
as Strategic, Financial, Compliance or Operational.

Strategic

Strategy, technology, and competition

Sponsor: Chicf financial officer

What this categery covers

Whilst developing and executing a strategy that meets changing
customer expectations and grows value for all our stakeholders,
we must manage risks around aon uncertain economic context,
intensifying competition, and rapid technologicai change.

Key factors we consider in this category

» Changesinthe economic context, competitive and technology

landscape orin customer needs could impact our market
share, revenue, profit, shareholder value and reputation.

Pursuing the wrong strategy or not having the strategy
reflected 'n the business plan would impact our ability to
compete inthe market.

= Not executing against the strategy could im't our ability to
transform and create sustainable value over the long term.

Some of the things we do to manage it

» Extensive monitaring, research and analysis of economic,
market, competitor and technolcgy trends combined with
listening and engaging with customers for meaningful trends
and insights.

* Ongoing investment in our networks, solutions and customer
service to provide the best possible cutcomes and experience
for our customers,

* Frequent Executive Committee and Board reviews of
performance against strategic priorities and targets.
Example point risks in this category

* Dropin consumer and business confidence as a result of the
escalating geopolitical situation, pressure on the economy and
cost of living and potential resurgence in Covid-19.

Slower than expected recovery in the enterprise and global
markets adding pressure on revenue.

L]

increasing competition, particularly in the fixed infrastructure
market.
Example emerging risks in this category

* New disruptive technologies which substitute our networks/
products.

« Significant changes in the market structure which could limit
our ability to compete.
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. Stakeholder management
: Sponsor: Corporate affairs director

What this category covers

Stokeholder management is essential for us to achieve our

¢ ambition built on trust. We must listen, and communicate with
i our key stakeholder groups in o fair and transparent way, to

: establish and maintain strong, sustainable relationships.

i Key factors we consider in this category

The management of our reputation and perceived
trustworthiness is a broad topie, within which certain
stakeholder relationships may require additional focus.

Ineffective management of stakeholders’ expectations or
failure to anticipate potential impacts upon them and the
communities we serve might damage their trustin us.

Particularly sensitive topics considered include network plans,
customer fairness, net neutrality, responsible use of
technology, environment, social and governance factors,
human rights and industrial relations.

Some of the things we do to manage it

+ Media monitoring, evaluation and tracking our reputation

across cur main stakehelder groups to inform cur plans.

Proactively engaging with key stakeholders to build stronger
relationships, better understanding of risks and exploring
mere positive outcomes for BT Group ina fair and transparent
way.

+ Centralised coordination of media, pelitical and speaking

engagements, and press releases and market announcements
which are overseen by the Disclosure Committee.

» OurManifesto (see pages 32 to 33) sets out our priorities and

commitment to enabling growth through technology that is
responsible, sustainable and inclusive. This has Board-leve!
governance provided by the Digital impact & Sustainability
Committee.

Example point risks in this category

¢ Fullfibre build commitments and rural connectivity.

* Impact of inflation and cost of living on consumers.

» Growing focus on the digital divide and its implications.

* Managing the interests of allinvestors and giving due regard to

all stakeholders.

Example emerging risks in this category

» Climate change agenda and perceptions of our sector’srolein

carbon emissions.

s Misinformation on 5G health concerns,
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Financial

Financing
Sponsor: Chief financial officer

What this category covers

We rely on cash generated by business performance
supptemented by capital markets, credit facilities and cash
bolances to finunce operations, pension scheme, dividends and
debtrepayment.

Key factors we consider in this category

» Financing is the risk that we cannot fund our business cash
flows or meet our payment commitments.

+ This could be caused by not generating encugh cash, inability
to refinance existing deht, being unable to access capital
markets, or a big increase in our pension scheme chbligations.

Some of the things we do to manage it

¢ Regularly reviewing actual and forecast cash flow performance.

Undertaking treasury risk management processes, Board
oversight, delegated approvals, and lender relationship
management.

Performing regular viability assessments and conducting
scenario analyses.

Analysing our pension schemes’ funding position and
investment performance regularly, negotiating funding
valuations and reviewing de-risking oppoertunities.

Example point risks in this category

= Market disruption and economic downturn caused by Covid-19

and the geopolitical situation.
s Our credit rating being downgraded.
= Anincrease inour pension deficit.

Example emerging risks in this category

« Review of pension funding legislation and regulations, risking
bigger pension liabilities or giving us less time to make deficit
payments.

+ Future debt capital markets might not suit all cur debt needs.

- Financial control
i Sponsor: Chief financial officer

What this category covers

We have in place finonciat controls to prevent fraud (including
: misappropriction of assets) and to repert accurately; foilure to
: do this could result in material financial losses or couse us to

i misrepresent our financial position, undermining trust and
damaging our reputation.

Key factors we consider in this category

Our financial controls provide financial planning and
budgetary discipline, transaction processing efficiency, and
reporting accuracy while reducing the risk of fraud, leakage
and errors.

We could fail ta apply the correct accounting principles
and treatment in producing the income statement, balance
sheet and equity statement which could resultin financial
misstatement, fines, legal disputes and damage

our reputation.

Failure to apply appropriate tax processes could resultin BT
Group missing its tax compliance or reporting obligations and
facing challenge and fines from tax authorities.

Some of the things we do to manage it

- Maintaining an internal controls framework with clear

accountability and delegations across the three lines
of defence,

+ Performing guarterly control attestations.

Conducting annual testing covering all key controts, including
relevant IT general controls.

+ Taxrisk management processes and training.

Continuing to enhance processes, systems, controls, and the
operating model, forinstance by investing in enterprise-wide
platforms to deliverimproved and automated accounting
and controls.

Example pointrisks in this category

» Failing to simplify and modernise our finance processes and
operating model could make it harder for us to be agile,
proactive and customer centric.

» Sophisticated or cumulative low-level fraud schemes could
remain undetected.

. » Impact of complex legacy systems on our internal controls.

!+ Complex and changing international tax regulations and

requirements from different tax authorities.

Exampie emerging risks in this category

» Changes to controls framework requirements resulting from
changesinregulation and legislation.

+ Opportunities and risks associated with Robetic Process
Automation applied to financial controls.

s Higher propensity for fraudulent behaviour caused by
increasing cost of living.
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Our principal risks and uncertainties continued

Compliance

Communications regulation
Sponsor:General counsel, company secretary & director
regulatory affairs

What this category covers

We work with key regulaters as they define clear, predictable,
ound proportionate regulations that protect customers and
society while ensuring service providers can compete fairly.
We then must work in compliance with these regulations,
maintain trust and strong relationships while delivering

on our vision and sustainable value growth.

Key factors we consider in this category

Areas of non-compliance or weak controls could result in
increased regulatory challenge and formal investigations
which could lead to reputational damage, fines and/or [oss
of licences,

Strained regulatory relationships reduce our ability to
influence regulatery decisions which could position BT Group
at a disadvantage relative to competitors.

Unsupportive regulation could impact our ability to invest
at pace and scale in our full fibre rollout, 5G, and converged

connectivity; and restrict our ahility to Tnnovate whilst doing so.
.+ Continuously operating and enhancing our data governance

Key areas that could result in regulatory scrutiny include billing
accuracy, majorsystem resilience, customer complaints,
support for vulnerable customers, migration away from legacy
services, and effectiveness dealing with majorincidents.

Some of the things we do to manage it

ondifferent policy topics.

Ensuring fairness in customer experiences, for example when

moving customers on to our new networks and interacting with :

vulnerable customers.

* Maintaining processes so that we follow regulations carefully,
building trust and enabling positive future dialogue with
policymakers.

* Making sure the Commitments are always front of mind for all
colizagues, including training those in high-risk roles.

Supplying timely and accurate information to our regulators
where required.
Example pointrisks in this category

« Inability to demonstrate compliance to new commitments and
regulations such as customer fairness,

« Theregulatory environment shifts to favour or support
expansicn of new market participants.

» Challengesin shutting down our legacy networks.

Example emerging risks inthis category

» Regulation not keeping pace with the changing economics in
the value chain affecting our ability to compete.
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Proactively engaging with our reguiators at different levels and

Data

i Sponsor: Chief digital and innovation officer

What this category covers

Our data strategy seeks to create value and enable efficiency

: while providing o robust framework for datc governance and

: regulatory compliance. We must ensure the entire organisation
i follows applicable dota regulations while anticipating ond
adequately preparing for future ones,

Key factors we consider in this category

* We must be vigilant in protecting alltypes of data including

high velumes of sensitive customer data, colleague and
personal data. All must all be appropriately risk assessed,
classified and managed.

« Failing to comply with global data protection laws or

regulaticns that apply to us could damage our reputation,
affect our stakeholders’ trust in us and harm our colleagues,
customers and suppliers.

+ [talso means that we could face potentiallitigation and fines

and penalties.

Some of the things we do to manage it

programme to tackle existing and future data regulatory risks.

Reviewing the use of perscnal data across the business to
make sure our data protection policies are followed.

* Running data protection and data handling training, and

providing tools te help cur colleagues make better, more risk
aware day-to-day decisions.

+ Monitoring the post-Brexit regulatory landscape and making

contingency plans to keep data flowing where it's needed.

Example point risks in this category

+ The UK losing data adequacy status from the EU.
« Preventing data loss in remote working environments.

« Complying with data protection laws and regulations, while

seeking innovative uses fordata.

Example emerging risks in this category

* Changes to data protection laws and regulations that apply to

us wherever we operate.

: » Increased regulatory focus on governance and ethics around

clata propositions and processes.
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Legal compliance
Sponsor: General counsel, company secretary & director
regulatory affairs

What this category covers

We seek to remain compliont with all substantive laws. Key areas .
. proposition regulated by the FCA. This is expected to scale-up
i and brogden aut in the coming years. As such EE must meet all
applicable FCA principles, rules and reguirements.

of compliance actwrty surround taws relating to anti-bribery and
corruption, competition, trade sanctions, export controls and
corporate governance obligations.

Key factors we considerin this category

Serious breaches of legal compliance can take place in many
forms and can arise anywhere including but not limited to
higher risk regions, countries and transactions as well as

on complex matters and those where there is high pressure
to deliver.

Serious breaches could lead to prosecution, litigationorto a
regulator stepping in, all of which might lead to fines or affect
our ability to operate, especially if the breaches were deemed
criminal and could adversely impact our reputation.

This means, where appropriate, we take bold, evidenced, and
defensible decisions around how we comply to applicable laws
while empowering the business to take advantage of
commercial opportunities.

Some of the things we do to manage it

Through our code we foster a culture where colleagues know
the standards expected and can speak up if something's
not right.

Assessing risks regularly when providing legal or compliance
advice on strategic projects, signing new business, and
commercial operations.

Scanning the horizon te prepare for legislative changes and
developing policies to address them.

Providing training to colleagues so they know where legal and
compliance risks come from, and how to handle them orto get
expert help to handle them,

Carrying out monitoring and assurance on day-to-day
operations, regions, partners, projects and suppliers.
Anomalies are investigated and remedied with learnings
shared, where appropriate.

Exampte point risks in this category

* Rapidly changing international trade sanctions arising due to
the Russian invasicn of Ukraine,

* New technologies being exploited in multiple countries.

* Working with third parties in multiple jurisdictions.

Example emerging risks in this category

= Changes to existing or potential new laws which may be put in
place nresponse to geopolitical dynamics (for example new
trade sanctions) or to address concerns in a particular area
of law.

: Financial services
: Sponsor: CEQ, Consumer

What this category covers

i BT Group has had very limited exposure to financial services

reguiation, but it recently lounched, through EE, o mass-market

Key factors we consider in this category

Our products, services and activities including those provided
by subsidiaries, local business partners and franchisees could
lead to poor outcomes for customers.

Establishing new organisational and operational capabilities
that understand, interpret, and manage compliance with
regulatory requirements to enable launch of new FCA
regulated services.

Operating outside FCA rules, requirements or permissions
could lead to customer harm, fines, loss of FCA permissions,
pooradoption of new services and broader reputational
damage.

Some of the things we do to manage it

Operate a second line compliance team to provide support
and oversight.

Review and update relevant policies and standards annually
with controls implemented into operational precedures.

Mandatory colleague training of relevant FCA and other
regulatory requirements aligned tc job roles.

Operate a breach reporting process to review, investigate and
report events within required timelines.

Undertake new and existing financial services product reviews
and financial product promotion reviews as part of the
development cycle and annually thereafter.

Horizan scanning and Tnterpretation of new regulatory
requirements, maintaining regular ccmmunication with
the regulator.

Applying a proportionate governance framework to provide
clear responsibility, accountability and reporting.

Example point risksin this category

Project resources and operational capability to deliver planned
rollout of compliant financial service preducts.

Organisation design to support financial services strategy
across BT Group.

Additional operational reguirements expected from new FCA
requirements around Consumer Duty.

Example emerging risks in this category

Potential changes to regulatery perimeter relating to Buy Now
Pay Later and shert-term interest-free credit.
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Our principal risks and uncertainties continued

Operational

Service interruption
Sponsor: Chief technology cfficer

What this category covers

Our aimis to deliver best in class network performance across
fixed und mobile networks and IT. This involves managing alk
risks thot could disrupt the services we provide.

Key factors we considerin this category

* Service interruptions may be caused by various external
factors such as, but not limited to, adverse weather conditions
and accidental orintentional damadge to ourassets.

» The impact of poorly planned or executed maintenance and
upgrade changes on aur networks and IT can contribute to
service interruptions.

+ Someservice interruptions may depend on the reliability of our

suppliers and partners, highlighting the importance of
selecting the right partners and maintaining effective
relationships.

The quality of our incident response and recovery helps us
minimise the effect of service interryptions. A risk-based
approach is needed to minimise customerimpacts (for
example prioritising essential services),

Some of the things we do to manage it

» Continucus capacity planning, asset lifecycle management,
monitoring of our network, assets and services.

+ Responding quickly and prefessionally to incidents and
reducing their impact through geographically dispersad
emergency response teams while communicating effectively
with customers.

* Comprehensive testing and change management processes.

Regularly conducting business impact assessments that feed
into business continuity and disaster recovery plans which are
tested and kept up {o date.

Operational planning to improve network and IT resilience,

severe weather events.

Exampie point risks in this category

» Globalshertage of silicon chips and other key components
affected by Covid-19 and geopolitics.

» Managing service impacts of wider strategic decisions to alter

the makeup of vendors (for example adapting to governmental

decisions around Huawei).

Ability to transform BT Group and our technology without
disrupting service to our customers.

Example emerging risks in this category

» Longer-term climate change causing increased frequency and
severity of flooding across the UK, impacting service reliability.
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Cyber security

* Sponsor: Chief technology officer

| What this category covers

Our dimis to protect BT Group, aur colleagues and our customers
: from harm and financial loss caused by cyber security events.

! We adapt our security posture and controls accordingly to
detect and respond robustly to the evolving threat.

Key factors we consider in this category

* As a provider of critical national infrastructure, a cyber attack

could lead to disruption for our customers and the country and
data could be compromised.

+ A poorly managed cyber event could lead to financial loss and

reputational harm followed by a sustained loss of market share
and could prompt intervention by a regulator who could
impose fines or penalties.

Failure to live up to regulatory, custormer and other stakeholder
expectations related to cyber security could weaken our
reputationin the marketplace.

Some of the things we do to manage it

* Implementing best practice security policies, toals and

processes to protect our applicaticns, systems and networks.

» Monitoring external threats and gathering intelligence on

evolving cyber techniques, tactics and capabhilities.

» Maintaining a vigilant security posture to quickly detectand

respond to cyber risks before they become incidents.

* Promoting geod security ‘*hygiene’ and behaviourin our

colleagues, through communications, campaigns and training.

« Continuingto invest in our cyber defences and security tooling,

fostering effective partnerships with industry, government and
customers, and empowering our first line of defence to
discharge their responsibilities.

Example point risks in this category

including our ability to mitigate for a greater frequency of more * Cyberattacks from nation states, including Russia, targeting

critical national infrastructure.

* Being exposed to suppliers with security vulnerabilities.
* Relying on externally hosted cloud services.

i « Requirement ta comply with the Telecommunications

(Security) Act 2021.

Example emerging risks in this category

* Aland machine learning being weaponised as security threats,

i = Growing numbers of connected home devices need more

focus on protecting customers.
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Transformation delivery . People
Sponsor: Chief financial officer ! Sponsor; HR director

What this category covers What this category covers

Our cotleagues are central to delivering our ambition and

: our people strategy aims to enable a culture where everyone

¢ can be their best. This means we must manage risk around our
i erganisational structure, skills and capabilities, engagement

We are accelerating transformation delivery to build o simpler,
more efficient end dynamic BT Group through radically
modernising and simplifying our iT architecture; simplifying and
refining our product portfolio; migrating to next-generation
strategic networks; unlocking cost efficiencies by implementing

better, more agile ways of working; being customer-obsessed and

redefining our digital journeys, outomating our processes and using

Al capabhilities.

Key factors we consider in this category

Failing to deliver our externally communicated transformaticn
ambitions will aclversely impact our efficiency, financial
performance, and customer experience while impacting
reputation.

Our challenge is to simplify and modernise our product
partfolio, reduce dependence on out-of-date products and
deliver smart, differentiated solutions and outcomes.

Transforming our customer journeys reduces the risk of us
being a laggard on customer and colleague experiences,
ensuring we are providing outstanding digital channrels,
services and experiences.

Delivering automated, digitised and Al-driven processes
reduces the risk of us not keing able to realise efficiencies and
reduce the cost base.

Shutting down legacy IT and migrating customers onto
strategic networks allows us to operate on modern digital
platforms and be the market leaderin FTTP and 5G.

Some of the things we do to manage it

* We arereinvesting in building digital and data capability, to
reduce costs and drive revenue growth — ensuring that we have
the right resources to deliver change effectively.

Having a strong governance model with clear ownership by
senior leaders of the operational and financial cutcomes that
need tc be delivered.

Raobust tracking and reporting using financial and non-
financial measures to make sure we generate value.

being prioritised to those programmes delivering the most
strategic value.

Collaborating across the group in a way that properly reflects
ourcustomers’ end-to-end journeys.

Example point risks in this category

* Delivery of enablers such as strategic architecture.

+ Managing complex interdependencies and the migration of
the final customersin order to close legacy IT and networks.

+ Delivering the volume of change at pace whilst remaining
focussed on reducing the cost base.
Example emerging risks in this category

* Changing external environment impacting the size, scale and
speed of transformation required to deliver our strategy.

Quarterly performance governance model to ensure fundingis |

© and cutture, wellbeing and the diversity of our workforce.

Key factors we consider in this category

To attract and retain the right talent in the right places foran
crganisation as large and complexas BT Group, we need to
have effective strategic woerkforce planning.

Day-to-day people management activities include managing

a high quantum of recruitment, onboarding and terminations,

processing payroll and provisioning access to relevant training
and development opportunities.

Failure to engage the workforce, ensure their health and
wellbeing, manage industrial relations and create a diverse and
inclusive workplace could impact our performance, customer
service and transformation ambiticns.

Some of the things we do to manage it

DA group people strategy underpinned by a workforce plan.

Aligned performance goals and performance management
review processes cascaded through clear organisation
structures, roles and job descriptions.

Skills and capabilities assessment, investing in group-wide
workforce and talent planning, providing wellbeing support
and unlimited training and development, with both role-
specific and future skills in mind and a succession planning
process,

.

A D&l strategy to raise awareness, address bias and promote
People Networks and support.

Listening to colleagues through employee engagement and
surveys, town halls or social platforms, and maintaining close
relationships with formal employee representative groups
and unions.

»

Providing fair, competitive, and sustainable remuneration to
colleagues that promotes smart risk taking, supports
engagement and retention and aligns colieagues’ interests
with those of shareholders.

Example point risks in this category

* Social disruption and challenges around post-pandemic return

toworkplaces.

» Skills gaps arising frem changes towards a digital erganisation.

e Widening gap between cost of living and wage inflation

potentially leading to industrial action.

Example emerging risks in this category

* Long-term social and workplace changes.

* Growing colleague activism on social or environmental topics.
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Our principal risks and uncertainties continued

Operational

Health, safety and environment
Sponsor: Chief technology officer

What this category covers

BT Group has diverse operations in various locations and working
¢ that contribute to our business performance and growth. These

¢ include winning and retaining major private and public sector

i controcts in o highly competitive and dynamic environment,

i while novigoting customer relationships and risk around complex
ngreements, delivering highly sensitive, critical or essential

: services globally.

environments that can pose a heaith, safety and environment
risk to our colleayues, pur lners, or the public. We hove o duty of
care to maoke sure our colleagues and partners are sofe and
healthy, ond perform at their best while managing hazords that
could cause harm.

Key factors we consider in this category

» Certain high hazard operations such as occupational road risk,
working with high voltage electricity, electro-magnetic fields,
lasers, aerial rigging, ¢ivil engineering works (road works and
constructicn), highway and railway operations, high pressure
pipelines, manual handling and hazardous substances.

*» Not promoting and embedding suitable safety management
and environmental management systems incorporating
continual improvement willimpact our ability to establish
and maintain a safe and compliant business, protecting ocur
colleagues at work.

+ |neffective health and safety and environmental standards
could result in legal and financial penalties, subsequent
reputational and commercial damage with the potential to
restrict future enterprise projects.

Some of the things we do to manage jt

* Group Policy Statements which are underpinned by minimum
standards, and a safety framework, which are reflectedin
ourcode.

Training cur colleagues and ensuring they are clear on their
role and accountabilities with regards to health, safety and
environmental practices.

L]

Monitoring our colleagues’ health and safety through surveys
and focus groups, supported by a dedicated portal.

» Lising an electronic incident reporting system to monitorand
evaluate our performance on health and safety.

Example point risks in this category

* Covid-19related risks.

* Civiland construction werk supporting fibre rollout.

» Inspection and replacement programme for defective
telegraph poles.

» Keeping our sites clean, tidy and environmentally safe.

Example emerging risks in this category

* Theleng-term health effects of lengthy periods of social
restriction and limited mobility as we emerge from the
pandemic.

+ Future compliance with developing regulation related to
commercial use of drones.
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i Major customer contracts
! Sponsor: Chief executive

What this category covers

BT Group offers and delivers o diverse mix of major contracts

Key factors we consider in this category

BT Group’s strateqgy, products, services and target markets
must align with the needs of our major customers te pursue
and win new customer contracts ina dynamic and flercely
competitive environment.

Customer contractual terms can be onerous and unfavourable
if they are challenging to meet, and could lead to delays,
penalties and disputes. This is particularly prevalent in public
sector contracts.

Delivery and service failures against cbligations and
commitments could damage our brand and reputaticn,
particularly if they affected critical infrastructure contracts or
security and data protection services.

Failure to effectively manage contract exits, migrations,
renewals and disputes can erode profit margins and affect
future customer relationships.

Some of the things we do to manage it

« Aclear governance framework to assess new business
cpportunities, manage the bid process, and moniterin-{ife
contract risks.

As part of the bid process, non-standard unfavourable terms
and conditions are assessed and mitigations put in place where
appropriate.

A cycle of regular contract reviews led by senior management
and a separate review team.

Using advanced contract and obligation management tocls to
support frontline contract managers,

Example point risks in this category

¢ Customerinvestment and proecurement delays due to

Covid-19, macroeconomic and geopolitical conflicts.

+ Specific project execution especially when Involving complex,

sensitive, or new technologies.

Example emerging risks in this category

» Inability to pivotif macreeconomic factors affect government
and cther customers’ IT budgets.

* Legislative changes to be made to procurement regulations
following Brexit.
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Supply management
: Sponsor: Chief financial officer

Customer service
Spensor: CEOQ, Consumer

What this category covers What this category covers

The successful selection, onboording and in-life management of
: suppliersis essentiol to our delivery of quality products and

1 services. We use a large quantum of suppliers und must make

. decisions on concentration, capability, resilience, security, costs
! and broader issues that could impact our reputation.

Cur aim is to provide our customers with stand out service so we
can build personal and enduring relationships while toking extra
care with our vulnerable customers. We aim to maintain
customer satisfaction while continuing to migrate customers
from legacy products to newer proclucts and services, white

maintaining billing aceuracy.

Key factors we consider in this category

Failing to continuously digitise and improve our customer
experience could negatively affect customer satisfaction and
retention, colleague pride and advocacy, our group revenues
and brand value.

Centralto this is being accurate and competitive with our
pricing, billing, and collection, managing the lifecycle of all our
products and services, managing inventory and supply chain,
and operating in compliance with customer obligations and
preduct and service standards.

* We must also take particular care for vulnerable customers
and handle customer complaints empathetically.
Some of the things we do to manage it

* Delivering onour promises about the service levels customers
should expect from us and tracking a range of custemer
experience performance metrics.

Planning with all our suppliers how we’ll manage ongoing
relationships and risks (for example the impact of a potential
future pandemic resurgence).

Piloting schemes and testing customer equipment to minimise
the impact of new hardware, services or platforms.

* Making sure we won't be short on key skills by following a
colleague retention and skills development plan.
Example point risks in this category

+ Ability to fully migrate from legacy services to new service
platforms.

* Challengesinretaining and recruiting current and future
skill sets.

Example emerging risks in this category
s Long-term changesin customer needs and expectations.

Key factors we consider in this category

Our reputation is entrusted to our suppliers. We must make
sustainable and strategic sourcing decisions that affect the
value and quality of the products and services we provide to
our customers.

As such, we must select and onboard the right suppliers across
aspectrum of decision criteria including financial, operaticnal,
security, environmental, ethical, diversity and reputational
perspectives.

This risk includes in-life management of complex contracts,
performance and obligation delivery, compliance, payments,
supplier records and relationship management.

Some of the things we do to mapage it

Ce A sourcing strategy with different approaches by category,

standard terms and conditions and controls ta ensure
purchase decisions are made efficiently and effectively.

+ Comprehensive supplier due diligence process, contract

management, on-boarding and in-life assessment systems.

Supplier risk management, performance monitoring, renewals,
and terminations processes.

Demand planning and forecasting, inventory management
and stock counts to ensure supplies are available as needed.

+ Assurance over whether the goods and services we buy are
made, delivered and disposed of in a responsible way including
monitoring energy use, labour standards and environmental,
social and governance impacts.

Example point risks in this category

* Inflationary pressure through the entire supply chain.

Ce Disruption due to worldwide shortages of critical supplies

driven by Covid-19, geopolitics or other localised events.
* Resilience and market power of single-source vendors.
* Supplier-related cyber and data security threats.

Example emerging risks in thiscategory

* Beingsure of ethical business practices across our whole
supply chain.

+ Reliance and exposure to China market volatility and
geopolitics.
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Task Force on Climate-related Financial Disclosures

We analyse and report on what we’re doing to understand and manage
the impact of climate-related risks and opportunities on BT Group.

This section contains details of our compliance with the recommendations
of the Task Force on Climate-related Financial Disclosures (TCFD)

in this ared (our ‘TCFD statement’).

As apremium listed company, we're
reqeired to report under FCA Listing Rule
LR 9.8.6(8} on ourcompliance with the
TCFD framework on a ‘comply or explain’
basis. This year is the first year of
mandatory disclosure, but we've been

making voluntary statements since FY20.

We consider the climate-refated
financial disclosures that follow to be
consistent with the TCFD framework
and therefore compliant with Listing
Rule 9.8.6(8), save for certain items
which we summarise on page 68.

Where relevant our disclosures have
taken into account TCFD guidance on
materiality of information inregard to
Strategy and Metrics and Targets®.
Climate-related disclosures are
integrated throughout the Annual
Report, so insome areas we’ve cross-
referenced to another section
containing the relevant information.
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i Ourclimate change governance

. The Board has overall responsibility for
. how we identify and manage climate-

¢ related risks, delegated to the Digital

| impact & Sustainability Committee which
. oversees our climate change strategy,

| programme and goals and is chaired hy

. non-executive directer Leena Nair.

The Executive Committeesets

. operational strategy on climate change
i and sustainability and monitors the

. associated risks, supported by our digital
{ impact and sustainability team,

1 Qur Group Environment Board manages
. day-to-day climate-related compliance
. and risk issues on behalf of the Executive
Committee, reporting back regutarly.

: @ Read more onour climate governance an

page 97,

Risk management

A structured and consistent
! approach to risk management

: QOurrisk management framework heipsus
. assess, manage, monitor and act on risks

i around us successfully delivering cur
strategic objectives.

: Welock at potential impacts using

i quantitative and qualitative measures.

i Theseinclude our revenues and market
: capitalisation, customer experience,

: stakeholder perception, and/or the
 amount of senior management time we
i have to divert to address an issue. This

i enables us to determine the relative

: materiality of a risk.

! Identifying, assessing and
¢ integrating climate-related risks

: Weinclude risks around climate changs in
i ourrisk management framework. We've

¢ included them in several GRCs, including

¢ service interruption (physical assets),
supply management (supply chain) and

: stakeholder management (reputation).

! Youcanread more about these GRCs on

: pages 62,65 and 58 respectively.

We regularly review and report on risks in
: each category. The Executive Committee
i and Audit & Risk Committee regularly

i review reports on risks in each GRC on a
rotational basis. Our internal audit team

: assesses the effectiveness of our risk

! managementand internal controlson a

. risk-assessed basis and report findings to
! the Audit & Risk Committee.

This year we broughtin an external senior
: climate expert to discuss climate change

¢ with cur senior management team.

We also had a briefing session witha

: number of risk owners to deepen their

¢ understanding of climate change risks.

. The session was part of a risk ‘hub’ looking
© atthe emerging climate-related risks and
opportunities we could face and including
¢ the findings in our GRCs and advancing

: thiswork inthe year ahead.

Managing the different risks of
: climate change

i Day-to-day, we manage climate-related
risks inthe parts of our business they

: might affect. As an example, BT Sourced
i carries cut checks to measure suppliers’

: energy use and environmentalimpact.

i Deciding how to mitigate or control a risk
depends onitsimpact and likelihood.

. Soforexample we’re investing in flood

i defences because increased fleoding

i could have a big effect on us.

Youcanread more an our risk management
: framework onpages 55 to 57.



Climate change strategy

Considering climate risks along
different time horizons

We think about climate-related risks
along short (0-3 years), medium

(3-5 years) and long-term (5-20 years)
time horizons.

Short-term, we factor physicalrisks like

plans each year (and often over many
years). This helps us adaptand reduce
their impact on our business and
value chain.

Qur medium-term herizon is aligned to
our financial planning process, enabling
us toinvest in things like adopting electric
vehicles into our fleet.

Our leng-term horizon ties into the
investment timeframes for strategic
assets like our networks, It also influences
ourstrategy, targets and plans on how to
respond tc the bigger risks and bigger
transition implications of climate change.
We also undertake scenario planning for
climate risks over longer timeframes -

up to 205C and beyond.

There are a lot of physical and transition
risks which could apply to us, which we
track closely. Based on how we've
responded to physical and transition risks
we don't deem these risks to be material
at present, but we keep this under review
as part of our ongoing review and
assessment of climate risks.

Embedding climate-related risks
and opportunities into our strategy

Climate is a core part of our strategic
framework, covered in our ‘Lead the way
to a bright, sustainable future’ pillar.

Of course, externallegal and regulatory
changes play a partin our climate
strategy —like phasing out new petrol
and dieselvehicle sales in the LK.

We have some ambitious strategic
and financial targets, all aiming to
decarbonise cur operations and value
chain and ultimately reach net zero.

With Accenture, we published research
which decouples ICT sector carbon
emissions from expected growth in data
trafficb. [t also looked at opportunities
for sustainable technologies to drive big
cuts in other sectors’ carbon footprints
{which will be more critical than everin
the nextdecade).

: Toshow our commitment to this, we

¢ setanew target to help customers avoid
: 60mtonnes of CO.e by 2030, based on

¢ shifting them to technologies like FTTP,
5G, cloud computing and {oT.

@ Far more onour climate strategy, see page 35,

' Being resilient to

. climate-related risks

oodi i i :
flooding and higher temperatures into our * we use |CHD's ditferent reterence

* scenarios to review climate-related risks
¢ around transitioning to a lower-carbon
economy and the physical impacts of

: climate change.

© Ouranalysis is based on a core scenaric

{ (2°C+t03°C heating) that we think is most
¢ likely. We've also reviewed more extreme
: ‘what if?* transition and physical scenarios
¢ (1.5°C and 4°C heating) to assess the
. potential financial impact of climate

i change on usin 2030 and 2050°.

: Responding to our

i main physical risks

¢ Flooding: Last year we analysed possible
. risks from large-scale flooding at 150

! business-critical sites (based on the
Envircnment Agency’s Extreme Flood

¢ Qutline}. Inthe scenarios we explored,

: potential financial impacts weren’t
 material. Thisis due to the flood defence
i programme we’ve now completedin all

. large and critical sites that were classified
as high-risk locations. We've invested

: around £6min these defencessince the

i programme began.

We've made good progress in our

¢ understanding of —and action in response
. to —the main flood risks our business

\ faces. Thisyear, we continued to analyse
) potential effects of flooding in our LUK
¢ estate and intine with our future location
. strategy. We ran a pilot covering 27

: operational sites, using additional flood

! risk data and across a number of heating
scenarios to provide a more extreme

1 view of potential flood impactsin 2030

i and 2050¢.

i The pilot tracked fluvial, pluvial and tidal
risk. We tested the likelihood and severity
: of flooding based on single and combined
. causes (forexample, river flooding with
high levels of surface water from rainfall).

: This method helped us to identify

¢ potential flood sources more precisely,
¢ and how they'd affect our building or
asset. And that lets us target mitigation

different range of mean temperature increases.,
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¢ and maintenance activities, and plan our
. location strategy and future defence

¢ investments. We're going to extend this
: analysisto other critical sites over the
next few years.

: Heat: In most scenarios in 2030 and 2050,
¢ the UK will see more extreme heat days.
The risk of these days damaging our

i networksites is low - mainly because of

i the cooling system upgrades n our large

- metronode sites which enable the rooms

. to operate effectively inup to 45°C
externaltemperatures. We expect this

: upgrades programme to cost around

: EB0m once complete.

© We've also finished upgrades in our

: strategicdata centres and are now doing
i the same at core mehile sites. So higher

i UK temperatures should not materially

: affect our repair or cooling costs.

: To minimise the impact of global warming,
i allcooling plant installed within our

i exchangesis manufactured and tested o
confirm it can operate effectively up to a

i 45°C ambient temperature. Since 2015,

: we've invested over £102m on cooling

: system upgrades for our exchanges,
covering the remainder of the estate.

¢ The new adiabatic units cool through

i frash air and water evaporation, making

. uslessreliant onrefrigerant gases. They
work hest onthe hottest days of the year
¢ —well suited to the rising ambient

¢ temperatures of different heating

¢ scenarios in 2030 and 2050,

: Longerterm, our FTTP rollout and the

¢ closure of the PSTN network will mean

i fewer physical network sites. That cuts our
exposure to physical climate change risks

¢ like flooding and hotter temperatures. But
: it does mean more customers and services
i going through fewer operational locations.
. Ourflood and temperature mitigations

: reduce the risks associated with that. And

: because FTTP services are more ‘passive’

: (with no electronics between exchanges

¢ and connected properties), we expect the
¢ rollout to reduce our exposure to climate-
related risks.

: Qutside the UK, extreme weather could

. disrupt service and affect customers and
colleagues in key operaticnal sites. In

: particular, our India sites are still seeing

i high temperatures and instances of very
i heavy rainfall. There were noimmediate
i impacts on office operations this year,

¢ butwe'll continue to monitor the

¢ situation closely.

i a Task Ferce on Climate -related Financial Disclosures: Implementing the Recommendations of the Task Force an
: Climate-related Financial Disclosures, October 2021,
. b Harnessing data to empower a sustainable future.

: ¢ We use Representation Concentration Pathways 2.6, 4.5, 6.0 and 8.5 to show future emissions scenarios acrossa
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Task Force on Climate-related Financial Disclosures continued

Supply chain: Our supply chain reaches
nearly 190 countries. But most of our
products’ raw materials are concentrated
in China —where flood risks are predicted
to increase under future warming
scenarics. This is a shared concern across
ourwhole sector.

We monitor supply chain risks and try

to minimise them. We use monitering
tools to identify environmental risks
then map them to larger suppliers and
up to four tiers down in our supply chain.
Oursupplier teams get alerts if we detect
any potentialissues. This canalso inform
any longer-term plans to diversify

our supply base as we consider risks,
such as flooding, heat and cther
weather-related threats.

Managing transition risks and
reaching net zero

We face a number of risks relating

to potential market, policy, regulatory
and technolegical changes intended

to transition society to a low carbon
economy. Our new net zero targets —and

impact of transition risks and support the
UK’s commitment to becoming a net zerc
economy by 2050. We're doing lots of
different things to try and hit our

new targets.

100% renewable electricity: All our
electricity worldwide is renewable?,

We know there are risks frem potential
gapsin UK renewable electricity supply,
as well as more energy market volatility
(like we're seeing this year). Most of the
electricity we use comes from green
tariffs. But we're also taking steps to
increase the amount of electricity we buy
through longer-term power purchase
agreements. These give us better pricing

predictability and help to grow the overall :
changes under our risk management

: framework. This helps us understand the
¢ effects of things like growing numbers of
! company net zero targets and actions

voluntary carbon offsets market to inform \ taken by governments to cut carbon

ourstrategy (especially for setting our net ermissions,

supply of renewable electricity.

Devetlopmentsin carbon offsetting:
We track developments and pricesinthe

zero targets).

Moving to alow carbon fleet: We're
aiming to switch the majority of our fleet
to run on electric or zero emissicns by
2030, which forms part of our goalto
reduce our carbon emissions intensity by
87% by end of March 2031 (a group KPI
—see page 45). This recluces the risks
associated with policies that aim to cut
vehicle carbon emissicns (like banning
new LIK petroland diesel vehicle sales
oy 2030).

¢ Thisyear, Openreach grew its fieet of

. electric vehicles to over 1,000. Subsidies,
. and there being encugh vehicles and

. charging points, are some of the barriers
thatwe and other businesses face.

i Previously we stated the aim of switching
¢ athird of the fleet to electric vehicles by

. 2025.Due to these challenges, we're

© reviewing our short-term plans and the
operational and financial implications,

¢ which may resultin us procuring less

. electric vehicles over the next few years,
| We remain committed to our 2030 fleet

: plans and are partnering with other
companies through EV100, the UK

: Electric Fleets Coalition (both led by the
. Climate Group) and the new Electric

! Vehicle Fleet Accelerator to advocate for
! progressive public policies to push the

: shift to electric.

i Decarbonising our buildings: This year,

i we continued our energy efficiency and
workplace transformation pregrammes,
: with a move to fewer, more sustainable

i and efficient buildings. Longer term,

D FTTP rmigration will cut the number of

. operational buildings like exchanges that
supporting plans—aim to cut the potential | we’llneed. These steps, together with our
: renewables commitments, lower risks

: around carbon pricing.

@ For further details on ourworkplace

transformation programmes, see page 25.

: Helping suppliers cut carbon: If suppliers
1 don’t reduce their emissions, they could

i passoncarboncosts to us by 2030 under

a 2°C heating scenario (thisis a risk forour
: whole sector). Oursupply chaintargets
! and procurement approach respond to
i this risk —see the progress against our

i strategic priorities section (page 35)

! and stakeholder section (page 39)

¢ for further details.

We'll keep monitoring possible carbon

pricing risks and policy and regulation

: Asreported under the climate change

! strategy heading on page 67, we also see
opportunities to support customers tc

i achieve their own transition to net zero by
¢ using our products and services.

! Ourtargets, metrics and
: measurement

There are details of our climate-related

i targets, programmes and performance in
: the strategic progress section on page 35.
¢ They form a core part of our strategy and
risk management approach.

¢ During the year, we brought forward our
i netzerogoalby 15 years. That means
we'll be a net zero carbon emisctons

. business by the end of March 2031 -

¢ and net zero for our supply ehain and

i customers by the end of March 2041,

As reported earlier on this page, we're

: reviewing our short-term plans on electric
¢ vehicles and willupdate on our climate

i transition plansin the year ahead.
Because of these uncertainties, we're

: continuing to develop our interim targets,
i covering the short and medium term. We
¢ plantoinclude these within our climate

¢ transTtion plans and will previde an

¢ update in the TCFD disclosures we make

i inthe Annual Report 2023.

! Five percentofourannual bonus
available to eligible managers is based
i onourscience-based target to cut the
: carbon emissions intensity of our

. operations by 87% by the end of March
i 2031, Qur Remuneration Committee
determines whether this target has

: been met, based oninputand

: recommendations from the Digital

i Impact & Sustainability Committee.

i And our cemmitment to tackling climate
: change extends beyond BT Group.

During the year, Standard Life (and its

i parent company Phoenix Group), which

¢ provides pensicn benefits to around

¢ 66,000 colleagues, announced ambitious
. new targets to cut the carbon emissions

© intensity of its £250bn investment

i portfolio by at least 50% by 2030.

The BT Pension Scheme, which runs our
defined benefitscheme, has alsoseta

: goalof becoming net zero forits entire

: E55bn portfolic by 2035. We continue to
¢ work with all our pensions schemes’

i trustees and providers as part of their

{ transition towards sustainable

¢ investments.

a 99.9% of the global electricity BT Group consumes is from renewable sources. The remaining 0.1% is where renewable electricity is not available in the market.
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Qurworldwide energy use and greenhouse gas emissions®
In the table below, we provide an overview of Scope 1, 2 and 3 greenhouse gas emissions. We report in line with the Greenhouse Gas

Protocol {ghaprotocol.org).

We will continue to develop our metrics and measurement approach to help us track climate-related risks and opportunities.

vearended 31 March FY20 F¥21 FYy2z
UK Nan-UK LK Nor-LIK UK Non-LiK
Energy CO-0' Encrgy CO,e  Energy CO,e  Encrgy COe  Energy CO.e Energy COe
GWh' Tonnes Gwh Tonnes GWh Tonnes GWWh Tennes GWh Tonnes GWh Tonnes

Scope 1" {direct emiscions)
Gasand cil-heating 198 37,320 2 419 174 32,624 2 326 179 33,279 2 301
Gasand oil-generators 22 5126 1 172 36 8,318 0.4 96 30 6,842 0.4 86
Fugitive emissions - refrigerants 1,571 628 1,150 2,433 3,087 1,501
Commercial fleet (converted from
litres fuel) 512 125,263 3 723 506 121,732 3 723 553 130,971 2 575
Commercial travel {cenverted
from mileage/cost/litres fuel) 29 7,298 20 4,848 9 2,207 8 1,805 11 2,836 5 1,300
Total scope 1 761 176,378 26 6,790 725 166,031 13 5,383 773 177,015 ] 3,763
Scope 2¢ (electricity incl. nuclear
& CHPs)
Total consumption (LBM") 2,371 605,976 319 112,007 2,334 544,280 248 B2,353 2,313 491,152 216 63,091
MBM' renawable consumption
CO,eadjustments
General consumption 2,260 (577,672) 228 (82,890) 2,334 (544,279) 247 (B2,51) 2,311 (490,819) 216 (62,936)
Commercial fleet EV consumption - - - - - N/A - - 2 (298) - -
Company car EV consumption - - - - 0005 )] - - 0.2 (35) - -
Total scope 2 CG,e MBM adjusted 28,304 29,117 - 202 - 155
Total scopes 1 & 2 (MBM) 3,132 204,682 345 35,907 3,058 156,031 261 5,585 3,086 177,015 225 3,918
Worldwide scopes 1&2C0O,e
{MEM) 240,589 171,616 186,933
% change from baseline year FY17
{baseline 404,780) (41)% (58)% (55)%
Scope 3 Worldwide emissions
CO,e tonnes 3,233,007 3,137,320 3,075,045
Key climate targets
Intensity metric scope 1 &2
worldwide emissions tonnes Target
CO,e per £mvalue added 17.9 13.5 14.3 March 2031
% change from baseline year FY17
{baseline 31.5) (43)% (57)% (55)% (87)%
SBTI supply chain emissions GHG
scope 3 Upstream + Operational Target
(GHG category 1-8) kt 2,495 2,347 2,318 March 2031
% change frombaseline year FY17
(baseline 3,217 kt) (22)% (27)% (28)% (42)%

N/A: Not available or not applicable

a Data presented has been reviewed to a high level of assurance by Lloyd’s Register Quality Assurance Limited against Accountability's AAT000AS v3 assurance standard. We
restate historical years' data when we think subseauentinformation is materially sianificant (e g. replacing estimates with measured figures).

b Scope 1:direct emissions from our own operations (e.g. fleet/heating fuel combustion).

¢ Scope Zrindirect emissions from the generation of our consumed energy (mainly electricity) (excludas third-party consumption).

d Scope 3: including supply chain, customer use of our products, and other indirect emissions (such as employee cornmuting).

e Forgas & oil based on GWh equivalent input value befare combustionand GROSS calorific value.

f CO.e:carbon dioxide aquivalent emissions,
g CHP:combined heat and power.

h LBM: location-based methaod for scope 2 emissions accounting -as defined in the Scope 2 Guidance amendment to the Corporate Standard (ghgprotocol.org).
i MBM: market-based method for Scope 2 emissions accounting -as defined in the Scope 2 Guidance amendment to the Corporate Standard (ghgprotocol.org).

] EV:electric vehicle.

® You'll find more information and data in our Manifeste Repart and ESG Addendum at bt.com/manifestoreport
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Viability statement

Inaccordance with provision 31 of the LIK
Corporate Governance Code 2018, the
directors have assessed the prospects
and viability of the group.

The assessment has been based on the
company’s strategy, balance sheet and
financing position, including our £2.1bn
undrawn cemmitted borrowing facility
which matures in March 2027, and the
potential impact of ‘Our principal risks
anduriter tainlies’ {pages 58 to 65).

The Board has chosen to conduct its
review for a period of five years to

31 Mareh 2027. This is achange from the
Annual Report 2021 where we performed
athree-yearreview. The Board believe
that thisis an appropriate timeframe

as 't aligns with the primary focus of

our business and financial planning.

The assessment of viability is based on
our medium term plan which forecasts
the group's profitability, cash flows and
funding requirements, and is approved
by the Board at the end of each year.

The medium term plan is butlt from
bottom-up forecasts of each of our CFUs,
supplemented by items managed ata
group level and assumptions such as
macroeconomic activity and exchange
rates. The performance of the group and
our CFUs against these forecasts is
menitored monthly and this

is supplemented each quarter through

a series of guarterly business reviews

cf each unit conducted by the chief
executive and chief financial officer.

Beyond our medium term plan horizon,
the group also makes investments that
have business cases covering a longer
time period, such as our network
investments. Significant capital
expenditure investment cases are
approved by the chief executive and,
where appropriate, the Board, after
taking into account longer-termrisks
and opportunities such as the economy,
technology and regulation.

Approach

Our medium term plan has been stress
testedin a series of individual severe

but plausible downside scenarios, each
aligned to our group risk categories as set
outon pages 58 to 65. This was followed
by stress testing our forecasts against a
combined scenario of correlated risks
using a stochastic model. Finally, we then
identified several mitigations that could
realistically be taken by the business to
avoid orreduce the impact of the
underlying risk.
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: International

i Scenarios included in our combined severe but plausible stress test

i Our hypothetical combined downside scenaric is based an a continued escalation
¢ of the current geopolitical situation in Ukraine and Russia triggering a severe split of the
globaleconomy resulting in several major events impacting BT Group:

Financing, People

Scenaric Risk category Assumption
Prolonged Strategy, Technology Driven by geopolitical factors and Covid-19
: stagflation & Competition, persistence, the UK and global markets

experience prolonged stagflation with assumed
0% LK and Glehal GDP growth and LUK infiation
remaining above 10% over 5 years. Thisimpacts
our planned price increases as well as various
impacts on our cost base,

Legal compliance

Despite the controls in place we discover

: deficit

¢ trade breaches of sanctionsimposed by UK,

: sanction US or EU nations.

: breach

China supply Supplier Geopolitical uncertainty widens and there

: chain management is wholesale impact on the China supply chain.

: disruption

Cyberattack Cybersecurity BT Group falls victim to cyber attacks and

¢ followed by experiences major loss of customer data. A class

. aclassaction action is subsequently filed against BT Group

: which requires substantial compensation
payments.

Pension Financing Anincrease in BT Group’s funding obligations
due to aworsening of the BT Pension Scheme

(BTPS) deficit caused by a combination of
financial market volatility (e.g. fallin BTPS
assets) and/or detericration of BT’s covenant
to the BTPS (e.g. fallin EBITDA).

i We have considered directly relevant
: mitigations that we would employ if these
i eventsoccurred and included those
impacts in our calculations.

. The Board believe thatitis reasonable

¢ to expect that it could continue to access
: debtcapital markets to refinance a

¢ portion of ouroutstanding debt as it fails
: due, or to renew our undrawn committed

A summation of the full impact of each of
! theindividual scenarios in this stress test
weuld be an extremely unlikely outcome;
: therefore a stochastic model was used

¢ to develop a more realistic combined
scenario with a 5% probability.

| Result

Applying our severe but plausible

i combined scenario with related

: mitigations indicates that BT Group

: would experience a liquidity shortage

i commencing in the third year. However,
i there are further mitigations, including
planned debtissuance, that could be

: applied to reduce this liguidity shortage.
: We would need to adopt around two- :
: thirds of the mitigations we have identified |
: tomaintain positive cash flow over the :
: full five-year period of the assessment,

. The mitigations directly in our control
primarily revolve around reducing cash

¢ outflow from the group. In addition, there
¢ are also several mitigations which are

: outside of cur control like raising debt.

facility (which expiresin March 2027,

: before the end of the viability period).

i lf access to debt markets wasn’t available,
i thenequity capital markets would be
considered as an alternative to raise funds.

: Based on the results of this analysis, the
. directors have a reasenable expectation
© thatthe group will be able to continue

: inoperation and meetits liabilities as

: they fall due over the five-year period

¢ of theirassessment.
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We are committed to delivering on
our ambition to be the world’s most
trusted connector of people,
devices and machines. We are
focused on growing sustainable
value for our stakeholders and the
communities we operate in, through
effective Board leadership, strong
corporate governance and building
the strongest foundations.

i Compliance withthe 2018 UK Corporate Governance

i Code (the Codle)

i Inrespect of the year ended 31 March 2022, BT Group plc
¢ was subject to the Code, which was pubtished by the

i Financial Reporting Councif (FRC) in July 2018 (available
at frc.org.uk). BT Group has applied all the principles and
¢ complied with all the provisions of the Code throughout

¢ theyear:

* Further details on the split of responsibilities of the Board can be found
onour website bt.com/governance
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Chairman’s governance letter

| would like to thank my predecessor,
Sir Jan du Plessis, for the support and
guidance he gave me before lbecame
chairman on 1 December 2021.

The Board recognises the value of having
strong corporate governance atthe centre
of our decision-making on how we
generate long-term sustainable value for
ali our stakeholders, including investors,
colleagues, customers, regulators,
suppliers, the Government and the
communities in which we operate. A key
area cf focus for the Board is oversight of
the execution of our transformation
agenda, which seeks to create a simpler,
more efficient and dynamic BT Group.

Our colleagues and culture are integral to
our ability to successfully deliver on this
agenda and to the future success ofthe
group. This year we launched ‘Being
trusted: our code’, te guide colleagues into
behaving in the right way, supporting our
ambition to be the most trusted connecter
of pecple, devices and machines,

This corporate governance report sets
out our approach to governance and how
it supports our strategy, the Board and its
committees’ key focus areas during the
year and the decisions we have made,
whilst considering the interests of our
stakeholders and our contribution to
society.

Board changes

In addition to Jan’s retirement from the
Board on 30 November 2021, Mike Inglis
stepped down from the Board at the
conclusion of the 2021 AGM and Leena
Nair will step down at the conclusion of
the 2022 AGM. I'd like to thank Mike and
Leena for their contribution to the Board
andtothe BT Group. From the conclusion
of the 2022 AGM, Sara Weller will
succeed Leena as chair of the Digitai
impact & Sustainability Committee.

The primary focus of the Nominations
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i Committee during 2021 has been the
i search for a new chairman, culminating in
¢ my appointment,

As part of ongoing succession planning

: andin light of the tenure of our longer

¢ serving non-executive directors and the
¢ changes to the Board over the last few
years, | have undertaken a comprehensive :
¢ review of the Board’s composition in

: line with the group’s strategy and the

. opportunities and challenges we face,

! to examine how we can strengthen

the Board forthe future (see page 86).

i Reflecting on this review and feedback

. fromthe FY22 Board and committee

i evaluation, itis recognised that we need

i toenhance the Board’s technology and
digital capabilities given the group's

. focus ondigitaland legacy platform

¢ transformation. We are therefore in

. the process of searching for additional

© non-executive directors, with at least

one director with digital and technolcgy

. capabilities and transformation expertise.
: Having a diverse Board, as set out

. inour Board Diversity and Inclusion

i Policy, is a priority and therefore,

a key element of any search brief.

; Diversity and inclusion

The development of a diverse and

¢ inclusive organisation is central to our

. people strategy and is embedded within

! theinclusive pillar of our Manifesto, which
i we launched in December 2021, The

i Board’s commitment to diversity and

i inclusion and the related targets are set

! outin our Board Diversity and Inclusion

§ Policy (see page 87). Our Board currently
comprises 36% female directors, two

. directors from an ethnic minority

. background, and one who has a disabitity.
. The Board is cognisant that Leena’s

i departure will reduce the female

i membership of the Board from 35% to

i 27%,which is below our own Board

i Diversity and Inclusion Policy targets.

" 1 This will be addressed as part of our

: search for additional non-executive

. directors asa priority and in any event
{ within FY23.

Stakeholders

, The Board values its engagement

¢ with all our key stakeholders, including
: shareholders, and we continue to

i ensure that our mechanisms are

: effective in enabling the continuous

. flow of information between the Board,
: senior management and the wider

¢ arganisation. Details of our engagement
i with stakeholders during the year

¢ and the impact of this engagement

: onthe Board's decision-making

: process can be found on pages 36 to

: 41 and 80to 81and inour Section

i 172 statement on pages 82 and 83,

Since my appeintment, | have met with
: anumber of ourtop investors to gain
anunderstanding of their views.

The first cohort of the Colleague Board

¢ has strengthened the voice of our

: colleagues at Board-level and provided

! the Board with valuable insights into
celleague sentiment through Isabel
 Hudsonin herrole as the designated

: non-executive director for warkforce

: engagernent. We built on this success and
! appointed the new cohort of members for
their two-year term at the start of 2022

: (see pages 80and 81).

¢ Woe have a diverse range of customers
with different needs, and meeting these

: needs effectively is key to oursuccessin

: delivering on our strategy, ambition and

. purpose (see pages 18 and 19). As part of
: our Board-level oversight of consumer
fairness, from April 2021, the Board

¢ decidedto widen the remit of the 8T

! Compliance Committee to monitor how
 we are living up to the Consumer Fairness
principles (see page 96).

i Evaluation

This year, we undertook an internal Board
: and committee evaluation, the results of

: which demonstrate that the Boardasa

¢ whole continues to be effective and seeks
to constructively challenge and support

¢ management. We have agreed on aset of
¢ actions to strengthen how we operate for
the future (see page 84).

} tweuld Uke to thank my fellow Board

¢ members and the Executive Committee
¢ fortheirwarm welcome and efforts this
| year,

Adam Crozier [

: Chairman W
: 11 May 2022 - :



Our governance framework

The Board

Cofpbréie goverhancereport 73

Responsible for the stewardship of the group, overseeing its conduct and affairs to deliver on our
strategic objectives and creating long-term success to generate sustainable value for our shareholders
and the interests of other stakeholders. The Board has established certain committees to assist it in
discharging its responsibilities and delegates day-te-day responsibilities to the chief executive.

@ Board leadership and company purpose on page 76 to 79

Audit & Risk Committee

Oversees, assessas and reviews our
financial and narrative reporting,
internal controls and risk
management. This includes internal
and external audit and pan-BT
finance, control and compliance-
related transformation programmes.

Audit & Risk Committee chair'sreport on
pagesB9to 95

BT Compliance Committee
Oversees our adherence to the
Commitments we made as part of
the 2017 Digital Communications
Review {DCR) with Ofcom and
adherence to consumer fairness
principles.

BT Compliance Committee chair's report
onpage 96

Nominations Committee

Considers the structure, size and
composition of the Board and its
committees and advises on
succession planning for the Board
andthe Executive Committee.

it ensures the Board is diverse,

with the appropriate balance of skills,
experience, independence and
knowledge,

Nominations Committee chair’s reporton
pages86to BB

Digital impact & Sustainability

Committee

Provides oversight and direction to
bring the Manifesto to life through
our digital impact and sustainability
strategy.

Digital Impact & Sustainability Committee
chair'sreport on page 97

Investigatory Powers Governance Committee

Remuneration Committee

Agrees the remuneration framework
for the chairman, executive directors
and certain senior executives and
rmienitors remuneration practices and
policies for the wider workforce.

Remuneration Committee chalr's letter
and Report ondirectors' remunerationon
pages 98tc 100

Colleague Board

Discusses and provides advisory
feedback on key proposals and
initiatives impacting our colleagues
and flags any hot topic areas raised
by them. Our designated non-
executive director for workforce
engagement reports back to the
Boardenits activities,

@ Colleague Board on pages 80 anci 81

Overseesour role in the use of official investigatory powers.

Chief executive

Responsible for running the business and setting and executing the group strategy.

Executive Committee

Assists the chief executive to develop
and execute the group strategy and
budget, and monitors overail
performance and how we're
rmanaging risks,

BT Investment Board

Providesinput and
recommendatiens that support the
chief executive’s decision-making on
investment budgets and cases.

Disclosure Committee

Ensures BT Group meetsits
disclosure obligations and reviews
and approves regulatory and other
announcements before publication.

@ Matters reservad te the Board and its committees' terms of reference can be found en our website at bt.com/governance

Each committee chair formally reports {o the Board following their meetings and makes any recommendation to the Board in line with that committee’s terms of reference,

Papers and minutes are circulated to all Board and committee members as appropriate, other than to those with a potentiat conflict of interest. Deutsche Telekem's
nominated representative owes a fiduciary duty to both BT Group and Dautsche Telekom. The Conflicted Matters Committee reviews all papers ahead of sharing these with

him to identify potential or actual canflicts of intarest.
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Board of
directors
and division of
responsibilities

Membership key

@ Committee chair

(&) Audit & Risk Committee

© BT Compliance Committee

{C; Colleague Board

(D) Digital Impact & Sustainability
Committee

(® Executive Committes

tnvestigatory Powers
Governance Committee

() Nominations Committee
® Rermuneration Committee

Ourdirectors share
collective responsibility
for the activities of the
Board. Thereis aclear
division of responsibilities
between the chairman
and the chief executive as
required under the Code.
The responsibilities of the
chairman, chief executive,
chieffinancial officer

and seniorindependent
director and other key
roles within 8T Group,
along with the matters
reserved to the Board, are
set cut on our website at:

@ bt.com/governance
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AdamCrozier
Chairman

Appointed chairmanin December2021
and to the Board and as chairman
designatein November 2021.

Age: 58

Experience

Adam was previously chairman of
ASQOS, Stage Entertainment BY and
Ve Intarnatinnal Cinema Grovin,

1 andaneon-executive directorof Sony

: Corporation. He has had over 20
years' experience asa CEC across four
. differentindustries, most recently

¢ asthe CEQ of [TV {rom 2010102017,

Before joming ITV, Adamwas chief

i executive of Royal Mail, where over

. sevenyears he led its modernisation
and transformation. Prior to Royat Mail
: hewas CEQ of the Football Association

: of Saatchi & Saatchifrom 1995 to 2000.

. Relevantskills and contributionto

: thaBoard

¢ Significant experience in leading public
i company boards, developing teams

: and managing stakeholders and brings
. astrong transformational and
operationaltrack recordin large-scale
. executiveroles.He hasalsobuilta

: strongtrack recerd inturningaround
: troubled organisations and in building
: and leading successful management

! teams,

External appointments
¢ Chairman of Whitbread and Kantar
P Group.

Appointed tothe Board in Novembrer

2014,

* Experience

! lIsabelwas previously non-executive
i chair of National House Building

. CounciluntilMay 2020.Shewas

. also previously seniorindependent
. director of RGA fnsurance, non-

: executive director of The Pensions
. Regulator, MGM Advantage, GBE
Insurance, StandardLife and an

- executive director of Prudential

: Assurance Company inthe LK.

- Relavantskills and contribution to
| theBoard

. Awealthof experience infinancial

¢ services, in the life, non-life and

pensions industriesas wetlas
risk, controi, governance and
international business. Insight

and expertise in regulatory,

pensions and financial matters.

External appointments
Non-executive director and chair of

the audit committee of Axa 5.A. and
1 anambassador for the disability
. charity, SCOPE.

Philip Jansen

00000 |

g

: Appointed chiefexecutive in February
2019 andto the Boardin January 2019,
L Age! 5B

¢ From April 2013 untiljoining BT Group,
Philip was CEO of Worldpay. Before

! that he was CEQ andl then chairman

* atRBrakes Group between 2010 and
2015. Philip spent the previous six

1 yearsatSodexo where he was group

: chief executive, Europe, South Africa
I andIndia. Prior to that he was chief

: operating officer at MyTravel Group
from 2002 to 2004 and managing

: director of Telewest Communications

(now Virg/n Medta 02) from 2000

to 2002 afterinitially starting his
: careerat Procter & Gamble,
: between 200Cand 2002 and Joint CEO :

Relevant skills and contribution to

the Board

Extensive experience of leading and

growing large private and publicly

listed UK and international businesses,

delivering transformational change
: andlarge technology programmes,

Externalappointments
Senioradyvisor at Bain Capitaland

trustee of Wellbeing of Women.

Matthew Key

o TN

Experience
Matthew held various positions

¢ atTelefonicafrom 2007 to 2014

! including aschairman and CEQ of

: Telefénica Europe and chairman and
. CEOof Telefénica Digital. From 2002
i t0 2004 he was the CFO, strategy and

reguiation director of 02 UK before

¢ becoming CEQin 2004. Matthew
previously served as finance director
. atVodafone UK and chairman of

: Tesco Mobile. He has previously held
positions at companies including

Kingfisher, Coca-Cola and Schweppes
Beverages, Grand Metropolitan

and Dallaglio Rugbyworks.

! Relevantskilis and contribution to

: theBoard

. Strong strategic skills and a wealth of
I experienceinfinance and the

: telecomssector.

: Externalappointments

: Non-executive director and audit

i committee chair of Burberry.

! Experience
: Simonwas CFO of BG Group
before its takeover by Royal Dutch

¢ Shellin February 2016. Prior to

i that,he was CFO of AstraZeneca

i from 2007 to 2013. He was an

¢t executive director of ScottishPower
¢ from 2003 to 2007 having been
appointed as the finance director

: in2005. Belore 2003,5imonwasa
director of McKinsey & Company.

0O® |

. Allison Kirkby

! Simonlowth

S E

! Appointed chieffinancial officer and to
i theBoardin July 2018.
i Age:50

. Relevantskills and contributionto
 theBoard

Astrong backgroundin finance,

: accounting, risk, corporate strategy
and mergers and acqguisitions.

¢ Simon has experience and a track

¢ record of implementing cost
transformation and perfoermance

. improvement programmes.

! Externalappointments
Nene.

®e®

) "

Age:54

. Experience

- Alisonwasappointed President &
CEO of Telia Company in May 2020.

¢ Shewas previously President & Group
i CEQof TDC Group until October 2019,
. and President & Group CEQ of Tele2

© ABfrom 201510 2018, having been

i Tele2 AB's Group CFO from 2014.

¢ Shewas chair of the audit committee

: andanon-executive director of

! Greggs until May 2019. She has also

¢ held financial and cperational roles
 within 21st Century Fox, Virgin Media,
¢ Procter & Gambte and Guinness.

* Relevant skills and contributionta

¢ theBoard

T Strong and recent experiance
{infinance and the international
telecoms and mediasecter,

combined with streng experience

| indriving performance,
. improving customer service and
: deliveringshareholdervalue.

Externalappointments
President & CEO of Telia Company.



¢ Adsl Al-Saleh

RS

i Age:58

Experience

. Adel has been chief executive officer

! of T-Systerms International GmbH

{a subsidiary of Deutsche Telekom
AR since 2018 and is A member of

: the Management Board of Deutsche
¢ Telekom AG. Adel was chief executive
: officer of Northgate Information

: Solutionsfrom 2011 to 2017, and

: before that held avariety of postsat

! both IMS Health (now [GVIA) and IBM,
. Relevantskills anctcontribution to

i the Board

Significant experience inmanaging
glokal technaology companies,
enterprise transformation and
digitalisation.

Externzal appointments

Member of the Boston University,
College of Engineering Advisory
Board.

Apnpointed to the Boardin July 2019,
Age:52

. Experience

Leenawasappointed Global CEO

of ChanelinJanuary 2022, She was
previously chiefhumanrescurces
officerat Linilever from 201610 2022,
where she wasresponsible for Unitever's
global people agenda, working across
160 markets to help deliver Unilever's
business financial performance as well
asits environmentaland socialimpact
objectives. Leenajoined Linileverin
1992 and has hetd a wide variety of HR
roles throughout her career, including
seniorvice president for leadership and
organisational developmentand global
head of diversity, executive director of
Hindustan Linitever and vice president
HR South Asia. Leena was previously
anon-executive directoratthe
Department for Business, Energy and
Industrial Strategy untilDecember2020.

* Relevantskills and contribution to
. the Board

: Adeepunderstanding of the strategic
i and practical challenges of driving
large -scale cultural transformation.

Externzlappointments
Global CEQ of Chanet.

00®
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Sir lan Cheshire

independent non-executive director

Appointed to the Beard in March 2020.
i Ageib2

Experience
{anwas chairman of Barclays Bank
UK until December 2020 and anon-

: executive director of Barclaysuntil

May 2021, [anwas also previously

. group chief executive of Kingfisher

i andseniorindependent director

v and remuneration committee chair
¢ of Whitbread. lan held a variety of

: postswhilst at Kingfisher from 1958
: te 2074, including chief executive of

B&Q from 2005t 2008 and group
chiefexecutive from 2008 to 2014,
He was also previously the chalrman
of Debenhams and the lead non-

: executive director for HM Government
i andformer chairman of the Corporate

LeadersGroup onClimate Change.

: Refevant skillsand contribution to

: theBoard

. Awealth of listed company

! experience,with a notable
background instrategy, international

retailand eCommerce,
External appointments

Chairmanof Channel4and Spire

Healthcare Group. Also chairman of
Menhaden Resource Efficiency, aUK

I Investment trust.

: SaraWeller

Appointed to the Board in July 2020.
¢ Age:6C

Experience

: Sara’s previousroles include

managingdirector of Argosand

various senior positions at J Sainsbury,
Theluding deputy managing director
¢ andserving onits board between

2002 and 2004. Sara was a non-

exacutive director of Lloyds Banking
. Groupuntil May 2021 and Linited

Utilities Group until July 2020.She

was also the lead non-executive
¢ director atthe Department for Work

and Pensions until April 2020. She has

also previously been a non-executive
. directorof Mitchells & Butlersand held
. seniormanagement roles at Ahbey

Mationaland Mars Confectionery.

Relevant skillsand contribution to

the Beard

A broad perspective coming from a
background in retail, fast moving

i consumer goods and financial

services, as well as strong board
experience at both executive and
nen-executive level.

External appointments
None.

®OEe !

: A‘p-po:ntedtot.h';Board|nJune2014. '
1 Ager59

olelelok

Eee®

i lainConn
! Seniorindependent
: non-executive director

. Experience

: lainwas group chief executive of

: Centricafor overfive years from 2015
102020, Priorto that, lain spent 29

. yearsat BP and was a board director for
tenyears from 2004 to 2014 including
I aschief executive Downstream from

1 2007 to 2014, and amember of the
executive committee from 2002 to

1 2014.Until May 2014, lainwas a non-

i executive directorofRolls-Royce for

¢ nine years and seniorindependent

i director. lain alsc served asa member
i of Council of the Imperial College from
: 2010to 2019 and was chairman of the
: advisory board of the Imperial College
i Business School from 2004 to 2020.

* Relevantskills and contribution to
: thaBoard

. Deepexperienceinthe globalenergy
. markets, industrial operations,

: regulatect consumermarkets, and in

nance, technology and angineering.

. Broadinternational experience.

¢ Externalappointments

¢ Senioradviserto Blackstone on energy,
! infrastructure and sustainability anc to
: the Boston Consulting Group. Adviserto
! Oxford SciencesEnterprises. Advisory
i Board member of Columbia University
. Centercn Global Energy Pelicy.

Sabing joined BT Group in April
2018 as general counsel and was
appointed as company secretaryin
September 2021,

See page 9 for Sabine’s full
biography.
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Board leadership and company purpose

Role of the Board

The Board is responsible for establishing the group’s purpose,
values, strategy and culture, and for setting the tone at the top.
The Board ensures that our culture is aligned with the group’s
nurpose, values and strategy.

@ Furtherdetalls onour purpose, values and strategy are on pages 1Band 19

The Board monitors the indicators of our culture through:

discussions with the chief executive

reports from the HR director, including progress on our
people and cultural dashboard

insights from our annual Your Say colleague engagement
survey

direct feedback and insights from our Colleague Board viaour
designated non-executive director for workforce
engagement.

More information on the Colleague Board and how the Board is
kept informed of colleague perspectives and the culture of the
organisation can be found on pages 80 and 81, and in the
Strategicreporton page 36.

The Board also maintains oversight of the group’s operations,
performance and governance and compliance with statutory
and regulatory obligations. It determines the group’s risk
appetite, ensures that we have robust systems of risk
management andinternal controls in place, and is responsible
for ensuring that the group has an effective leadership team to
efficiently execute the group's strategy.

A number of key decisions and matters are reserved for the
Board and are not delegated to any of the committees, the chief
executive or management. These are set out in the matters
reserved tc the Board and are available on our website:

@ bt.com/yovernance

Meetings and attendance

We held nine scheduled Board meetings and two strategy
meetingsin FY22. The chairman (or his predecessor) also held
private sessions with the non-executive directers during the
year. The company secretary or her nominated delegateis

secretary to the Board, and they attend all meetings and provide

advice, guidance and support as reguired.

Board and committee members are provided with papersin

advance of each meeting on a secure electronic portal. Directcrs

are expectedto attend Board and relevant committee meetings
of which they are a member, unless prevented by prior
commitments, illness or a conflict of interest. If a directoris
unable to attend a meeting, they usuaily give their comments to
the chairman cr the committee chairin advance so that these
can be duly considered as part of the discussion at the meeting.

As aresult of the continuing Covid-19 pandemic, some Board
and committee meetings during the year were held remotely by
video conference or took place as hybrid meetings. These
meetings were organised to allow us to maintain constructive
levels of engagement and discussion, to challenge management
and have robust debates as part of decision-making.
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! Leena Nair

Sara Weller'

i Inlight of changing restrictions, the Board was able to resurme

i pre-Board dinners as part of informal interactions and alsoc had

: the opportunity to meet colleagues across different levels of the
i arganisation during its offsite visit to our Birmingham Snowhill

i officein September 2021.

Meetings

attencled
Adam Crozier {chairman)“_- T o _:1/'4
Jan du Plessis (pﬁeviouschairman)h 7777777 6)6
Philip Jansen /e
! AdelAl-Saleh g
lan Cheshire o 9/9
lain Conn 9/9
Isabel Hudson® T 8/9
© Mike Inglis® 33
Matthew Key 9/9
{ Allison Kirkby o B

a Adam joined the Board as a non-executive director and chairman designate on

1 November 2021 and became chairmanon 1 December 2021,

b Jansteppeddown from the Board as chafrmanand a director on 30 November

2021.

! c Isabelgave apologies for one meeting during the year due to other business

commitments.

d Mike stepped down from the Board at the conclusion of the AGM on 15 July 2021,
e Leena gave apologies for two meaetings during the year due to other business

commitments.

f Saragave apologies for one meeting during the year due to illness.

@ Section 172 statement and stakeholders

The Board focusinFY22 section set out on the following
pages includes our Section 172 statement on pages 82
and 83.

Our Section 172 statement demonstrates our directors’
regard to the matters in section 172 of the Companies Act
2006 {2006 Act) in performing their duties.

See the Strategic report on pages 36 to 41 for additional
details of how we engage with cur key stakeholders.

The Board and each of its committees always have regard to
wider stakeholder interests including and beyond those of cur
shareholders as part of discussions and decision-making. On
behalf of the Board, the Audit & Risk Committee discussed our
key stakeholder groups including their expectations, our
engagement and the risks associated with managing these
relationships as part of reviewing the stakeholder
management group risk category (GRC). The committee
considered engagement with our key stakeholder groupsin
light of broader developments in the emerging risk landscape
and new technologies.

For details of how our directors have engaged with our
colleagues during the year, and how they have had regard to
their interests and the need to foster business relationships
with suppliers, customers and others, together with a
summary including the Board’s principal decisions, see pages
36to41and 80to 83.
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Group strategy

approved strategic initiatives and items of significant
strategic importance in line with the matters reserved
to the Board including:

the 50:50 joint venture company with Warner Bres. Discovery,
Inc. to create a new premium sport offering for the UK &
Ireland bringing tagether the sports content offering of

BT Sport and Eurosport UK (see page 31)

* anewlonger-term reciprocal channel supply deal with Sky
beyond 2030

+ theincrease and acceleration of our FTTP build target by an
additional 5m from 20m to 25m premises by December 2026,
to be self-funded by BT Group (see page 21)

* anoutsourcing and partnering arrangement with Rackspace
Techneclogy, Inc. (see page 29)

*

BT Group’s brand strategy, including that EE would be our
flagship brand for Consumer customers, focusing on
convergence and future services, and that BT would be the
flagship brand for our Enterprise and Global units, continuing
its pivotal role in helping businesses of all sizes unlock their
potential through embracing digital technologies.

held two full-day strategy meetings where it
¢ considered with management:

the group's strategy and long-term growth apportunities

strategic priorities and how these are biuilt into the group’s
medium-term plan

progress on key inltiatives

key challenges and risks to delivering our priorities and plans
to address or mitigate these,

received and discussed the chief executive’s report
: at each meeting, which focused on:

the group’s overall performance and operations
progress against our strategic pillars and priorities

the competitive and regulatery environment that the groupis
operatingin

engagement with, and the views of, our stakeholders including

ourinvestors, our colleagues, Ofcom and Government

key business operations including matters which are
important to the group’s reputation, as well as colleague,
custorner, supplier and community considerations.

Performance and execution of strategy

(5

During the year, the Board discussed, reviewed and, as appropriate, approved:

« the financial statements at full and half year and trading

updates at each quarter, including any external guidance. It also

discussed the feedhack from investor meetings, including
those post-publication of each set of results. At each meeting,
the Board reviewed the current financialand trading
performance forthe period against budget and consensus, and
the full year outlook for the group as a whole and foreach unit

the going concern and viability statements and the
group’s tax strategy

.

reports, ona monthly basis, outlining share register
movement, our share price performance relative to the
market, investor relations activities and engagement with
shareholders. The Board also spent time discussing the
changing nature of cur sharehclder register

the triennial valuation agreement as at 30 June 2020 for the
BTPS whichincluded a new deficit repair plan

the dividend policy for FY22 and the reinstated interim and
final dividend in line with this, having considered the

BT Pension Scheme (BTPS) and requirements under new
pensicn legislation

the medium-term plan, having considered the main
ocpportunities and challenges, our strategic priorities and KPls

the delivery of the group's transformation pregrammes against
the objectives to drive pan-BT efficiencies, opportunities,
continued cost reduction and our planto reskill colleagues
with the skills required for the future needs of the business

customer experience for each CFU and the cantinued
improvements across our group and individual brand and
customer segment NPS, in particular the progress against our
related ambitions. As part of this, the Board was updated on
the initiatives and customer insights used to drive
improvement for our customers, Further details on customer
experience can be found on pages 26 to 29

any regulatory/competition investigations and litigation
claims, including our response and the stakeholderand
reputationalimpact of these.
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Board leadership and company purpose continued
Board focus in FY22 continued

People and culture agenda

* the progress made against our people and cultural strategy.

| !

Ourambitionis to build a culture where people can be their
best and make BT Group a brilliant place to work. To deliver
this, our people strategy focuses on key strategic goals,
During the year, the Board monitored delivery against our
cultural ambition and the related goals through the people
and cultural dashboard with the group HR director and her
team. Each of the committees also monitored areas within

their remit that are important indicators of the group’s culture,

on which the Board is updated by the committee chairs. For
example, the Audit & Risk Committee discussed the
behaviours and expectations that drive risk awareness
through cur business activities and ethics and compliance
updates (see pages 22and 93)

- - ] -

&>

the health, safety and wellbeing of our colleagues, including
those in Openreach, with updates on the measures and
systems designed to mitigate against incidents, as wellas our
continued compliance with Covid-19 measures. Colleague
welibeing has been a koy consideration of cur continued
efforts te transform our workplaces. Discussions were held at
both the Board and the Audit & Risk Committee on our safety
culture and behaviours, in particular at Openreach, given the
increased risks in relaticn to the complexity of the fibre build

diversity and inclusion, including attracting, recruiting,
promoting and retaining women, pecople from ethnic minority
backgrounds and people with disabilities (see pages 24 and
25 for more details on our approach to diversity and inclusion)

employee relations matters, including engagement with trade
unions., Broader workforce remuneration was also discussed
by the Remuneration Committee

the feedback shared by Isabel Hudson as the designated
non-executive director for workforce engagementon
colleague views and discussions at the formal meetings and
informal check-ins with the Colleague Board.

the group risk management framework twice, with in-depth

discussions on certain GRCs, including the point and emerging

risks and uncertainties facing the group and our risk appetite
for each {see pages 55to 65). The Board alsoreceived
regular updates from the Audit & Risk Commitiee, who
undertakes detailed reviews of the group’s risk management
and internal controls systems, including key controls and their
effectiveness (see page 92), as well as GRCs not discussed by
the Board

our approach to the Russian invasion of Ukraine, especially its
impact on our stakeholders and any directly or indirectly
affected colleagues, as well as operational and reputational

considerations, key risks and mitigations. The Board continues

to keep our approach under review

the format for the 2021 AGM. To enabile shareholders to
engage with the Board at the AGM, despite the ongoing
Covid-19 pandemic and broader public health considerations,
a hybrid meeting was held with shareholders being strongly
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encouraged to attend the AGM electronically and the meeting
broadcast via a live webcast, Shareholders were able to
pre-register their questions ahead of the meeting orask
questionsthrough the electronic platform during the AGM
itself. Building on the success of the 2021 AGM, we willonce
again be holding a hybrid meeting for the 2022 AGM (see the
Notice of meeting at bt.eom/agm for further details)

the Annual Report, which was subsequently approved on the
recommendation of the Audit & Risk Committee (see page
90), on the basis that, taken as a whele, it is fair, balanced and
understandable and provides the information necessary for
shareholders to accurately assess the group's position and
performance, business model and strategy

the themes and actions agreed as aresuit ot the internal
Board and committee evaluation (see page 84).



Board visit to Birmingham
Snowhill office

Corporate governance report

We held our Board and committee meetings in
September 2021 at our new building, Birmingham
Snowhill. This provided the Board with an
opportunity to visit another office and meet

with a number of our colleagues.

The Board received aninformal presentation from key members
of the team engaged in workplace transformation, on the
progress to date and the specific features of our new offices,
including the environmentat and sustainability features (see
pages 25 and 35}. The Board discussed progress with the team,
including any adjustments to the plan that had been made asa
result of the Covid-19 pandemic and the resulting new ways of
working. It was highlighted that the programme has had input
from colleagues across the crganisation, including:

* Executive Committee members on decision-making, updates
onthe programme and cultural direction

Colleague Board members on the programme vision
and helping to shape the key measures of success

senior leaders on the detivery of key milestones and
supporting other colleagues

colleagues who would be based inthe new offices towhom
updates were provided and to drive up interest and
excitement

our People Metworks, with a focus on buitding facilities
and providing accessibility for coileagues of diverse
hackgrounds and needs.

“Meet the Board” engagement session

The Board also had the opportunity to spend time with a variety
of colteagues in small group tours of the new building to
showcase the facilities led by the dedicated building host teams
and Digital tech specialists, and a “Meet the Board” informal
engagement session with colleagues from across all business
units and Colleague Board members based in the Midlancds. This
orovided the Board with the opportunity to understand
first-hand the views of our colleagues on the new workspaces
and the culture of the office, as well as to more broadly get a feel
for current colleague sentiment. Colleagues remarked that they
felt that the new workplaces encourage collaborative ways of
working and modern technoelogy enables colleagues to connect
across the UK and globally, optimising ways of working
regardless of tocation.
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Board leadership and company purpose continued
The Colleague Board and Board engogement with colleagues

Colleague Board
Whe is the Colleague Board

The Colieague Board continues to be the Board’s chosen
workforce engagement mechanism under the Code. We feel this

is the most effective option for the BT Group, given the structure
! members/invitaes. In line with the previous appointment
process, all BT Group and Openreach colleagues could apply
i tojointhe Colleague Board. \l/

of the business. lts aimis to bring celleagues from across the
group closer to the decision-making process by providing the
Board with an invaluakle, direct insight inte colleague sentiment
and feedback on key initiatives, prcgrammes and
communications to help shape them to be more beneficial for
our colleagues.

The Colieague Board is chaired by the chief executive, and Isabet

Hudson, our designated non-executive director for warkforce
engagement, is a member. Isabel was selected for this role due
to her breadth of understanding of, and interest in, employee
and wider stakeholder matters.

Sahine Chalmers, general counsel, company secretary &
directer regulatory affairs, and Debbie White, HR director, are
also invited and attend all formal meetings. Other members of
the Executive Committee attend meetings on a rotational basis.
The deputy company secretary is secretary to the Colleague

Board and she or her delegate attends all meetings and provides

support, guidance and advice asrequired. The chairman and
other non-executive directors are also able to attend meetings
as observers.

66

Being part of the Colleague Board has provided

me with o unicue insight into the culture of the
orgomisation and how colleagues are feeling, which
the first cohort of members shared candidiy. Shoring
these perspectives with the Board as par: of its own
deliberations has beeninvaluable. § om excited cbout
working with the new members -we have gotoffto o
great start with o highly engoging first meeting!”
Isabel Hudson, designated non-executive director for
workforce engagementand a member of the Colleague Board
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. New Colleague Board members:
. appointment process

! The first cohort of Colleague Board members finished their
. two-year tenure at the end of 2021. Subsequently, we ranan

application process to select the new Colleague Board

Applicants were required to submit:

* amanifesto and a summary of why they wanted to be on
the Colleague Board

= the topics they felt the Colleague Board should be
prioritising for discussion

» endcrsement from at least ten colleagues.

A shortlist of candidates were interviewed and asked to
produce video answers to a couple of questions.
Openreach’s shortlist was provided by Openreach.

The Colleague Board Nominations Committee comprising
Philip Jansen, lsabel Hudson, Sara Weller, Sabine Chalmers
and Debbie White decided on the final members, with
representatives from different levels, across the CFLUs, TlUs
and CUs, and the two invitees from Openreach, We were
keen to ensure that the Colleague Board reflects our
diversity and inclusion aspirations, and it is positive that the
members comprise a variety of backgrounds, experience,
gender, disabilities, ethnicities, locations and frontline
versus corporate colleagues.

The new Colleague Board members will serve a two-year
term up to the end of 2023.



66

Despite the chailenges of the Covid-10 pandemic
throughout their tenure, the Colieague Board
adapted rapidly and embroced new ways of
working. Pc like to thank them for the flignt
collaboration and succass in ensuring collaggues’
views were heord loud and clear L om very much
looking forward te working with the new cohort of
members in the coming year end continuing to give
the veices of our collengues adirect chann
executive team and the Board”

R iaRast)

Philip Jansen, chief executive and chair of the Cotleague Board

Colleague engagement with the Board

At each formal meeting of the Colleague Board, management
and/orthe Board (via Isabel Hudsenj have the cpportunity to
discuss areas thatthey would like the Colleague Board members’
perspectives on, as well as the members advising on Hot Topics
raised by colleagues that they feel should be broughtto the
attention ofthe Board ancl/or management. Isabel reports back to
the Board and its committees, as appropriate, on discussions with
the Colleague Board. The meeting materials and notes are also
made available to the full Board. Isabel also spent time engaging
with the members outsicle of the formal meetings during the year,
and was invited to, and attended, members’ team meetings.

Whilst the Colleague Board is the Board'’s formal chosen
workforce engagement methad, it is used alongside other
colleague engagement mechanisms by the Board. Directors
llaise with colleagues outside of Board and committee meetings
through visits to other offices and sites (see page 79 for the
“Meet the Board” engagement session in Birmingham). The
chief executive also holds guarterly PJ Live events which provide
allcolleagues the epportunity to ask the chief executive
guestions on any subject in an informal forum. See page 36 for
more information on how we engage with colleagues.

Colleague Board communications
with our colieagues

Coileague Board members feedback on the discussions from the

formal meetings to the wider workforce, as well as highlighting
points at Colleague Board meetings that have been raised by
other colleagues. Members are encouraged to connect with
other internal engagement channels including the People
Networks and accessing the Your Say engagement survey
results to gain anincreased understanding of the views of ocur
colleagues on key issues. The chief executive also invites
Colleague Board members to join his senior management calls.

66

I believe there gre big things coming in the future
for BT Group. which can oniy be hiager and better
when we listen to the voice of our people. bwon!
to be an enabler for making that happen.”

Emma Lee, current Colleague Board member
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: Each Colleague Board member is supported by their respective

¢ unitinternal communications team, enabling a good rapport to

i be builtin-unit. The director of internal communications attends

© Coiteague Board meetings and members are encouraged to give
their views on key internal communications.

i Colleague Boardfocus inFY22

The Colleague Board held four formal meetings thisyearand a

¢ humber of informal sessions withinternal teams. Through both

: the Board and the senior leadership team, the Cotleague Board’s
i viewswere sought on pan-BT programmes (including how they
align with ourvalues and culture) and how we communicate

: these with our colleagues. The Cotleague Board has continued

¢ tosuccessfully contribute to, and shape, some of our key

. initiatives this year, by sharing their different views and

© perspectives,

! The best thing about being ¢ Collecgue Boord

i member is colichorating with colieagues across
. all the different units and shoring their insights

D atthe mesatings.”

Steve Tucker, Colleague Board member, 2020/21

The Colleague Board'’s highlights this year include:
: * helping the Board to understand the perspectives of our

colleagues on a range of different topics, including the
progress of our digital transformatfon and diversity and
inclusion initiatives, and the communications and support
available for celleagues throughout the pandemic. The
members participated in two-way discussions, sharing their
own views to help refine approaches

* working closely with the HR director and her team to identify

improvements to our recruitment assessorinciusion champion
training, including delivering an interactive session on
unconscious bias

providing input on our communications engagement planin
relation to ‘Being trustecd: our code’ (see page 18), ahead of its
launch to help embed this throughout the organisation

nroviding views on the Manifesto ahead of its [aunch in
December 2021, including how this could be used to engage
andinspire our colleagues to bring it to life (see pages 32

to 35)

previding views on our approach to hybrid working and the
return to workplaces, by sharing their own experiences and
suggestions for how we could successfully transition to our
new smart working model.

: The first cohort also spent time towards the end of their tenure
: reflecting on the effectiveness of the Colleague Board overits
! first two years. The feedback has been used to make
improvements to strengthen it for the next cohort.
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Section 172 statement

In their discussions and decisions
during FY22, the directors of

BT Group plc have acted in the way
that they consider, in good faith,
would be most likely to promote the
success of the group for the benefit
of its members as a whole (having
regard to stakeholders and the
matters set out in sub-sections 172(1)
(a)—(f) of the 2006 Act).

The Board censiders the matters set out insection 172 of the 2006
Actinallits discussions and decision-making, including:

The likely consequence of any decision inthe long term:

The directors recognise that the decisions they make today will
affect the group’s long-term success. During the year, the Board

discussions on group strategy (see page 77). Our purpose and
strategy demonstrate how we will realise our ambition and grow
value for all cur stakeholders. Thisin turn guides the Board’s
decisions, specifically the balance between short and long-term
investments. The third pillar of our strategy {lead the wayto a
bright, sustainable future) incorporates cur aim to identify and
develop new business opportunities that will help us grow
sustainably in the future. Mare information on our strategy

can be found from pages 18 and 19.

The impact of the group’s operations on the
community and environment:

The Digital Impact & Sustainability Committee reviewed and
endorsed the Manifesto for a bright, sustainable future, which
aims to accelerate growth through technology that’s
responsible, inclusive and sustainable, ensuring the group can
continue to build trust and create value for its stakeholders. The
committee also monitors progress on the digital impact and
sustainability strategy and oversees the progress of our related

{nline with the ambitions we have in this area, the committee
approved the acceleration of BT Group™ net zero target for its
own operations from 2045 to the end of March 2031 and a new
net zero target for supply chain and customer emissions to be
achieved by the end of March 2041.

For more information on this see page 45,
Information as to how we have addressed the recommendations of the TCFD
framework can be faund on pages 66 to 69.

The desirabiiity to maintain a reputation
for high standards of business conduct:

The Board acknowledges its responsibility for setting and
monitoring the culture, values and reputation of the group.
Our colleagues are central to us achieving our ambiticn and we
are building a culture where our colleagues can be their best.
During the year, the Board considered the group’s culture in

its decision-making and discussions; further details on this

can be found on pages 76 and 78.
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i During the year, we launched ‘Being trusted: our cade’ which

: setsout the principles of how we expect our colleagues, and

: anyone who represents or works with the group, to behave,

¢ do business and connect for good. It demenstrates our
commitment to high standards of business conduct, directly

¢ links with BT Group’s purpose: we connectfor good, and aims to
¢ support our ambition to be the world’s most trusted connector

: of people, devices and machines. It provides a guide to ensure

! colleagues live up to our values, set highest standards, meet

! legaland regulatory obligations, create the fairest environment,
and welcome, respect and hear diverse opinions. The new code
. was discussed with the Audit & Risk Committee ahead of launch.

@ @ Information on ‘Being trusted: our code’ can be found on page 18 and

at bt.com/ethics

The Audit & Risk Committee also considered regular reports
: from the ethics and comgptiance director on our ethics and

! compliance policies and programmes and reports on issues
i raised through Speak Up, BT Group’s confidential,
whistleblowing hotline (see page 93).

The interests of our colleagues, and the need
! tofoster business relationships with our
¢ keystakeholders:

had particular regard to the long-term success of the groupinits
: The Board and its committees understand the strategic

. importance of stakehotders to our business. When making

i decisions, the directors have regard to the interests of

i colleagues, and the need to foster business relationships with
other key stakeholders. We acknowledge that not every decision
: we make will necessarily result in a positive outcome for all our

: stakeholders, so the Board must balance competing interestsin
i reaching its decisions.

1 While the Board engages directly with stakeholders on some

¢ issues, the size and distribution of the BT Group and our

. stakeholder groups means that stakeholder engagement often
happens below Board-level. However, the Board considers

: Information from across the organisation to help it understand

! how our operations affect our stakeholders’ interests and views.

@ More details onhow we engage with key stakeholders {including customers

andsuppliers} on pages 36to 41,

Our colleagues are key to cur success, and they are always

: consicdered as part of the Board’s discussions and decision-
i making. The Board and its committees have considered
geals, including those in respect of climate and the environment, | colleague wellbeing, our diversity and inclusion ambitions,
i organisational culture and the impact of our transformation
programme on them, as well as on employee relations

¢ (see page 78 for more details). The Beard engages with

: colleagues primarily through the Colleague Board and

i through our designated non-executive director for workforce

i engagement (see pages 80 and 81). In this role, Isabel provides
: feedback after each formal Colleague Board meeting and also
: discusses any topics raised by members at relevant Board and

i committee meetings.

@ Other colieague engagement channels are set out on page 36.

The need to act fairly as between
i BT Group’s shareholders:

i During FY22, the chairman, chief executive, chief financial

i officer, other executives and the investor relations team held
various meetings with investors (see page 38 for more detailon
: our engagement with sharehalders). These meetings gave



investors the oppaortunity to discuss views on financialand
operational performance, capital investment, pensions, capital
allocation policy and environmental, social and governance
matters. The Board is mindful of having two significant
sharehclders but considers any decisions it makes in the

interests of all sharehclders.
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| Decisions made during theyear

The following are some of the decisions made by the Board
¢ this year which demonstrate how section 172 matters have
. beentakeninto account as part of Board discussions and
decision-making:

Decision

50:5G joint venture company
with Warner Bros. Discovery,
Inc. bringing together the
sports content offering of
both BT Sportand Eurosport
UK

! What happened

¢ Inline with our announcement in April 2021 and in light of our broader strategy, the Board with managemant

i considered a number of different options for the future of BT Sport, and the key opportunities and risks of each
i ofthese, aswell as the financialimplications and the impact on key stakeholders, including cur customers,

¢ investeors and colleagues. As part of this, it also explored a number of strategic partners during the year, to

: consider ways to generate investment and strengthen our sports business, to help take it to the next stage inits
¢ growth. Accordingly, the Board recognised the benefits that a 50:50 joint venture company with Warner Bros,
Discavery, Inc., bringing together the sports content offering of both BT Sport and Eurosport UK, would bring

¢ forour BT Sport customers who weuld get access to Discovery's sport and entertainment content, including the
discovery+app.

In May 2022, the Board approved the 50:50 joint venture with Warner Bros. Discovery, Inc., bringing together
* the sports centent offering of both BT Sport and Eurosport LK.

BT Pension Scheme (BTPS)
triennial vatuation

The Board was kept updated on discussions with the BTPS5 Trustee on the triennial valuation as at 30 June 2020
: andconsidered the possible range of valuation outcomes and different appreaches to future contribution and
investment strategy.

! The Board reviewed potential outcomes in the context of our overall business cbjectives and both the current

¢ and expected future regulatory and legislative environment. The Board considered the expected deficit,
associated deficit recovery payments and details of how the nreviously endorsed asset-backed finance structure
. and co-investment vehicle arrangements are expected to be used, and the impact of this on our stakeholders.

: The Board considered the upside benefits of the valuation package for curshareholders, the BTPS Trustee
tandits members (current and previous colleagues), as well as guidance from the Pensions Regulator.

fin May 2021, the Board approved the overall valuation agreement, after considering the impactonits key
stakeholders inciuding celleagues that are members ofthe BTPS. The agreementincluded a deficit repair plan,
| asset-backed funding and a new “stabiliser” mechanism. The stabiliser mechanism reduces the risk of future

¢ trapped surplus and provides more certainty that the BTPS will achieve its path to full funding by clarifying how
: future increased deficits would be funded. This provides an enduring solution for the group and the BTPS,

¢ enabling the group’s transformation and investment programmes and helping to protect the BTPS as it
progresses towards a low risk, long-term investment strategy.

Qutsourcing and partnering
arrangement with Rackspace
Technology, Inc.

The Board considered the preposal to enter into an outsourcing and partnering arrangement with Rackspace
: Technology, Inc. The benefits and the risks of the arrangement within the context of the hybrid cloud market

i and alignment with our broader strategy and transformation plans were discussed. In approving the decision,
the Board also reviewed the impact of the proposed arrangement on colleagues, customers, communities and
¢ shareholders, as wellas on our key financial metrics. It recognised that this would offer enhanced capabilities,

¢ products and expertise to meet our customers’ business needs, as well as providing an improved digital

. experience for them. It was also noted that it would deliver substantial cost benefits, digital growthand an

. enhanced digitally managed services portfolio.

Funding of our increased anc!
accelerated FT TP build plan
from 20m to 25m premises by
December 2026

I Overthe last few years, the Board has held a number of in-depth discussions with management on the level and
pace of our ful! fibre build and the advantages and disadvantages of accelerating this with a particular focus on

! our abiiity to fund the related large capital expenditure investment, the regulatery framework and the impact of
i this onour stakeholders.

In 2020, the Board approved the increase of our FTTP buiid to 20m premises, subject to the required critical

i enablers. The regulatory clarity provided by Ofcom’s Whalesale Fixed Telecoms Market Review (WFTMR)

: publishedin March 2021, coupled with the Government’s announced cash tax super-deduction in the same

¢ monthand the positive outcome from the 5G spectrum auction, meant that having considered the capital
expenditure required, the risks involved and impact te our madium term plan, in May 2021, the Board further
: approvedanincreased snd accelerated FTTP build to 25m premises by the end of December 2026. In making
this decision, the Board considered the impact on our stakeholders, which included the benefits to our

i customers, colleagues and shareholders, as wall as the impact on the BTPS, cur credit rating and subsequent
! impactonour bond holders, and the desire to support the UK Government's fibre ambitions and our own

¢ purpase, we connect for good.

i Forthe additional 5m build, the Board agreed to consider whether this should be built entirely from internal
resources or funded through a joint venture with a third party. In November 2021, having considered anumber
i of factorsincluding the further reduction inthe FTTP build costs by Openreach, take-up being ahead of

: expectations, and the impact on cur stakeholders, in particular our shareholders who would retain 100% of the
ownership and accerdingly the returns, the Board decided that the BT Group should fund the full 25m FTTP

t build itself.,
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Board composition, succession and evaluation

FY22 Board and commitiee evaiuation

Inline with the Code, we annually undertake a formal and
rigorous evaluation of the performance of the Board and its
committees, the chairman and individual directors, which
considers the Board’s composition, diversity and effectiveness.
Given an external evaluation was completed in FY21,

we undertook an internal evaluationin FY22.

Process

Tailored gquestionnaires were circulated to members and
attendees of the Board and each of its commiittees. The
evaluations focuscd on composition, succession and hnw
well-placed the Board is to add value to the business, in terms of
how it oversees strateqy, risk management, people, culture and
performance. Focus was also given to the Board’s dacision-
making processes, as well as how well it considers stakeholders
as part of its decisions and discussions.

Given the recent appointment of the chairman, he held
individual discussions with each director to understand their
views on the workings of the Board and Executive Committee,
their relationship with management, the organisation and how
effectively they feel they are contributing and are supported as
individual directors. The senior independent director undertook
adiscussion with the full Board (without the chairman) and the
company secretary oninitial views of the new chairman.

The non-executive directors also reviewed the performance

of the chief executive during the year.

Agreed areas of focus and actions

QOverall, the Board and its committees are considered to be
effective. There were certain areas of focus which the Board felt
would continue to improve its performance and effectiveness.
Accordingly, the directors agreed on the following areas of focus
and action for FY23; progress shall be reviewed by the Board
and/or fits committees as appropriate during the year, with any
ongoing areas feeding into next year’s evaluation process.
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¢ Key areas of focus

Agreedactions

i Board and committee
¢ agendaand time

Review how the Board and its committees
canspend their time moere effectively with
aspecific focus on the execution of our
transformation programme and priorities, in
particularin relation to pan-BT programmes,

Stakeholder focus

Consider howwecan increase the entire
Board’s understanding of the views of all our
stakeholders,

People strategy and Increase the time that the Board spends

. culture discussing our people/HR strategy with a

specific focus onorganisational talent and
succassion planning and how this underpins
the transfermationagenda. Develop a better
understanding of the key measures and
deliverables in relation to culture.

| Boart composition

The Nominations Committee, onbehalf of the
Board, will carry out a comprehensive review
of the skills, experience and diversity needed
onthe Board to best support managementin
executing the strategy of the business and
ensure effective succession planning. Itis
recognised that we need to enhance the
Board's technelogy and digital capabilities
given the group’s focus on growth and digital
transfaormation.

: Executive succession
: planning

The Nominations Committee will focus on the
search for the permanent group HR director,
Executive Committee successian planning
and therelated talent pipeline.

Committee composition

Furtherto any potential Board changes, a full
review of the composition and size of the
committees will be undertaken by the
Nominations Committee.

Focus on key risks

The Audit & Risk Committes will continue to
focus on the GRCs, ensuring that we are
tracking the progress of any actions required
to mitigate and manage these risks. There will
be enhanced monitoring of the global risks
and the associated audit coverage, as well as
identified emerging risks and the plans to
mitigate these.

External auditor

The Aucdit & Risk Committee will continue to
focus on monitoring the guality of the externat
auditor and oversee and manage the change
in the lead audit partner, when he rotates off
the BT Group auditat theend of FY23.

! Continue to

! improve papers -
! Remuneration

¢ Committee

The Remuneration Committee will continue to
focus on ensuring that papers are clearand
concise, providing all necessary information
to enable the committee to make decisions.

: Directors’ remuneration
1 policy review

Given the upcoming directors’ remuneration
policy review, the Remuneration Committee
will undertake a comprehensive review to
consider whether this continues te be
appropriate and aligned with our strategy.

: Consumer fairness
: matters

The BT Compliance Committee will continue
to oversee immediate and longer-term
customer fairness matters and how we look to
measure progress, including how we are
supporting vulnerable and [ess technically
able customers.

Oversight of the
: Manifesto

The Board will consider aligning the role of the
DigitalImpact & Sustainability Committee to
oversight/monitoring of all aspects of the
Manifesto.




Board induction

On appointment, directors undertake a comprehensive
induction programme designed to give them a thorough
overview and understanding of the business. This is tailored

to take inteo account the director’s previous experience, their
responsibilities and, for each non-executive director, specific
responsibilities relevant to their committee memberships. The
programme includes meetings with the chairman, the chief
executive, other members of the Board and the company

secretary {(or her delegate), as well as members of the Executive

Chairman’s induction

programme

66

In my first few months | have
been impressed with the level
of commitment throughout

the business to the BT Group
transformation strategy.
Colleagues at every level of the
organisation have been open,
transparent and helpful in
supporting my induction.”

Adam Crozier, Chairman
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. Committee and senior management. Directors also receive key
. information on our strategy and KPls, governance framework,

i recent financial performance, risk management and internal

i control systems and the policies supporting our business

. practices.

Directors are encouraged to visit our different offices, contact
i centres and BT/EE retail shops, as well as spending a day with an
: Openreach engineer.

Adam joined the Board on 1 Movember 2021 asa non-
executlive directorand chairman designate and became
chairman on 1 December 2021, Ahead of his appointment,
Adam received an induction pack with key reference
materiais that provided a thorough understanding of the
BT Group, including the mest recent financial results,
information on our strategy and each of our business units,
governance framework, director responsibilities, ethical
policies and the Commitments. Ahead of joining the Board,
Adam observed Board meetings in September and
October 2021.

Adam also held a number of other induction meetings
including with the chief executive, Jan du Plessis

(as the incumbent chairman}, chief financial officer,
members of the Executive Committee and the other
non-executive directors.

He also met with other key senior leaders including the

director of risk, compliance & assurance, the director of
investor relations, as well as the chair of the Openreach
Boeard and our external auditor, KPMG.

Furthermore, Adam has held mestings with our key
stakeholders. He has met with nine of our top shareholders
since his appointment, as well as with Ofcom, the
Government, the chairman of the BTPS and colieagues
throughout BT Group, including the Colleague Board
members, to get a better understanding of their views.
Adam has also observed all Board committee meetings.

During FY23, Adam plans to visit Adastral Park, our BT/EE
retail shops and customer contact centres, and to shadow an
Openreach field visit to gain a broader insight into customer
journeys and experiences, and into the work of our frontline
colleagues.
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Board composition, succession and evaluation continued

Nominations Commitiee chair's report

Adam Crozier

Chair of the Nominations
Committee
11 May 2022

The committee’s priority last year was the
search for a new chairman. The focus for

the year ahead is on Board and Executive
Committee succession planning and seeking
to strengthen the capabilities and experience
of the Board in line with the group’s strategy.”

Committee role
The committee is responsible, on behalf of the Board, for:

reviewing the structure, size and composition of the Board
and its committess to ensure an appropriate balance of
skills, experience, diversity, independence and knowledge

reviewing succession planning for the Board and
recommending the appointment of executive and
non-executive directors and the chairman

-

reviewing succession planning and performance of the
Executive Committee.

The committee’s key responsibilities are set cutinitsterms of reference
availlable at bt.com/fgovarnance

Committee membership and attendance

All non-executive directors are members, with the chief
executive attending meetings where appropriate. The
deputy company secretary is secretary to the committee,
and she or her deiegate attends all meetings and provides
guidance, advice and support as reguired.

Committee members and attendees do not attend
committee discussions where a conflict exists. During the
year, five scheduled committee meetings were held and
given the search for a new chairman, six additional meetings
were held which were chaired by iain Conn as our senior
independent director, All members, with the exception of
Jan du Plessis and lan Cheshire, due to their respective
confiicts, attended these meetings. Any member unable to
attend a meeting held a sepa i j i

Meetings attended

Isabel Hudson

a Adambecame a memberon T Novem
1 December 2021. = S CEE

b Jan stepped down from the Beard and the committee on 30 November 2021,

¢ Mike stepped down from the Board and the committee at the conclusion of
the AGMon 15 July 2021,
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Committee focusinFY22

After each meeting, the chair reported back to the Board on the
committee's activities.

Board succession and appointments

The committee focused on searching for a new chairman which
ultimately culminated in my appointment.

Chairman: search and appointment

Furlher Lo the announcement last March of Jan du Plessis’
intention to retire from the Board, we commenced an
appointment process to find a successor.

v

tain Conn, our senior independent director, led the search
process and chaired the committee meetings in relation to
this. Jan recused himself from these discussions and lan
Cheshire, who had expressed an interest in being considered
as a potential candidate for the role, was also not present.

v

After a formaltender process for asearch agency, MWM
Consulting, an independent external search agency, who
has no other connection to the BT Group, or any of the
directors, was appointed to facilitate the process. MWM
Consulting is a signatory of the Voluntary Code of Conduct
for Executive Search Firms (in line with our Board Diversity
and Inclusion Policy).

v

lain engaged with a number of our major shareholders on
their views on the type of candidate we should consider.
Further to a committee discussion on the capabilities, skills
and experience required, and having considered the future
needs of the business and the feedback from investors, a
search brief was agreed. Intine with that brief, MWM
Consulting prepared a longlist of candidates and was
specifically requested by the committee to ensure that it
comprised a diverse range of candidates including female
candidates and those from ethnic minority backgrounds.

v

The committee agreed a shortlist of candidates who were
formally approached by MWM Consulting for consideration
of the role and assessment. Further to a comprehensive
assessment and interview process, feedback was discussed
by the committee at each stage to shortlist candidates based
on the relative criteria and brief. The committee challenged
itself throughout the process on ensuring it continued te
think about a diverse range of candidates far the role.

v

The committee subseguently identified Adam Crozier as
the preferred candidate to chairthe BT Group given his
significant operational and transformational experience in
both public and private businesses across arange of
industries, leading public company boards, developing
teams and managing stakeholders. Further to the
commitiee’s recommendation, the Board appointed Adam
as an independent non-executive director and chairman
designate with effect from 1 November 2021 and as
chairman with effect from 1 December 2021, Adam was
judged to be independent on appointment.

Given the tenure of longer serving directors and Board changes
overthe last couple of years, the committee’s focus for the year
ahead is on searching for additional non-executive directors. It
has engaged an independent, external search consultant to
assist with this. Accordingtly, the committee, on behalf of the



Board, has carried out a comprehensive review of the skills,
experience and diversity needed on the Board, in line with the
group’s strategy and the oppeortunities and challenges we face,
as well as the experience needed for the succession planning of
key roles. Reflecting on feedback from the FY22 evaluation and
this review, it is recognised that we need to enhance the Board's
technology and digital capabilities given the group’s focus on
digital and tegacy platform transformation. We are therefore in
the process of searching for additional non-executive directors,
with at least one director with digital and technology capabilities
and transformation expertise, As part of these searches (and any
new director searches), diversity is a key consideration. Qur
external search consultants are asked to ensure they produce
diverse candidate longlists, with a particutar focus on gender
and ethnicity, and work with us to appoint directors that meet
the aims and targets of our Board Diversity and Inclusion Policy.

Time commitment

On accepting their appointment, directors must confirm they are
able to aliocate sufficient time to discharge their responsibilities
effectively. Directors are expected to attend meetings of the
Board and any committees of which they are members, as well as
the AGM and Board offsites. Directors are also expected to
devote sufficient time to prepare for each meeting and to
participate in other site or office visits to understand the business
better. Before accepting new external appointments, directors
are required to obtain the priorapproval of the Board.

Before recommending the Board approve the appointment of
Adam Crozier as chairman, the committee considered Adam'’s
other commitments and whether he would be able to allocate
sufficient time te the role. This was alse discussed with Adam.
Adam advised that he planned to step down as chairman of
ASOS (in November 2021) and as a nen-executive director of
Sony Corporation (in December 2021). He would remain as chair
af Kantar and Whitbread and the committee was comfortable
that these positicns would not be detrimental to his ability to
perform his duties as chairman of BT Group. Adam has alreacly
spent significant time outside of the scheduled Board and
committee meetings in his first few months familiarising himself
with the group and the business as well as meeting with
management and our stakeholders to understand their views,
The Board Is satisfied with the time he is dedicating to the role
and this will continue to be kept under review by the senior
independent director as part of the review of the chairman.

Ahead of lan Cheshire becoming chair of Channel 4 in April 2022,
the Board considerad the proposed appointment in line with the
time commitment required for BT Group and {an’s other roles. On
balance, the Board felt this would not be detrimental to his ability
to perform his duties as a non-executive director of BT Group.

Election and re-election of directors

The committee considered, in respect of each directer, their
skillsand experience, time commitment and tenure as partof its
recommendation to the Board in relation to the directors put
forward for election and re-election. The Board believes that
each director it has recornmended to shareholders for election
of re-election at the 2022 AGM brings considerable knowledge,
wide-ranging skills and experience to the Board, makes an
effective and valuable cantribution and continues to
demonstrate commitment to their role.

Onrecommendation from the committee, the Board also
considered the continved independence of non-executive
directors as part of its consideration of the re-election
recommendations. The Board continues to consider all non-
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i executive directors as being independent in line with the Code,
i with the exception of Deutsche Telekom’s nominated

: representative. The chairman was judged to be independent at
i the time of his appointment.

@ Details of clirectors’ contracts or letters of appointment are in the Annual

remuneration report on page 111

i Diversity and inclusion

i The Board Diversity and Inclusion Policy sets out our approach
. to diversity on the Board and our aim to have a weil-balanced

: Board with the appropriate skills, knowledge, experience and

¢ diversity to meet our business needs and support our strategic
i aim of building the strongest foundations (see bt.com/

: gavernance). in light of recent publications and the changes to
! the Listing Rules, we will review and update this policy during

: FY23, but we are already considering how we will mest our
targets as part of current director searches. The policy

¢ ensures we:

* apply aninclusion lens te all our decision-making processes

» monitor the impact of our decisions on diverse populations

» value and communicate the benefits that difference brings
and are unapologeticin our pursuit of a diverse workforce at
all levels

actively seek out opportunities across the business to enhance
and strengthen our approach te inclusion.

: Asat 31 March 2022, in line with our current target, four of

i our 11 Board directors were female {36%) and two directors

. were from an ethnic minority background {18%), and in addition,
i one director has a disability. Whilst we appoint candidates

. based on merit, we continue to challenge our external search

. copsultants to ensure that all forms of diversity, in particular
ethnicity and gender, are considered when drawing up candidate
¢ lists and this is a key consideration for our current searches.

. The Board is cognisant that Leena’s departure from the Board

i at the conclusion of the 2022 AGM will reduce the female
 membership of the Board from 36% to 27%, which is below
ourown Board Diversity and Inclusion Policy targets and

i other external expectations. The diversity of the Board will

' be addressed as a priority as part of our search for additional

: non-executive directors,

¢ Diversity is considered in the broadest sense and all forms of

: difference are considered, including age, gender, nationality,

¢ independence, professional background, social and ethnic
backgrounds, business and geographic experience, as well

i as cognitive and personalstrengths. These are considered in

: reviewing the composition of the Board, and where possible,

i are appropriately balanced. We believe a key driver in delivering
i ourdiversity commitments across the crganisation is through

a Board which has this balance of skills, experience, diversity

i and knowledge.

: @ Details of our diversity and inclusion strategy, iInctuding its objectives. link to

strategy, implementation and progresscan be found on page 24

Training and development

The chairman and the company secretary keep the training and
i development needs of directors under review. Non-executive

: directors meet with management, enhancing their

i understanding of the business through briefing sessions. We

! encourage all directors to keep their skills and knowledge
up-to-date and to ask for any support they need. As part of

i ongoing develepment, the company secretary (or her delegate)
. briefs the Board and its committees at each respective meeting,
i asrelevant, on any key legal, regulatory and corporate
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Board composition, succession and evaluation continued
Nominations Committee chair’s report continued

governance develepments. During the year, these briefings
included updates on the institutional 'nvestor guidelines,
environmental, social and governance considerations and
governance publications. Directors are updated as required on
developments in the environment in which the business
operates and internal and external advisers are invited to
meetings to provide updates as necessary, for examptle during
the year an update was provided on the Health and Safety
iegislation and directors’ responsibilities thereunder and the
Naticnal Security and [nvestment Act 2021,

Each director may obtain independent professional advice at

the group’s expense as required. The Board and each committee

are supported by the company secretary and her team, and they
are available to all directors to provide advice and support.

Openreach Limited board succession

Linder its remit, the committee has a responsibility to consider
changes to the Openreach Limited board and recommend any
changes to the BT Group Board for approval. Given Liz Benison'’s
indication of her intention to step dewn from the Openreach

Limited Boare in 2022, a search for her successar was commenced.

InMarch 2022, the proposed appointment of Natalie Ceeney
effective as of 1 May 2022 was considered by the committee and
subsequently recommended to the Board for approval.

Executive Committee succession planning and talent
Throughout the year, the committee has kept under review:

» the performance and succession planning of Executive
Committee members. In particular, the committee discussed
with the chief executive potential successor candidates to the
HR directer. Given the transformation and people agenda,
and the group’s key priorities, the committee considered the
impact of the different options on the organisation and its
stakeholders, and which candidate would best support this.
After careful consideration, the committee approved the
appointment of Debbie White as the interim HR director. The
committee continues to focus on the search for a permanent
HR director and broader Executive Committee succession
planning, including having oversight of the talent pipeline
with a focus on diversity

key talent at senior leadership level. The committee reflected
on the importance of identifying critical roles and building
stronger diversity of experience, gender and ethnicity, as well
as commercial, technology and transfermation capakilities,
both through potential external candidates and through our
internal talent pipeline

in line with our policy on external interests for Executive
Cemmittee members (including executive directors) and

the CEQ, Openreach. Underthis palicy, proposed external
directorships and other significant external interests must
not be to an organisationthat is a BT Group competiter/major
supplierto BT Group, create a conflict of interest for the
individual with their rcle at BT Group, invelve significant
amounts of BT Group working hours orimpede the ability of
the individual to perfarm their BT Group role, or involve
disproportionate incentives or remuneration, with reference
to the time commitment of the rote. Any fees or other
incentives arising from such appointments may be retained by
the individual, subject to the amount being proportionate.
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the external appointments of Executive Committee members,

Chairman and non-executive directors’ tenure
As at 31 March 2022

0-2years 3 33%
2-4years 4  45%
4-Byears 4] 0%
7-9years 2 22%
9+years 0 0%
Diversity and independence
Asat 31 March 2022
Male @ Female
@ Disability @ Ethnic minority background
Board
Chairman (@]
(independentonappointment) = (-
Non-independent OO0
exscutivedirector [ o
independent oo 000
non-executivedirector C2CAL020007
Nen-independent, O
non-executive directer [

Executive Committee

(including CEQ, Openreach and executive directors on
the Board)

As at 31 March 2022

8 (73%)

Executive Committee, company secretary and directreports
(including CEC, Openreach and excluding executive
directors on the Board)

As at 31 March 2022

o TS T
: o) &= I,

A
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Audit, risk and internal control
Audit & Risk Commitiee chair's report

Wl
&6

Matthew Key
Chair of the Audit & Risk
Committee This yearn the comimitiee continued o focus on
11 May 2022 ! reviewing our systems of risk management and
! internal control, norticuloriy on the enhancements
.................................... e Y0 OUT Fisk manogement fromework, gnd the
Committee role i implementation of our finance ronsformation
The committee is responsible, on behalf of the Board, for: progromme.”

» monitoring the integrity of the financial statements and

overseeing the financial reporting process Committee focusin FY22
reviewing the effectiveness of the group’s systems of risk :

The committee met six times this year, As committee chair,

management and internal controf i Imetwith the KPMG lead audit partner, the internal auditor
- reviewing the effectiveness of the internal audit function and managementas approprfate ahead ofmeetingsto discuss
* approving the appointment, reappointment, remuneration : specific items of focus to report to the committee. After each
and removal of the external auditor, as weil as the terms of i meeting, [also reported back to the Board on the committee’s
the engagement and the provision of any non-audit activities, the mainissues discussed and matters of particular
services, overseeing the external auditor’s independence : relevance, with the Board receiving copies of the committee’s
and effectiveness in delivering a quality audit. : meeting papers and minutes.
@ The committee's key responsibilities are set out in its terms of reference
available at bt.com/governance Financial reporting
.............. S I P RPN \ During the year, the committee considered the full year and half
Committee membership and attendance i yearresults, and the Q1 and Q3 trading updates. |t reviewed the
The committee members are allindependent non- i guality of accounting policies and practices, as well as critical
executive directors with a range of skills, and the committee i accounting estimates and judgements.

as a whole has experience relevant to the sectorand acts
independently of management. Allisen and { have recent
and relevant business and financial experience (as set out in

The committee considered, and was satisfied with:

»

the processes supporting the preparation and consolidation

our biographies on 939974? inline with the (;ode.Th'e of the financial statements, including consistent application of
deputy company secretary is secretary to this committee, :  the accounting policies, and the ongoing verification by
and she or her delegate attends all meetings and provides ! management and the external auditor

guidance, advice and support as requirec. The chairman,

chief executive and chisf financial officer attend commitiee i = management’s accounting judgements and the appropriate

meetings as required. i application of the accounting policies, having alse discussed
: these with the external auditor.

*

Private committee sessions with the internal and externat
auditor were held at each meeting without management

: More information on BT Group's sigmificant accounting policies isset out on
N . page 135
being present. The external auditor was not present at

meetings where their performance and/or their The committee exercised its judgement when considering
remuneration was discussed. : matters related to the financial statements, and recommended
i approval by the Board of each of our full year and half year
Meetings attended ¢ results, Q1 and Q2 trading updates and the Annual Report.
Matthew Key (chai)  6/6 5
IanCheshrre“ 4/4
lainConn 77 6/6  Sara weller 6/6

a lan joined the committee on 1 September 2021,
b Mike stepped dewn from the Board and this committee at the conclusion
of the AGM on 15 July 2021.

Otherattendees (x Regular attendee - Attendsas requlred)

Chiefexecutive o U
B S -
Dwecmrgroupfmancex
RN nsk o mphance& assurance ................................. -

Ethics and compliance director

Details onthe FY22 avaluation of the committee’s effectiveness canbe
found on page 84

BT Greup ple AnnualReport 2022



90

Audit, risk and internal control continued
Audit & Risk Commitiee chair’s report continued

Qverview of the year

Focus Considered by the commities
12021 :2022
‘May ‘Jul Oct iNov iJan Mar |

Financiai reparting:

= Results/trading updates and accounting judgements
s Annual Report 2021

* Regulatory financial statements 2021

» Gioing concern assessment

L
i
[
-
* Viability statement 3§
. I
]
|

Major contentiocus matters

Internal controls over financial reporting

Finance transformation programme

GRCs and CFU risk reviews; point and emerging risks : —

Report from Cpenreach board, audit, risk & compliance committee chair on the risks in

Openreach - -

Compliance with Code requirements - risk management framework [

Ethics & compliance:
» Ethics & compliance programmes
* Speak Uip (whistleblowing) reports

)
» Being trusted: our code® [ ]
I

[

Internat audit:

= |nternal audit report

* FY23 groupinternal audit plan

« Groupinternal audit charter

* International audits coverage and analysis

External audit - KPMG;
- External audit report I
+ External audit plan - : :
* Audit and non-audit fees — :
= Effectiveness K 3 E

-

+ Independence and reappointment

a The draft code was also shared with the committee ahead of launch in September 2021.

Fair, balanced and understandable censidered that the following had been carried cut and this

In May 2022, the committee reviewed the Annual Report 2022, formed the basis of its recommendation to the Board:

having previously fed back on earlier drafts. The committee « averification process covering the factual content reviewad
concluded that the Annual Report 2022, taken as a whole, was by the internal audit team

fair, balanced and understandable and provided the

information necessary for shareholders to assess the group’s * comprehensive reviews by different levels of management,
position, performance, business model and strategy. It also including the Executive Committee, to consider the
considered the TCFD (ses pages 66 to 69), and the potential messaging and ensure consistency and overall balance,

impact on forward-looking assumptions supperting going
concern and viability assessments. Inits assessment, it
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Significant matters related to the financial statements
and how these were addressed

Group accounting policies, critical estimates and judgements

The committee considered the accounting policies and
disclosures in the consolidated financial statementsregarding
critical and key accounting estimates and significant judgements,
including the valuation of our pensions assets and obligations,
taxation, and contingent liabilities associated with litigation,
provisions and our goodwill impairment model.

The committee considered management’s forecasts of group cash

flows and net debt, as well as the group’s liquidity requirements
and borrowing facilities, including downside scenarios from the
viability model as discussed below. Following this review and a
discussion of the sensitivities, it confirmed that the going concern
basis of accounting continues to be an appropriate basis of
preparation forthe financial statements and recommended it for
approval by the Board.

@ See page 115

The committee assessed the process and assessment of the
group’s prospects, the time horizon and how this aligned with
the group’s long-term forecasts, taking into account the group’s
current position and principal risks. The committee also
considered the greup risks in management’s stress testing
model, including the review of downside scenariosand a
combined ‘severe but plausible’ scenario where multiple
inter-connected risks materialise. The committee was satisfied
that the viability statement could be provided and endorsed the
selection of a five-year time horizen as a basis for the statement
and the approach to its development, and recommended it for
approval by the Beard.

@ See page 70

Regulatory financial reporting

The committee supported the processes and systems
enhancements that were implemented to ensure that the group
met its 2021 regulatory financial reporting obligations.
Pensions

The committee considered the assumptions underlying the
valuation of the pension assets and liabilities in the financial
statements, as summarised in note 20 to the consolidated
financiat statements, the sensitivities around the assumptions
and the impact of the assumptions on the balance sheet, income
statement and related disclosures. In May 2021, the committee
was updated on the triennial funding valuation for BTPS, the
possible range of valuation outcomes and our funding position
ahead of the Board’s approval of the funding valuation.
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i Goodwillimpairment

The committee received and discussed the key assumptions,
ettt iNClUCING OPerating cash flow forecasts, resulting headroom and

¢ the sensitivity analysis performed by management. The committee
i considered and was satisfied with the key assumptions and agreed
that ho goodwill impairment charges were required for FY22.

© Major contracts

The performance of major contracts in Enterprise and

: Globalwere considered, including accounting judgements,

: assessments of the recoverability of dedicated contract assets,
and any requirement for loss provisions.

The committee assessed the results of management’s annual
: asset life review, asset verification exercise and review of fully
i depreciated assets. The committee was satisfled that the

! judgements made, and the methodology applied, were
appropriate.

Divestments

: The committee reviewed the judgements made in relation

i to the group’s divestments, including on whether the held for

. sale criteria had been satisfied, the judgements involved in
accounting forthe BT Sport 50:50 joint venture, disclecsed as a

: post balance sheet event, and how goodwill should be allocated
¢ to divested or held for sale entities.

¢ The committae reviewed specific items guarterly, and considered
and agreed that they were appropriately categorised. ltalso

i considered management’s view of the quality of earnings and of

i the effective tax rate. At each quarter, it considered a detailed

i assessmentof provisions, and the committee was satisfiad with
the analysis provided in relation to the resuits.

i Finance transformation

Throughout the vear, the committee was regularly updated on
: the implementation of a new central finance system and group
i accounting book of record and considered in particular the

! impact on publishad financial information and the group's

i controlenvironment.

: FRCreview

¢ In February 2022, the Corporate Reporting Review cepartment
. of the FRC advised that cur Annual Report 2021 had been

¢ subjecttoits review. It did not raise any questions or queries on
our accounts. It did note a number of matters where it believed

¢ that users of the accounts would benefit from improvements to

. our existing disclosures. This feedback has been reflected within
¢ this Annual Report. The FRC review does not provide any

i assurance that the Annual Report are correct in all material
respects; the FRC’s role is not to verify the information provided,
: but to consider compliance with reporting recquirements.
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Audit, risk and internal control continued
Audit & Risk Committee chair's report continued

Risk management and internal controls systems

The group has enhanced its framework of risk management,
controls and assurance for dealing with its landscape of risks.
This framework provides the tools te enable us to be smart with
risk and improve operational and ethical discipline. The risk
management processes identify and monitor the risks facing the
group and the risk landscape is divided into areas of enduring
risk called GRCs, which cover strategic, financial, operational
and compliance risks.

Furtherinformation on our risk management framewerk and principaid risks
can be found on pages 55to 65

Management continues to build a more robust controls
landscape through the engoing finance transformation
programme, and a rigorous financial controls assurance
approach has been followed in line with previous years.
Management has undertaken testing of the design and
implementation of all key financial controls and effective
rellance on the systems tested was confirmed.

In I'ne with the Code, the Board monitered the effectiveness of
the group’s systems of risk management and internal controls
through detailed reviews of the GRCs and consideration of
reports from management, as well as from internal audit and
other assurance functions. Much of this work was undertaken
by this committee on the Board’s behalf, Given that the Board
is ultimately responsible for the group’s systems of risk
management and internal controls, as chair, { subsequently
reported the key matters from each of these sessions to

the Board.

The activities listed below collectively enable the committee
to confirm that the group’s systems of risk management and
internalcontrols have been appropriately reviewed. The
committee considered these systems throughout the year.
Where required, it proactively discussed the suggested
improvement actions and monitored their progress. Further
information onimprovements being made to the overall risk
management framework, as well as specific actions taken to
manage our principalrisks can be found on pages 55to 57.

In addition to the significant improvements in the “wiring”

of our approach to risk and control, the committee discussed

the improvements made to the risk and control “mindset” across
the group. Led by the chief executive, pregrammes to improve
operational integrity — robust operations and smart decisions in
an ethical way — are aimed at improving our management of risk
at all levels. These programmes aim tc make our requirements
simpler, ensure colleagues hold themselves and others to
account, listen for initial signals of emerging problems, and think
smartly through potential consequences when making decisions.

Activities carried out during the year:

The committee held open and honest discussions on the

GRCs with the Executive Committee risk owners tc understand
current and anticipated risk developments, and reviewed how
effectively the risks are being mitigated and managed. It

within the GRCs, the effectiveness of the controls, mitigation
activities and any areas for improvement. The committee
robustly assessed both current, specific concerns (point risks)
and uncertainties that may materialise in the future (emerging
risks), particularly as a consequence of adverse changes to the
economic, social, regulatory, political or technology
environment, or as an unintended consequence of new products
and services being offered or developed by the group. The
committee agreed with management any actions required to
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{ manage or mitigate these risks effectively. The committee

: oversaw the preparations required tc ensure compliance ahead
. ofthelaunch of the group’s hardware financing offering. it

! discussed the systems, processes, controis and capabilities in
place to ensure the necessary assurances ahead of the go live.
 The committee considered the go/no go criteria, reviewed ancd
: assured by anindependent third party and internal audit and

: was comfortable that the criteria had been met, subsequently
approving proceeding to launch.

¢ Given the legal and security risks associated with the data we

: manage, the importance to our colleagues, customers and the
¢ group's ambition, as well as the ever-increasing regulatory

i scrutiny in this space, the committee has received a number of
! updates onthe management of this GRC, and monitored

. progress against any agreed enhancements.

The committee continues to monitor cyber security risk closely.
: Anindependent strategic cyber security assessment has been

i undertaken, as well as a separate external review of our security
i strategy. A cybersecurity remediation plan has also been

¢ established which has identified key initiatives required te
achieve risk appetite targets.

: The committee considered management’s approach to

i managing emerging risks within the risk management framework
andin each of the GRCs. The committee held in-depth

: discussions onthe emerging risk prefile and landscape,

: particularly the key disruptive technology-related emerging risks.
¢ Inaddition, with the CFU CEOs, the committee now undertakes

¢ unit risk reviews, which cover how the GRCs are being managed in
the respective units, and the significant point and emerging risks.

¢ InFY22,we commenced with a review of the Enterprise unit.

Inaddition, the committee monitored the operation of

: management’s assurance appreach to internal contrels over

¢ financialreporting (ICOFR} and considered the implications of

! management’s conclusions for the purposes of the preparation

: ofthe Annual Report 2022. The committee was satisfied that the
' necessary ICOFR testing had been carried cut, and that any
related control deficiencies identified were appropriately

: addressed, orarein the process of being addressed.

The committee continued to monitor the finance transformation
¢ programme which supports the ongoing improvement of

¢ controls identified through management’s testing and

i compliance monitoring programme. The committee received

! updates onthe progress of the execution of the programme,

¢ which aims to deliver a more automated, preventative controls
environment over the medium term. Ahead of the committee’s

: endorsement of the go-live, the committee considered how the
i specific go-live criteria and programme governance processes

. were mat.

The committee also monitors the outcome of the Department
: for Business, Energy & Industrial Strategy (BEIS) consultation
i paperand how this may impact our current controls
development strategy.

considered the definition of risk appetite and supporting metrics



Ethics and compliance

This year, the group launched '‘Being trusted: our code’

which sets out the principles of how we expect our colleagues,
and anyone who represents or works with us, to behave, do
business and connect for good. The committee discussed

its background and purpose ahead of launch. 'Being trusted:
our code’ demonstrates cur commitment te high standards

of business conduct. It provides a set of statements and
promises about what it means to be part of the group, covering
how we treat ourcnlleragues, customers, suppliers, and our
responsibilities in respect of meeting our legal and regulatory
obligations especially in respect of data privacy and security,
finance, the environment and the responsible use of technology
and setting high standards of operaticnal integrity.

@ More informationon thiscanbe found cnpage 18

@ bt.com/fethics

The committee considered regular reports on our ethics and
compliance policies, and programmes and related learnings and
culture. It spent time discussing the enhancernent programme in
relation to international trade, anti-bribery and corruption, as
well as communications regulation compliance in line with the
respective GRC.

Each guarter, the committee received and considered reports
onissues raised through Speak Lip, BT Group’s confidential,
whistleblowing services operated by an independent company,
24 hours a day, in multiple languages, for both written and
telephone reports. The committee ensures that arrangements
are in place for the proportionate and independent investigation
of these and other matters via the ethics and compliance team.
The procedures for Speak Up are reviewed annually with input
from the specialists in Speak Up, HR and legal, to ensure best
practice is maintained and that procedures remain compliant.
On receipt, any whistleblowing reports are triaged by specialist

resource, assigned a priority and, where appropriate, are directed

to aninvestigator from security, HR or legal with appropriate
assistance from subject matter experts and/or independent line
management. On completion of any investigation, the Speak Lip
team ensures the investigation has been therough and fair. High
priority cases are reviewed by a multi-disciplinary panel for
completeness before closure. The committee discussed any
themes identified across the casesreceived, the outcomes of
these cases and the overall rates of substantiation. The
committee was also kept up to date on the introduction of a new
HR helpline to enable colleagues to access “in the moment”
assistance with any issues.
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! Internal audit

Internal audit provides independent, objective and timely

i assurance to senior management and the Board, through this

: committee, over the design and operational effectiveness of key
! processes and controls that manage the risks across the
crganisation.

During the year, the committee:

« raviewed and approved the group internal audit annual plan,
ensuring it eligned to the principal risks of the business

+ reviewed and, taking into account the current needs of the
group, approved the internal audit charter, which establishes
internal audit’s independence, authority, remit and reporting
lines to conduct its work

» received regular reports frominternal audit on its activities
and progress against the group internal audit plan, allewing
the committee to monitor delivery against the plan

* heldin-depth discussions with management on allinternal
audit reports where controls were assessed as “inadequate”,
and action plans to address these. The actions were tracked
by the committee, including the responsiveness of
management to the findings and recommendations,
and the progress of closing any overdue actions.

{ During the yaar, the committee carried out its annual
assessment of the performance and effectiveness of internal
¢ audit, including whether the activities, structure, expertise,

: abjectivity and quality of the function were appropriate for

. the business, The committee concluded that internal audit

¢ continues to add value in the context of the group’s overall

: assurance framework. An external effectiveness review of

¢ internal audit was previously conducted in FY19 by the

: Chartered {nstitute of Internal Auditors in accordance with

¢ ourfive-year cycle of such reviews,
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Audit, risk and internal control continued
Audit & Risk Committee chair’s report continued

External audit

The committee is responsible for making recommendations
to the Board on the reappointment of the external auditor,
determining their independence fromthe group and its
management and agreeing the scope and fee for the audit.
Following its review of KPMG’s performance, the committee
concluded that the reappointment of KPMG should be
recommended to shareholders at the 2022 AGM.

Following the audit tenderin FY17, KPMG was appointed as

BT Group’s external auditor from the conclusion of the 2018
AGM. The FY22 audit is KPMG’s fourth audit of BT Group.
John Luke was appointed as the KPMG lead audit partner
forthe BT Group in FY21, having been the audit partner for
Openreach Limited since FY19. Reccgnising the rotational
requirements for the lead audit partner and taking inte account
both his tenure at Openreach and BT Group, FY23 will be John
Luke’s final year as lead audit partner. The committee chair has
discussed John Luke’s succession with the chief executive of
KPMG in the UK, and the committee is currently reviewing
potential candidates put forward by KPMG to succeed John
and to ensure a smoath handover,

During the year, the committee:

considered and approved the proposed external aucht fees for
the year ended 31 March 2022, aswell as the recurring audit
fee for the regulatory financial statements and the interim
review fee (see the Independent auditor’s report cn pages
122 to 128 for more details)

reviewed with the external auditor, and subsequently
approved, the external auditor’s scope of work, audit plan and
strategy for FY22

approved the engagement letter of the external auditer

recommended approval by the Board of management’s
letters of representation

reviewed the annual findings of the FRC’s Audit Quality
Review in respect of KPMG's audits. The committee discussed
the findings and the applicability to the BT Group and are
discussing this further with KPMG.

As part of my year-end report to the Board, I informed the Board
of the outcome of the external audit.

BT Group confirms that it complies with the EU Regulation on
Audit Reform and the Competition and Markets Authority’s
Statutory Audit Services Order with regard to mandatory auditor
rotation and tendering.
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. Independence and nen-audit services

: The committee discussed the external auditor’s independence

: and potential areas that could give rise to a conflict of interest,

¢ and considered the safeguardsin place to prevent
compramising their independence and objectivity. BT Group’s

: non-audit services policy sets out the non-audit services that

: canbe provided by the external auditor, in line with the latest

: ethical standards. The external auditor is not permitted to

i perform any work which they may later be required to audit, or
which might affact their objectivity and independence, or create
i aconflict of interest. Internal procedures describe the approval
i process for work performed by the external auditor, and these

. applied to KPMG throughout the year. The committee monitored
¢ compliance with the policies and procedures and considered

© business relationships with the external auditor, and the level and
: appropriateness of non-audit services and fees. The committee

: willcentinue to keep under review BT Group’s non-audit

¢ services policy.

® Our non-audit services policy can be found at bt.com/governance

The committee reviewed the confirmation and information

received from the external auditor on the arrangements that it has

¢ inplace to safeguard auditor inclependence and objectivity, which
i areconsistent with the ethical standards published by the FRC,

: including specific safeguards where they provide permissible

: non-audit services to the group. The nature of the non-audit

i services carried out by the external auditor during the yearare

i describedin note 8 to the consolidated financial statements on
page 146. These were carried out due to eitherlegal or regulatory

: obligations, contractual requirements, or represented areas of

¢ assurance work where it was materially more efficient for the

i external auditorto be engaged, as opposed to another third party

. duetothework completed inrelation to the audit, and which were
permitted to be performed by an auditor under the Revised Ethical
: Standard 2019. Audit-related assurance services, including the

: auditof the regulatory financial statements, as well as any

: approved non-audit services performed by KPM@G, are considered
¢ alow threattoauditor independence. The largest non-audit
service included work auditing BT Sport’s carved out financial

: statements. This work fell within the scope of limited permissible

: services, which are closely related to existing audit work that

i KPMG provide. The proportion of cther non-audit services to total
services carried out by the external auditor is therefore considered
¢ the most suitable measure of the non-audit services provided.

i These represented 0.6% of the total fees (FY21: 0.8%).
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External auditor effectiveness and quality

The committee assesses the
effactivensss of the external audit
process and the qualifications,
expertise, resources, independence
and objectivity of the externat
auditer, including the nature and
extent of non-audit services
throughout the year, focusing on:

» the quatity of the audit and the
financialreporting process,
including how effective the
external auditoris at identifying
and addressing matters that could
compromise the quality of BT
Group’s reporting

the service of the external auditor
and the relationships with the
committee, key members of
management and the internal
auditor

whether the external auditor has
demonstrated professionat
scepticism

whether the external auditor has
challenged management’s
assumptions where necessary.

Review process

The committee reviewed the auditscope
and planat the start of the year and
received regular auditreports fromthe
externaltauditor. This enabled the
committee to assess the quality of audit
work. The committee had the opportLnity
tointeract with the external auditorat
meetings as wellas to observe the
communication and interactions between
the externat auditor with management
and the internal auditor. The committee
reviewed and monitored management’s
responsiveness to the external auditor’s
requests forinformation, and its findings
and recommendations. The committee
chair also regularly met with the lead
audit partner.

During the year, a questionnaire was also
completed by the committee members
and management to gather their

Conclusion

In conclusion, the committee agreed that:

perspectives on the effectiveness and
quality of the external auclitor's work.

The committee also reviewed the key
findings from the FRC’s Audit Quality
Reviewinrespect of KPMG’s audits.
Whilst the FRC review did not cover the
BT Group audit, the report provided a
basis for the committee to challenge
KPMG over any actions proposed as a
result of the report, and any weakness
identified in audit quatity. The
committee discussed the findings and
the appiicabitity to the BT Group (with
and without KPMG) and witl continue to
keap thisunder review.

* the audit contributed to the integrity of the group’s financial reporting

= the relationship between KPMG and bhoth the commitiee and management

continues to be effective

KPMG demonstrated an appropriate degree of professional scepticism and
deployed a team with the required level of skill and expertise to enable an

effective audit

the audit strategy and plan was appropriately scoped, communicated

and executed

KPMG continues to be independent, and recommendecd to the Board that the
reappointment of KPMG, as our externat auditor, be put to our shareholders for
approvalat the 2022 AGM (this was subsequently approved by the Board).
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BT Complionce Commitiee chair's report

Isabel Hudson
Chair of the BT Compiliance

Committee
11 May 2022

Committee role
The committee is responsible on behalf of the Board for:
s monitoring BT Group’s compliance with the letter and

spirit of the Commitments made as part of the 2017
Bigital Communications Review with Ofcom.

assessing whethar Cpenreach can act with appropriate
independence while BT Group is able to fulfilits parent
company duties

* overseeing consumer fairess matters on behalf of the
Board by monttoring whether BT Group is livingup te
Ofcom’s Fairness for Customers commitments

reviewing, in both cases, how BT Group is delivering
appropriate outcomes for stakeholders.

The committee’s key responsibilities are set cutinits terms of reference
available at bt.com/governance

Committee membership and attendance
Ouring the year, the committee met four times and
comprises independent non-executive directors only. The
deputy company secretary is secretary to this committee,
and she or her delegate attends all meetings and provides
guidance, advice and suppcert as required. The chairman,
general counsel, company secretary & directer regulatory
affairs, commitments assurance office {CAO) director and
Openreach’s commiments monitoring office director also
attend meetings asinvitees.

Meetings attended

lsabel Hudson (chain) ..4/4  AlllsenKirkby  ....8/%
lanCheshire  .......3/4 SaaWeller 3/3
Mike Inglis® 171

a Mike stepped down from the Board and the committee at the conclusion of
the AGM on 15 July 2021.
b Sarajoined the committee on 10 May 2021.

ireport to the Board after each meeting on the committee’s
activities and the main issues discussed, with the Board
receiving copies of the committee’s meeting papers and
minutes. Ofcom also receives copies of minutes and each
year we publish an annual review (available at bt.com/btec).

@ Details onhow we engage with Ofcom can be found on page 41

Details on the FY22 evaluation of the committee’s effectivenesscanbe
fountd on paga B4

* Ofcom’s annual Opanreach monitoring report (December 2021) can be
found at https://www.ofcom.org.uk/__datafassets/pdf
file/D024/229236/annual-openteach-monitoring-report.pelf
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i tomonitor the culture and behaviours across BT
i The committee hos ciso embraced its new ovarsight
: role on consumer folrness, challenging as required.”

It is positive that the spivit and letter ofthe

! Commitmants are sean to be well-embecdded,

i even as the BT Greoup continues to evoive and

i make organisationot changes. with inductions

¢ and training focusing on this areo. We will continue

: Committee focusinFY22

! Compliance with the Commitments

The committee has been pleased to observe that the

i Commitments are well-embedded across the group as

i recognised by Ofcom's annual Openreach monitoring report*.
It has continued to monitor:

»

the adherence of BT Greup’s leadership with the Commitments
inlight of senior leadership changes and the creation of the
Digitalunit

the CAO’s reviews of the annual financial planning, strategy
development and ccmmercial pricing and product processes

the finance transformation programme and how Openreach
informationis ringfenced and access to it controlled. The
committee noted the effective dialogue between BT and
Openreach throughout this transition

stakeholder perceptions by engagement with industry
stakeholders, including CPs, as wellas Ofcom and Openreach

BT Group senior leadership views on how the efforts of both
BT and Openreach have continued to strengthen the
relationship between them

the implementation of recommended enhancements from
last year's independent assessment of the effectiveness of
BT Group’s monitoring framework have made monitering
processes more efficient in managing any Commitments risks

the cutcomes of CAQ compliance “quick checks”, made
decisions on potential Commitments breaches and, where
appropriate, discussed remedial actions. Breaches continue
to remain at a low level in nature and number.

Consumer fairness matters

Inits first year of monitoring consumer fairness (see page 16),
: the committee focused on:

the proposed transition to AlLIP and the introduction of Digital
Voice (see page 16). The committee spent significant time
addressing key issues of the programme with management
including custormer impacts and therelated communications

the decision to proceed with our planned consumer price
increase in March 2022 (announced in 2020) noting current
inflation rates and the continued engagement with key
stakeholders and customers ahead of this

the introduction and prevision of social tariffs, how the group
isaddressing loyalty-related issues, the cap on out-of-
contract price rises, and the broader efforts to support
vulnerable and less technically able customers

year-on-year consumer fairness trends as well as outputs from
the group’s consumer fairness panel meetings.
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Digital Impact & Sustainabilitu Commitiee chair's report

Leena Nair

Chair of the Digital Impact &
Sustainability Committee

11 May 2022

Committee roie
The committee is responsible, on behalf of the Board, for:

agreeing the digital impact and sustainability strategy for
the group

oversight of the progress of cur related external targets
with a particular focus on how these are being executed
through the group’s activities in areas such as digital
skills, responsible tech, human rights, climate change and
the environment.

The committee’s key responsibilities are set outinits terms of reference
available at bt.com/governance

During what continues to be a difficult time forso many, it
has beenencouraging to see the BT Group step up te the
challenge to support our colleagues, communities, the
country and internationally. We continue to focus en
tackiing climate change and environmental challenges,
chamgioning responsible tech and human rights and giving
people the skills they need to thrive in the digital world. Our
strategy inthese areas has evolved under the Manifesto,
which aims to accederate growth through tech that's
responsible, inclusive and sustainable. it is a core part of our
strategy and is reflected in two elements of the annual
bonus non-financial measures, As | step down as chair, lam
pleased to see cur ongoing commitment to this, which will
continue to build trust and create value for all stakeholders,

Committee membership and attendance

The committee members are all independent non-executive
directors. The deputy company secretary is secretary to this
committee, and she or her delegate attends afl meetings
and provides guidance, advice and support as required,

The HR director, corporate affairs director, CEO Consumer,
CEO Enterprise, sustainability & corporate affairs strategy
director, and director of external communications & digital
impact also attend meetings as invitees.

During the year, the committee heid four scheduled
meetings and one ad hoc meeting.

Meetings attended

LeepalNair(chair) 4/4 Mikelnglist 1/1
danduPlessis:  2/2  SaraWeller 4/4
Isabel Hudson® 3/a

a Janstepped down fromthe Board andd the committee on 30 November 2021,

b Isabel gave apologies for one meeting due to pricr business commitmants.

¢ Mike stepped down from the Board and the committee at the conclusion of
the AGM on 15 July 2021.

Ireport to the Board after each meeting onthe committee’s
activities and the main issues discussed, with the Board
receiving copies of the committee’s meeting papers

and minutes.

Details onthe FY22 evaluation of the committee’s effectiveness can be found
onpage B4
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! The taunch of the Manifesto for o bright. sustainable
¢ future this year further demonsirates the group’s

: commitiment to being a responsible. inclusive and

i sustainable business, ond the imporiance of this

: o our strategy.”

Committee focus in FY22

Manifesto for a bright, sustainable future

Ahead of its launch, the committee inputted and shared views
. onthe draft Manifesto, its cbjectives and the activities
: thereunder (see pages 32 to 35 for more detalls on this).

Responsible: Responsible tech and human rights

! The committee considered progress in healthcare technology,
. technology partnering and procurement, data monetisation,

: and external perspectives on data and technology usage.

It also discussed curhuman rights programme and endorsed

¢ BT Group’s human rights policy.

¢ Inclusive: Digital skills

! The committee received updates on the Skills for Tomerrow
programme, Consumer’s activities and campaigns and

i Enterprise’s work to help small businesses. It centinued to

: monitor performance against our digital skills KP1.

i Sustainable: Climate and the environment
! The committee considered:

BT Group’s climate strategy and related KPls, It approved the
acceleration of our net zero target for its cwn gperations from
2045 to the end of March 2031, and a new net zero target for
supply chain and custormer emissions to be achieved by the
end of March 2041

progress in decarbonising our operations including the
adoption of electric vehiclesinto the group’s commercial
vehicte fleet, noting seme af the challenges faced in respect of
this given a lack of vehicle supply and charging infrastructure

the introduction of new goals, to help customers cut 60m
tonnes of CC.e by 2030, and to be a circular business by 2030,
and part of a circular tech and telco ecosystem by 2040

how we would address the recommendations of TCFD
{see pages 66 to 69).

Stakehoider engagement

: The committee discussed the group’s approach to understanding
¢ the interests of our key stakeholders and how this is reflected in
our digital impact and sustainability strategy, external reporting,

i and engagement with stakeholders (including our shareholders)

i inalandscape of increasing focus on environmental, social and
governance factors.

¢ Supply chain

: The committee was kept updated on the programmes and
initiatives in place across the group to manage risks within our

¢ supply chain, Inctuding how we mitigate these risks and ensure
¢ thatthe group remains a responsible, inclusive and sustainable
¢ business.

@ See pages 32 to 35 for more detal on our digital impact and sustamability

strategy and KPls
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Report on directors’ remuneration
Committee chair’s letter

Sirian Cheshire

Chair of the Remuneration
Committee
11 May 2022

Contents

Committee chair’s tetter

Review of Lhe year; committee decisions; key cutturnsand
plans for the year ahead - pages 98 to 100.

Focus on remuneration

The key aspects of our remuneration structure, outcomes
for FY22 and implementation of the Directors’
Remuneration Policy (Policy) in FY23 - pages 101 to 103,

Annual remuneration report

More detail on how we have implemented the Policy during
F¥22including the single figure of remuneration for each
director - pages 104to 111.

Remunerationincontext
How we take account of remuneration conditions across the
group —pages 112 to 113.

Committee membership and attendance

The committee members are all independent non-executive
directors anily. The deputy company secretary or her
appointed delegate acts as secretary to the committesg,

and they attend all meetings and provide advice, guicdance
and support as required,

The chairman, chief executive, group HR director and
director of reward are typically invited to attend meetings.
They do noet attend meetings where thair ownremuneration
is discussed or in other circumstances where theirattendance
would not be appropriate.

Deloitte LLP, as the independent remuneration adviser to the
commities, also attends all meetings.

The committee held five scheduted meetings during the
vear and three ad hoc meetings. The ad hoc meetings have
predominantly been focused on remuneration arrangements
far the Executive Committee.

Meetings attended

lsabel Hudson® 4/5

& Isabel gave apolegies for one meeting during the year due to other business
commitments.

b Leenagave apologies for one meeting during the year due to other business
commitments.
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The Committee has recognised the hard work

i and dedication of our workforce and how that has

i enabled us to continue to deliver for the couniry.

i We've have continued to ensure that any

¢ remunerction decisions token during the yeor were
©inline with pur Diraciors’ Remunerotion Policy.”

: Committee role

i » Determinesthe salary and benefits for the chairman,

executive directors, members of the Executive Committee
including the ccmpany secretary, and monitors remuneration
practices and policies for the wider workforce

+ Sets the performance targets for the annual bonus scheme for

senicr executives for the year ahead

* Determines awards under the annual bonus scheme and the

group’s long-term incentive plans for senior executives

¢+ Reviewsand approves the Report on directors’ remuneration

* Reviews and approves the Policy including seeking

shareholder approval, on a binding basis, at least every
three years

Ensures that all remuneraticn decisions are made within the
parameters of the approved Policy and align with our reward
philosophy and cur values. No senior executive is involved in
any decision about their own remuneration.

After each meeting, | report back to the Board on the
: committee’s activities and the mainissues discussed,

: @ The committee's key responsibilities are set cut in 1ts terms of reference

available at bt.com/governance

: Jamimmensely proud of our colleagues who have continued to
improve customer service and deliver vital connectivity, aswe

¢ extended and strengthened our networks to support the

: country’s recovery despite continued disruption te our business
and the widereconomy,

This report sets cut information on the committee’s activities
: during the year, our remuneration framework and its

i implementation.  have also provided further context cn the

' performance of the business throughout the yearand the

: environment in which the committee made decisions on

! executive pay.

Wider workforce context

: Supporting our workforce throughout the pandemic has been
i akey priority. No colieagues lost thelr jobs as a result of the

. pandemic, and we did not make use of the Government’s
furlough scheme; instead we created new jobs in Openreach

: and expanded our investment in UK fibre infrastructure at

: atime in which other companies cut pay, reduced hours and

: made redundancies.

! However, we were not immune to the financialimpact of the

: pandemic: although we have continued to support our UK

: frontline colleagues each year (through a 1.5% increase in 2020
: anda£1,000 one-off bonus in 2021), our UK management
colieagues have not received an annual salary increase since

¢ June 2019,

This year we committed that all eligible colleagues would receive
 anannual salary increase. Given the rising cost-of-living
. pressure faced by many of our colleagues, we have worked hard



to maximise the impact of this year’s pay increase budget,
focused cur efforts on our lowest-paid colleagues, and sought to
deliver the increase as soon as possible.

Although we regretfully were not able to reach agreement
with the CWU, this year’s pay rise of £1,500 for our UK frontline
colleagues and key workers is the biggest Investment we've
made in more than two decades. We have also voluntarily
committed to paying UK colleagues at least the Real Living
Wage and recently increased our minimum salary across the
board to reflect that.

For our UK management population a total salary increase
hudget of 3% was confirmed, but again we targeted this toward
our lower-paid managers. A lower budget of 2% was availabie
forthe UK senior management team.

However, we acknowledge that this remains a sensitive and
challenging time, and the committee has borne that in mind
throughout the year when considering remuneration matters
within its remit.

Performance and executive remuneration outcomes
forFY22

FY22 annual bonus plan

Annual bonus performance was based on a scorecard of seven
key financial and non-financial measures that align to our
strategic priorities.

Financia! performance accounts for 70% of the bonus scorecard
and comprises the following measures:

= Adjusted EBITDA (35%) — the outcome was in line with our
expectations at £7,577m, just below target. Despite pressures
on our revenue, we continued to see benefits from our
modernisation programme.

* Normalised free cash flow (35%) — cash flow performance
was sirong through the second half of the year, and the final
outcome of £1,392m was between target and stretch.

Our non-financial measures account for 309% of the bonus
scorecard and comprise the following:

+ Customer (10%} —although there was some volatility during
the year as the impact of the pandemic dropped off, we saw
strong group NPS performance and finished the year just
above target. Thisreflected record NPS results 'n Consumer,
BT SME and Global.

» Converged networks (10%) —we have continued to drive
sales and delivery of the latest network technologies
throughout the year. The number of FTTP connections was
just above target, while performance against cur 5G
customers measure was close to stretch.

Digitalimpact & sustainability (10%)

- SKkills fortomorrow (5%) — during the year we launched
multiple wide -reaching campaigns with targeted support
for jobseekers, SMEs and families, reaching 823,000 people
across the country. Performance was between target
and stretch.

- Carbon emissions (5%) - performance against the carbon
emissions intensity metric was close to stretch.

When determining overall performance and bonus pay-outs,
the committee also considers anumber of other factors
including share price performance, the external environment
and overall affordability, Despite the formulaic outcome of the

T
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i final bonus scorecard being 123%, the committes exercised its

: discretion to cap the bonuses of our executive directors at 100%
: oftarget, in line with the chief executive’s recommendation.

¢ Although we have met our financial goals, held to our
commitment to reinstate the dividend in FY22, and delivered

i acompetitive salary review for our colleagues, the committee

: believes thatthis is a better reflection of the overall performance
¢ of the business and the wider stakeholder experience.

Accordingly, Phitip and Simon will be awarded bonuses of
i £1,320,000 and £882,526 respectively. In line with the Policy,
0% ot the bonus will be deferred into shares for three years.

2019 Incentive Share Plan {ISP) award

! The final award under our legacy ISP was granted in 2019, with
performance measured over the three yearsto 31 March 2022,

¢ Vesting is based on three performance measures: relative total

¢ shareholder return (40%) {TSR), normalised free cash flow (40%)
: and growth in underlying revenue (including transit) (20%).

Since the performance targets were set, we have made a

¢ number of critical strategic decisions which were not foreseen

i inouroriginal business plan. Most notably, this includes our

i commitment to expand the rollout of our full-fibre capability,
and the implications for capital expenditure and cash flow. These
: decisions were being made against an uncertain backdrop given
: the pandemic, and the level of our commitment and its impact

¢ onnermalised free cash flow evolved materially. We committed
i in 2020 toincrease our FTTP build to 20m premises by the
mid-to-late 2020s and began mehilising to do so. Then in

1 2021 we increased and accelerated this to 25m premises by

: December 2026, and made the decision to fully fund the rellout
: atthis levelin November 2021. Ourincreased investment

! supportsthe Government’s full-fisre ambitions and will be
instrumentalin delivering further value to our shareholders, but
: has meant an additional £1.3bn of capital expenditure during

¢ the 2019 ISP performance period; something which was not

i envisaged at the time the targets were set. While this investment
i will create significant value for the business and our

: shareholders, the return on investment wilt not be seen untit

i after the 2019 ISP performance period has ended.

¢ Itis not the cormmittee’s intention to penalise management for

making strategic decisions that are in the best interests of the

¢ business, ourshareholders, our customers, and the countryasa
. whole. Following a consultation with our largest shareholders,

i the committee approved an adjustment to the cash flow

© measure to reflect the increased investment. In addition, in tine
with our usual practice, we have made appropriate adjustments
¢ to bath the cash flow and revenue measures to reflect

i acquisitions and divestments during the period, to ensure

¢ performance is being measured on a like-for-like basis.

No adjustments were made to the TSR measure.

! Inaggregate, these adjustments ensure that the targetsare

‘' nomore or less stretching than originally intended. These

: adjustments reflect major Board decisions with significant
impact on our targets, but no adjustments have been made for
: other adverse external impacts including the Government’s

. decisicn on the use of Huawei equipment.
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Report on directors’ remuneration continued

Committee chair’s letter continued

Performance against the adjusted cash flow measure was

both TSR and adjusted revenue measures was below threshold.
Accordingly, 19.1% of the total 2019 ISP award will vest in
August 2022,

@ Furtherdetallis set out on pages 105 to 106,

Policy implementationinFY23
a) Salary

Philip’s salary was fixed for five years on appocintment and
therefore noincrease will be made in FY23. Simon's salary will be
increased by 2% on 1 June 2022, in line with the increase offered
to our UK senior management team.

b) Pension

In line with that previously agreed when the Policy was approved
at the 2020 AGM, Simon’s pension allowance was reduced to
10% of salary from 1 April 2022 which now fully aligns him with
the rate offered to the majority of cur UK workforce. Philip’s
pension allowance remains at 10% of salary.

¢) Annual bonus

We have reviewed the bonus scorecard measures and
weightings and determined that they remain well-aligned with
our strategic priorities for the coming year. The committee is
satisfied that they represent a meaningful balance of financial
performance measures and our broader strategic priorities,
including the impact we make for our customers and society.
The same group bonus scorecard applies to all eligible
managers, used in tandem with divisional scorecards for
colleagues in each CFLU. Group and divisional measures are
aligned to ensure a consistent focus across the business.
Openreach managers have a similar bonus scorecard but

itis based on Openreach performance cnly, te maintain
independence and to reflect the Commitments.

For FY23, we have also introduced two underpins, based on
health and safety and EBITDA performance. If either of the
underpins are triggered, the committee retains the discretion to
reduce the pay-out as it considers appropriate.

No changes are proposed to the structure of the annual bonus
plan fer FY23: the on-target and maximum opportunity will
remain at 120% and 200% of salary for both Philip and Simon,
with 50% deferred into shares for a period of three years.

d) Long-term incentives
Inline with the Policy, awards will be made to both Philip and

Simonin June 2022 under our Restricted Share Plan (R5P} to the

value of 200% of salary. These will vestin three equal tranches
after three, four and five years, and no tranche may be sold until
year five. As per last year, awards are subject to both returnon
capital employed (ROCE) and environmental, social and

governance (ESG) underpins (see page 109), and the committee

retains ultimate discretion to adjust the vesting outcome asit
considers appropriate, includling to nil.
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i e} Chairman and non-executive director fees
mid-way between target and stretch, while performance against

As part of the annual compensation cycle the Board has

: reviewed the fees payable to our non-executive directors. Given
i these fees have also remained unchanged since 1 June 2019,

i onthe recommendation of the chairman and the executive

i directors, the Board has agreed that the base fee wili be
increased by 2%, effective 1 June 2022, in line with the ingrease
: offered to the UK senior management team.

. InFY22, the committee agreed a fee of £700,000 perannum

for Adam Crozier who joined as a non-executive director and

: chairman designate on 1 November 2021, and became chairman
: on1December 2021. No review of the chairman's fee took place
as he voluntarily waived any increase this year.

Other matters

The committee receives regular updates on HR policies and

¢ reward practices for the wider workforce as well as updates on
! employee relations. The committee takes account of these

¢ factors when making decisions relating to executive

: remuneration.

! During the year, Isabel Hudson, as the designated non-executive
¢ director for workforce engagement, also fed back any
comments to the committee on sentiments being raised by our

¢ colleagues in relation to the remuneration of our workforce and

: related decisions, as raised by the Colleague Board through their
: ‘hot topics’ discussions at their meetings.

We published this year's gender pay gap statistics at the end of
¢ Marchinour gender pay gap statement. For the second year

¢ running, we have also elected to voluntarily publish similar

i analysis of our ethnicity pay gap. Both analyses, alongside more
i detail on how we are addressing inequality and championing
diversity across our business, can be found in our Diversity and

¢ Inclusion Report. The recently launched BT Group Manifesto,

i alsoreaffirms our bold targets for gender, ethnicity and
disability across the crganisation.

@ See pages 32to 33,

: Asalways, the committee and | wish to maintain an open

¢ dialogue on remuneration matters with our investors and | would
i welcome their comments or feedback and support at the
forthcoming AGM.

Sirlan Cheshire
: Chair of the Remuneration Committee
111 May 2022
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Our remuneration principles are to maintain a competitive
remuneration package that promotes the long-term success of
the business, avoids excessive or inappropriate risk taking and
aligns management’s interests with those of shareholders.

Below is how remunerationis aligned
with the principles of the Code.
Clarity

Our remuneration framework is structured to support

the financial and strategic objectives of the group, aligning

the interests of our executive directors with
those of our shareholders

We are committed to transparent communication
with all our stakehelders, including our shareheolders

management colleagues, including executive directors,
with aligned group and divisional metrics to ensure a
consistent focus.

Predictability

* The long-term RSP reflects that we operate in a tightly
regulated environment, ensuring a narrower but more

predictable range of reward and performance outcomes to

align with our business model.

Simplicity

+ \We operate asimple but effective remuneration framework

which is applied on a consistent basis for alt employees

The annual bonus rewards performance against key

performance indicators, while the RSP provides long-term

sustainable alignment with our shareholders

There is clear line of sight for management and
shareholders.

Directors’ Remuneration Policy (Policy)

The Policy as approved by shareholders at the AGM on 16 July
2020 in accordance with section 439A of the Companies
Act 2006 can be found online at bt.com/annualreport

Legacy matters

The Remuneration Committee can make remuneration
payments and payments for loss of office outside of the
Policy where the terms of the payment were agreed (i)
before the Policy came into effect, provided that the terms
of the payment were consistent with any applicable policy
inforce at the time they were agreed, or {ii) at a time when
the relevant individual was not a director of BT Group ple (or
another person to whom the Policy applied) and that, inthe

The same annual performance framework applies to all our

: Risk
! = Ourincentives are structured to align with the group’s risk
manhagement framework

* Three-year deferral under the annualbonus and a five-year

i release period on RSP awards create leng-term alignment,
as do ourin- and post-employment shareholding
reguirements

The annual bonus, deferred bonus and RSP also incorporate
malus and clawback provisions, and there is overarching
Remuneration Committee discretion to adjust formulaic
outcomes.

i Proportionality
i« Thereis clear alignment between group performance,

strategic progress, and remuneration outcomes for our
exacutive directors

Target total compensation levels are set competitively
compared to other companies of similar size and complexity
to ensure we can attract and retain the executives needed to
deliver the business strategy. However, maximum total
compensation levels are set lower than typical market
practice to reflect the narrower and more predictable range
of performance outcomes for BT Group

© = Formulaic incentive outcomes are reviewed by the
Remuneration Committee and may be adjusted having
consideration to overall group performance and wider
workforce remuneration policies and practices.

Alignment to culture

» When considering performance, the Remuneration
Committee takes account of BT Group’s values

: » The Remuneration Committee receives regular updates on

i remuneration practices and policies for the wider workforce,
and colleagues may provide feedback to the Board via the
Cotleague Beard and the designated non-executive director
for workforce engagement

+ All-employee share plans encourage cur colleagues to
become shareholders in the business.

i opinion of the Remuneration Committee, the payment was

: notin consideration for the individual becoming a director of
¢ BT Group plc (or taking on such other applicable pesition).

! Thisincludes the exercise of any discretion available to the
Remuneration Committee in connection with such payments.
. Forthese purposes, paymentsinclude the Remuneration

: Committee satisfying awards of variable remuneration

: and,inrelation to an award over shares, the terms of the
payment are agreed at the time the award is granted.

: Minoramendments

i The Remuneration Committee may make minor amendments
to the arrangements for the directors as described in the

i Policy, for regulatory, exchange control, tax or administrative
. purposes, or to take account of a change in legislation.
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Focus on remuneration continued

Remunerationearnedin FY2

Philip Jansen 3,500 1310 Simon Lowth 3,500
Chief executive 3,000 Chief financial officer 3,000
£000 2,500 £000 2,500
2,060 2,000
1,5C0 1,600
1,000 1,000
500 500
0 2,150 0
FY22 LT V22 T2
£000 o0t L0006 EUMY
@ RS AT 1.16¢ G 735 R
Brzinn nhiow . 1 | Wit
S TIPS o B 100 g 3
Totat fixed pay 1.210 pooe Totalfixed pay 367 O
FY22 Fy21 i FY22 FY21
£000 2000 £000 £000
@ Annual bonus {shares)? 660 1,320 @ Annual bonus (shares)® 441 883
Annual bonus (cash) 660 o Annual bonus (cash) 442 o}
15P (shares)t 830 o ISP (shares} = 485 0
Total variabie pay 2,150 1,320 Totalvariable pay 1,368 883
Total 2,460 2,628 Total 2,235 1,788
a Intine with the Policy, 50% ofthe FY22 honus will be deferred into shares for ¢ Performance against the adjusted cash flow measure was mid-way between
three years. Both executive directors voluntarily agreed to defer all their FY21 : target and stretch, whilst performance against both the TSR and adjusted
bonusinto sharesforthree years. : revanue measures was below threshold. Accordingly, 19.1% of the total award
b The group returned below threshold performance against all the performance : will vestin August 2022, Further detailis set ovt on pages 1050 106,

measures forthe 2018 ISP. The awards lapsedin full in May 2021,

Performance outcomesin FY22

Annualbonus FY22 Measure Payout (% of max)

* Bonus was subject to seven measures of financial and Adjusted EBITDA ] 59%
non-financial performance Normalised free cash flow _ 87%

» Adjusted EBITDA performance was in line with our GmupNéththw Score (NPS) _ 69%

expectations and cash flow perfoermance was strong e -
through the second half of the year 5Geustomers _ 93%

Performance under each of our non-financial targets was 65%

efther in line with or above target, with our 5G customers Carbon emissions ] Q4%

FTTP connections

measure and carbon emissions performance close to stretch

Skills for Tormorrow 69%

This resulted in a formulaic outcome of 123% of target.
However, the committee exercised its discretion to cap
executive bonuses at 100% of targetin line with the chief
executive’'s recommendation

Inline with the Policy, 50% of the banus will be deferred into
shares for three years.
2019 I1SP Measure Pavout {26 of max)

» Awards are subject to three performance measures l(?_reéfét)ive total shareholder return 0o
Q

- i j hflowt t
Performance against the adjusted cash flow targets was Normaleed free cash flos . 47.7%

mid-way between target and stretch, whilst performance
against both the TSR and adiusted revenue measures was Underlying revenue growth

below threshold. Accordingly, 19.1% of the total award will {including transit) 0%
vestin August 2022. For more details see pages 105 to 106.
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Variable pay
Annualbonus
RSP awards
ISP awards

Implementation of the Policy in FY23

® Annual bonus

@ RSP

Philip Jansen
Chief executive

Max. opportunity - 200% of salary
Target opportunity — 120% ofsalary

2022 award - 200% of salary

Simon Lowth
Chief financial officer

Max. opportunity — 200% of salary
Target opportunity — 120% of salary

2022 award - 200% of salary

Performance measures n/a Adjusted EBITDA [35%) Awards subject to two underpins over
Normalised free cash flow (35%) the initial three-year vesting period:
Custemer {10%) .
Converged networks (10%) RGCE is equal 1o or exceeds WACC
Digitai impact & sustainability (10%) » No ESG issues resulting in material
Two underpins apply which allow the reputational damage.
committee to exercise its discretion
toreduce the scorecard result if:
+ thereis asignificant breachin
health and safety
= ourgroup adjusted EBITDA target
is not met.
Framework n/a * 50% of any bonus payment for * Awardsvestin three equaltranches

FY23 will be deferred into shares
for three years

* Malus and clawback provisions
apply

» Fullcommittee discretion
avaiiable.

after three, four and five years; no
shares can be sold until year five

s Malus and clawback provisions
apply

» Fullcommittee discretion avaitable.

Hlustration of Policy

Fy24 [Fy25 {Fv2e fRv27

Fixed pay

Peraonaliownrce

Bonafits

50% cash

Annual bonus?

RSP awards

r thrae yoars % H -

Tranche 1 - >

Tranche 2

Tranche 3

a Allseven of the annual bonus measures are linked to our key performance indicators (KP1s) as set out on pages 44to 45,

g of each tranche
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Annual remuneration report

This section summarises all elements of the directors’ remunerationin FY22.

References to ‘audited’ refer to an audit performed in accordance with LIK statutory reperting requirements,

Single total figure of remuneration (audited)

The following table sets out all emoluments received by directors for FY22 and FY21, including bonus and deferred bonus, long-
term incentive plans and pension arrangements.

£ Fixed oay @ variable pay
Tatal
[3asicsalary Total Annual Long-term warnable
and fees Benofits Pension® fixed pay bonus® ineentives pay Total
£0G0 £Q00 £000 £000 EQoo E£QOD E000 £000
Fyzz Fyzt Fyzz FYzl Fy22 1y FY22 =y2y FY22 Fv21 Fyzz'* Fyat Fyz2 Fvz1 Fya2 Fezl
Chairman
Adam Crozier 292 0 1 203 293 8]
Executive directors
Philip Jansen 1,100 1,100 100 a8 110 110 1,310 1,308 1,320 1,320 830 - 2,150 1,320 3,460 2,628
Simon Lowth 735 735 22 23 10 147 867 905 883 883 485 - 1,368 883 2,235 1,788
Non-executive directors
Adel Al-Saleh? o -
lan Cheshire 144 121 144 121 - - 144 121
lainConn 162 150 162 150 - - 162 150
Isabet Hudson" 145 145 1 1 146 146 - - 146 146
Matthew Key 137 134 137 134 - - 137 134
Allison Kirkby 124 124 124 124 - - 124 124
Leena Nair 116 6 116 116 - - 16 116
Sara Weller 131 85 131 85 - - 131 85
Sub-total 3,086 2,710 124 122 220 257 3,430 3,089 2,203 2,203 1,315 0 3,518 2,203 6,948 5,282
Formerdirectors
Jandu Plessis' 467 700 3 8 470 718 470 718
Mike Inglis* 38 136 38 136 - 38 136
Total 3,591 3,546 127 136 220 257 3,838 3,933 2,203 2,203 1,315 o] 3,518 2,203 6,986 5,428

a Benefits provided to the executive directors and the chairman typically include {but are nat limited to) car benefits (which may include any of a company car,cash allowance
inlieu, fuel allowance and driver), personal telecommunication facilities and home security, medicat and dental cover for the directors and theirimmediate family, life cover,
professional subscriptions, personal tax advice and financial counselling up te a maximum of £5,000 {excluding VAT) a year. For Philip, the value includes a company
provided car and persenal driver to thavalue of c. £70,000 (FY21 £63,000).

b Pensionallowance pald in cash for the financial year —see 'Total pension allowance’ on page 105,

¢ Annual bonus shownincludes both the cash and deferred share element. The deferred element of the F¥22 bonusincludes the value of deferred shares to be grantedin
June 2022. The FY21 bonus was deferred in full into shares for three years. Further details of the deferred element are set out on page 705.

d Value shown represents the estimated value of ISP awards granted in 2019 that will vest in August 2022, The estimate is based anathree-month average share price from
1January 2022 to 31 March 2022 of 185.03p. Further details are provided on pages 105 to 106,

e The ISP 2018 granted in June 2018 to Simon, and February 2019 to Philip lapsed in full in May 2021,

f Adamwas appointed as a director and chairman designate on 1 Navember 2021 and became chairman on 1 December 2021. The figure represents his pro-rated
remuneration during the year.

g Adelwas appointed asa directoron 15 May 2020. Under the terms of the Relationship Agreement between BT Graup ple and Deutsche Telekem and Adel's tetter of
appointment, no remunerationis payable for this position.

h Value shown relates to reimbursement of reasonable travelling and other expenses (including any relevant tax} incurred in carrying out their duties.

| Janstepped down asadirectorand chairman on 30 November 2021 and the figure reprasents his pro-rated remuneration during the year.

k Mike stepped downasa director on 15 July 2021 and the figure represents his pro-rated remuneration during the year.

Additional disclosures relating to the single figure table (audited)
Salaries and fees

Executive directors’ salaries are reviewed annually, with any increases typically effective from 1 June. No salary increases were made
for our UK management populationin June 2021 and accordingly Simon’s base salary remained at £735,438, Philip’s salary of
£1,100,000 was fixed for five years at the time of his appeintment in January 2019.

Adam joined on 1 November 2021 as a non-executive director and chairman designate and became chairman on 1 December 2021,
The committee agreed a fee of £700,000 per year on appointment.

The fees for non-executive directors reflect committee-related or other additional responsibilities, including on a pro-rated basis
for any appointments during the year. A full breakdown of non-executive director fees is set out on page 109.
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Pension allowance

Executive directors receive an annual cash allowance, which can be put towards the provision of retirement benefits.

Philip received an annual allowance of 10% of salary. This is aligned with the contribution rate available to the majerity of our UK
employees. We also provide death in service cover consisting of a lump sum equal to four times his salary.

In line with that previously agreed when the Policy was approved at the 2020 AGM, in FY22, Simon received an annual aliowance of
15% of salary, which was reduced to 10% of salary effective 1 April 2022 to align with the rate for majority of UK employees. We also
provide death In service cover consisting of a lump sum equal to four times his salary plus a dependants’ pension equal to 30% of his
capped salary.

Annual bonus

Both executive directors were eligible for an on-target bonus in respect of FY22 of 120% of salary with a maximum opportunity of
200% of salary. The annual bonus is based on performance against a scorecard of seven key financial and non-financial measures
linked to our KPIs as set out cn pages 44 to 45.

Category Measure Weighting Threshold Target Stretch Actual Payout (% of max)
Financial Adjusted EBITDA (Em) 35% 7385 7585 7785 7577 [ R 59%

Normalised free cash flow (Em) 35% 1,142 1,292 1,442 1,302 | 87%
Customer NPS 10% 0 100 200 122 ] 69%
Converged 5G customers (000s) 5% aas 4909 5384 520 [ 2+
networks

FTTP connections (000s) 5% 1,574 1,749 1924 w772 | 65%
Digitalimpact | carbon emissions (%) 5% (51 (53) (55) (54.7) 94%
& sustainability -

Skills for Tomorrow (000s) 5% 600 80C 1,200 893 [ ] 69%
Formulaic outcome 74% of max (123% of target)
When determining the overall performance and bonus pay- ¢ Since the performance targets were set, we have made a
outs, the committee also cansiders a number of other factors : number of critical strategic decisions which were not foreseen
including share price performance, the external environment in our original business plan. Most notably, this includes our
and overall affordability. Despite the formulaic outcome ofthe  : commitment to expand the rollout of our full-fibre capability to
final bonus scerecard being 123%, the committee exercisedits  : 20m premises (in 2020) and then further te 25m premises by
discretion to cap the bonuses of our executive directors at 100%, | December 2026 (in 2021) with the decision to fully fund this
in line with the chief executive’s recommendation. Althoughwe | being made in November 2021. Our increased investment
have delivered against our financial goals, held to our supports the Government’s full fibre ambitions and will be
commitment to reinstate the dividend in FY22, and delivereda  : instrumentalin delivering further vaiue to our shareholders,
competitive salary review for our colleagues, the ccmmittee i but has meant an additional £1.3bn of capital expenditure during
believes that this is a better reflaction of the overall perfoermance | the 2012 ISP performance period; something which was not
ofthe business and the wider stakeholder experience. : envisaged at the time the targets were set. While this investment

) ) , _ © will create significant value for the business and our
The final bonus outturns for the executive directors are setoutin . - .
the table below: i shareholders, the return on investment will net be seen until
€ taple below: . afterthe 2019 ISP performance period has ended.

Formulaic Following % of : X . i
outcome discretion max value : Following a consultation with ourlargest shareholders, the

i committee approved an adjustment to the cash flow measure
; toreflectthe increased investment. In addition, in line with our

Philip Jansen 123% of 100% of 60% £1,320,000

) ta:get ta:get o . usual practice, we have made appropriate adjustments to both
Simon Lowth 123% of 100% of 60% E882,526 : the cash flow and revenue measures to reflect acquisitions and
target target ¢ divestments during the period to ensure performance is being

R . i measured on a like-for-like basis. No adjustmants were made to
As per the Policy, 50% ofthe FY22 annual bonus will be deferred ¢ T5R measure. Inaggregate, this ensures that the targets are

into shares for three years. : nomore or less stretching than originally intended.
2019 ISP Asset outinthe table overleaf, performance against the

i N ) i adjusted cash flow targets was mid-way between targetand
The ISP isa conditicnal share award. The committee assesses  : gtratch, while performance against both the TSR and adjusted
the performance conditions to 31 March 2022 and the awards  © rayanye measures was below threshald. Accordingly, 19.1% of

would ordinarily vest in June 2022. The performance conditions the total award will vest in August 2022.
are based 40% on relative TSR, 40% on normalised free cash

flow, and 20% on growth in underlying revenue (including

transit) over a three-year performance period from 1 April 2019

to 31 March 2022.
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Payout
Measure Weighting  Threshold Maximum Actual (% of max}
Relative TSR (rank) 40% 8th 4th 12th 0%
Adjusted normalised free cash flow (£bn) 40% £4.47 £5.78 £4.86 47.7%
Adjusted underlying revenue growth (including transit) (%) 20 (3.5) {0.5) n 0%
Vesting outcome 19.1%

Awards granted during the year (audited)
2021 RSP

The 2021 RSP awards were made in June 2021 as set out below
and on page 108. An award of 200% of salary was made to both
executive directors in line with the normal Policy level. The face
vaiue was based on the BT Group pic share price at the date of
grantcf 203.16p. The grant price is calculated using the average
middle-market price of a BT Group plc share for the three
dealing days prior to grant.

RSP award Face value
Director Date of award (shares} of award
Philip Jansen 24 June 2021 1,082,854 £2,200,000
Simon Lowth 24 June 2021 723,974 £1,470,825

These awards are conditicnal share awards. Two underpins apply
over the initial three-year vesting period:

+ ROCE s equalto or exceeds WACC over the same period

* there must have been no ESGissues which have resulted in
material reputational damage for the group.

Should one or both underpins not be met, the committee may
atits discretion reduce the number of shares vesting, including
to nil.

Awards will vest in three egual tranches after three, four and five
years, with an additional holding period such that no shares may
be sold until year five. At vesting, additional shares representing
the value of reinvested dividends on the underlying shares

are added.

Malus and clawback provisions apply as set out in the Policy, and
the committee retains the ultimate discretion to adjust vesting
levels to ensure alignment with our overall performance.

Details of allinterests under the RSP are set out on page 108.

2021 deferred shares

The full bonus awarded for FY21 was deferred into shares as
voluntarily agreed by the executive directors. The awards were
made under the deferred benus plan (DBP) in June 2027 asset
out below and on page 108. The face value was based on the BT
Group plc share price at the date of grant of 203.16p. The grant
price is calculated using the average middle-market price of a
BT Group plc share for the three dealing days prior to grant.

Number of
deferred Face value
Directer Date of award shares of award
Philip Jansen 24 June 2021 649,712 £1,320,000
Simon Lowth 24 June 2021 434,384 £882,526

Deferred shares are not subject to performance cenditions and
have a three-year vesting pericd. Details of all interests in
deferred shares are set out on page 108,

At vesting, additional shares representing the value of
reinvested dividends on the underlying shares are added.
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: Payments for loss of office (audited)

No payments were made to directors during the year for loss ot
: office.

. Former directors (audited)
No payments were made to former directors during the year.

Directors’ share ownership {(audited)

! The committee believes that the interests of the executive
directors should be closely aligned with those of shareholders.
i Theaimis to encourage the build-up of a meaningful

i shareholding in BT Group plc over time by retaining net shares
¢ received through the executive share plans or from market

: purchases.

i The shareholding requirement for both executive directors under
i the Policy is 500% of salary. Executive directors are expected to

! meet this requirement within five years of the approval of the
Policy or, in the case of any new executive directors appcinted,

: withinfive years of their date of appointment,

i The shareholding requirement continues to apply in full for two
years post-cessation of employment (crthe total number of

: shares held at cessation, if lower). The post-cessation

: shareholding requirement will be calculated and expressed asa
i fixed number of shares by reference to the closing BT Group plc
i share price on the day immaediately prior to the cessation date.
The requirement is fixed as this number of shares for a period of
i two years and compliance will be measured at cessation and

1 annually thereafter. In enforcing continued compliance

| post-cessation, the committee may request that the executive
i director transfers any shares subject to the sharehcelding

© requirement which we will hold in trust until such time that

i they no longer need to be retained.

© We encourage the chairman and independent nen-executive
directors to purchase, on a voluntary basis, BT Group plc

¢ shares with an aggregate value of £5,000 on average each year

: (based on acquisition price) to further align the interests of
 non-executive directers with those of our shareholders. They are
asked to hold these shares until they cease being a member of

i the Board.

i This policy does not apply to the Deutsche Telekom nominated

: representative director appeinted to the Boardasanen-

. independant, non-executive director under the terms of the EE

i acquisition in January 2016. This helps avoid any cenflict of interest.



Directors’ interests at 31 March 2022 or on cessation
{audited)

The fellowing tabtes show the beneficial interests in BT Group plc
¢ price over the preceding 12 months {or the share price at

: acquisition/vesting date if higher) to determine whether the
! minimum sharehelding requirement has been reached.

shares of directors and persons closely associated as at 31 March
2022 (or at the point of leaving for directors who left during
the year).

The first table includes interests held by the executive directors

under the BT Group ple's share plans. The numbers represent the
maximum possible vesting levels. Asset out on pages 105t0 106,
19.1% of the 2012 ISP awards will vest in August 2022. Full details

Numbear of shares
owned outright
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: ofall DBP, RSP and ISP awards, including performance periods
: and vesting conditions, are set out on page 108.

Forexecutive directors we use the average BT Group plcshare

¢ During the period 1 April 2022 to 11 May 2022, there were no

¢ movementsin directors’ beneficial holdings er otherinterests in

i shares. The directors, as a group, beneficially own less than 1% of
B1 Group plc’s shares.

Current
shargholding

Shareholding
requirement

Executive directors at 31 March 2022 RSP and DBP" H=d Options® (% of salary) {% of salary}
Philip Jansen 6,146,227 2,389,662 2,347,782 247 500% 1,330%
Simon Lowth 698,492 1,672,064 1,373,469 11,222 500% 585%
a Subject to continued employment and, for the RSP, two underpins over the initial three year period
b Subjectto performance.
¢ Includesinterests insaveshare, 8 HMRC-approved all-employee plan and yourshare, a HMRC-approved share incentive plan.
Shareholding guideline (500% of salary)
Philip
1,330%
Jansen
Siman 585%
Lowth
0% 2003% 400% 600% B00% 1,000% 1,200% 1,400%

i Sharshaolding {% of salary)  # Beneficial holding »DBP awards (net})

RSP awards {net)

* Options unvested and subject to continued employment

Beneficial holding owned outright at 1 April 2021

Beneficial holding owned outright at 31 March 2022

Chairman

Adam Crozier® - 62,500
Non-executive directors

Adel Al-Saleh 0 0
lan Cheshire 19,646 19,646
lain Conn 69,442 69,442
Isabel Hudson 24,090 24,090
Matthew Key 161,686 161,686
Allison Kirkby 75,000 75,000
teena Nair 50,000 50,000
Sara Weller 7,000 37,000
Formerdirectors

Jan du Plessis® 1,004,138 1,005,222
Mike Inglis® 20,091 28,091
Totak 1,440,093 1,533,677

a Adamwas appointedasadirector on 1 November 2021,

b Jansteppeddownas adirector on 30 November 2021 and the number reflects his holding at that date.
¢ Mike stepped down as adirectoron 15 July 2021 and the number reflects his holding at that date.
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Outstanding share awards at 31 March 2022 (audited)

Total
number Monetary
of award Market Market value of
shares @ price at price at vested
TApril  Awarded/ Dividends 31 March Vesting Price at date of date of award
2021 granted re-investec Vested Lapsed 2022 date grant vesting exarcise £000
Philip Jansen
DBP 2319 64,955 - 776 - - 65,735 01/08/2022 207.45p - - -
DBP 2020 1,106,763 - 13,236 - - 1,415,99% 01/08/2023 119.27p - - -
DBF 2521 - 640,712 7770 - - CS7,402 24/0G/2024 203.1€6p
ISP 2018" 1,576,404 - - - 1,576,404 - 31/03/2021 212.56p - - -
ISP 2019+ 2,320,036 - 27,748 - - 2,347,782 31/03/2022 207.45p - - -
RSP 2020° 1,658,656 - 19,836 - - 1,678,492 03/08/2023 106.11p - - -
RSP 2021° - 1,082,854 12,950 - — 1,095,804 24/06/2024 203.16p - - -
yourshare 2021' - 247 - - - 247 24/06/2024 202.70p - - -
Simon Lowth
DBP 2018 167,480 - - 167,480 - - 01/08/2021 211.01p 172.54p - 289
BBEP 2019 172,515 - 2,062 - - 174,578 01/08/2022 207.45p - - -
D8P 2620 754,758 - 8,026 - - 763,785 01/08/2023 119.27p - - -
DBP 2021* - 434,384 5,185 - - 435,570 24/06/2024 203.16p - - -
ISP 20187 1,380,845 - - - 1,390,845 - 31/03/2021 211.01p - - -
ISP 2019¢ 1,357,237 - 16,232 - - 1,373,469 31/03/2022 207.45p - - -
RSP 20207 1,108,944 - 13,262 - - 1,122,206 03/08/2022 106.11p - - -
RSF 2021* - 723,874 8,658 - — 732,632 24/08/2024 203.16p - - -
saveshare (2019)° 10,975 - - - - 10,976 01/08/2024 163.92p - - -
yourshare 2021 - 247 - - - 247 24/06/2024 202.70p - - -

a Awards granted on 24 June 2021. The number of shares subject t¢ awards was calculated using the average mitdie market price ofa BT Group plc share for the three days
priorto grant. Awards of defarred sharesinrespect of 2022 will be calculated using the average middle market price of 8 BT Group ple share for the three dealing days prior
togrant.

b Award granted on 1 February 2019. The number of shares subject to award was calculated using the average middle-market price of a BT Group plcshare for the three
dealing days prior to grant of 233.56p, 40% of each awardis linked to TSR compared with a group of 17 companies, 40% is linked to a three-year normalised free cash flow
measure and 20% to a measure of underlying revenue growth (excluding transit) over three years. Performance against the TSR, normalised free cash flow and revenue
targets resulted in the threshold targets not being and met and none of the shares vesting under the 2018 ISP. The award lapsed in fullin May 2021,

c Awards granted on 19 June 2019. The number of shares subject to award was calculated using the average middte-market price of a BT Group plc share for the three dealing
days prior to grant of 207.45p. 40% of each award islinked to TSR compared with a group of 16 companies, 40% is linked to a three-year normalised free cash flow measures
and 20% to a measure of underlying revenue growth (including transit) over three years. The award will vest at 13.1% in August 2022 assetout on pages 105 to 106.

o Awards granted on 3 August 2020, The number of shares subject to awards was calculated using the average middle market price of a BT Group ple share for the three
dealing days prior to grant. Awards will vest inthres equaltranches after three, four and five years. A holding period will apply such that no shares may be sold untilyearfive.
Two underpins willapply over theinitial three-year vesting period as set out on page 109.

e Awards grantad on 24 June 2021. The number of shares subject to awards was calculated using the average middle market price of a BT Group plc share for the three dealing
days priorto grant. Awards will vest in three egual tranches after three, four and five years. A holding period will apply such that no shares may be sold until year five. Two
underpins will apply over the initial three-year vesting period as set out on page 109.

f Awards granted on 24 June 2021 under the free share element of the BT Group plc Employee Share Investment Planinwhich all eligible employees of the group were
granted £500 worth of shares.

g Award granted on 19 June 2018. The number of shares subject to award was calculated using the average middle-rmarket price of a BT Group plc share for the three dealing
days prior te grant of 211.01p. 40% of each awardis linked to TSR campared with a group of 17 companies, 40% islinked to a threae-year normalised free cash flow measyras
and 20% to a measure of underlying revenue growth {excluding transit) over three years. Performance against the TSR, normalised free cash flow and revenue targets
resulted in the threshold targets not being and met and none of the shares vestingunder the 2018 ISP. The award lapsed in full in May 2021,

h Optiongranted on 14 June 2012 under the employee saveshare scheme, inwhich all eligible employees of the group are entitled to participate.

Implementation of Policy in FY23 FY23

i Q,
Base salary E Director Basesalary % change
Philips base salary of £1,100,000 was agreed on appointmentin | Philip Jansen £1,100,000 0%
January 2019 and is fixed for five years. Therefore, thereisno Simon Lowth £750,147 20

increase for FY23.
Benefits

For executive directors, the committee has set benefits in line
with the Policy. No changes are proposed to the benefit
framework for FY23.

In line with our UK senior management populaticn, Simon will
receive a 2% salary increase effective 1 June 2022,
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Pension allowance

Inline with the rate offered to the majority of our UK workforce,
both executive directors will receive an annual allowance equal
to 10% of salary in lieu of pension provision for FY23.

Annuatbonus

Both executive directors are eligible foran on-target and
maximum bonus payment of 120% and 200% of salary. Inline
with the Policy, 50% of any bonus payable will be deferredinto
shares forthree years.

The committee has reviewed in full the measures, weightings
and targets usedin the annual bonus scorecard and agreed that
the measures and weightings remain appropriate and aligned to
our strategy for FY23.

The FY23 annual bonus structure measures and weightings are
set out below.

Category Measure Weighting

Financial Adjusted EBITDA 35%

Maormalised free cash flow 35%

Customer NPS 10%

Converged networks 5G customers —the number
of customers onour5G
network 5%

FTTP connections—the
number of connectionsinthe
Openreach FTTP network 5%

Digital impact &
sustainability

Carbon emissions — progress

towards an 87% reductionin

carbon emissicns intensity by

the end of March 2031 5%

Skitls for Tomorrow —

progress towards our

ambitiontoreach 25m

people inthe LK with help to

improve their digital skills by

end of March 2026 5%

Allseven of the annual bonus measures are linked to our KPIs as
setout on pages 44 to 45,

In addition to the annual bonus scorecard, two underpins apply,
which allow the committee to exercise its discreticn to reduce
the pay-out resultif:

» thareis asignificant breach in health and safety
* ourgroup Adjusted EBITDA target is not met.

We do not publish details of the targetsin advance as these are
commercially confidential. We will publish achievement against
the targets at the same time as we disclose bonus paymentsin
the 2023 Report on directors’ remuneration so shareholders can
evaluate performance against the targets.

RSP

Both executive directors will be granted an award under the RSP
in June 2022 to the value of 200% of salary.

When considering grant levels each year, the committee takes
account of share price performance over the preceding year. In
2021, the level of awards granted was in line with the normat
Policy level of 200% of salary. Following review, the committee
has agreed that awards will be granted to both executive
directors this year at the normat Policy level of 200% of salary.

Remuneration
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i Two underpins will apply over the initial three-year vesting
: period, as follows:

* ROCEisequalto orexceeds WACC over the same period

» there must have been no ESG issues which have resulted in
material reputational damage for the group.

Should cne or both underpins not be met, the committee may
: atits discretion reduce the number of shares vesting, including
¢ tonil.

Awards will vest in three equal tranches after three, four and five
. years, with an additional holding period such that no shares may
! be sold until year five. At vesting, additional shares representing
the value of reinvested dividends on the underlying shares

i areadded.

Malus and clawback provisions and overarching committes
: discretion applies, as set outinthe Policy.

¢ Chairman and non-executive director remuneration

i The fees for non-executive directors have been reviewed by the
Board, taking into consideration the role and requirements of

: the group, together with the fees paid to non-executive

: directors at companies of a similar size and complexity and any

: salary increases for the UK management population. In {ine with
© the increase for the UK senior management population, on the
recommendation of the chairman and the executive directors,

! the Board agreed to increase the base fee for non-executive

. directors by 2% to £78,540 per year (from £77,000) effective

. asof 1 June 2022. No other fee changes were agreed as part

¢ of the review.

There are additional fees for membership and chairing a board
committee, details of which are set out in the tabie below:

: Chair's  Member’s
: Committee fee fee
Audit & Risk £35,000 £25,000
BT Compliance £25,000 £12,000
Digital Impact & Sustainability £14,000 £8,000
Investigatery Powers Governance n/a® £8,000
Neminations n/a® £10,000

£30,000 £15,000

a Where the chairman or chief executive actsas chair of a board committee, no

additional committee chair fee is payable,

The senior independent director receives an additional fee of
: £27,000 perannum.

The designated non-executive director for workforce
engagement receives an additional fee of £10,000 per annum.

The cornmittee agreed a fee of 700,000 per year, on the

: chairman’s appointment as chairman designate on 1 November
¢ 2021. The chairman has voluntarily decided to waive any fee

! increase for FY23.

 No element of non-executive director remunerationis

¢ performance related. Neither the chairman nor the non-
executive directors participate in our bonus or employee
. share plans and nor are they members of any of the group
: pension schemas.
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Other remuneration matters

Advisers

During the year, the committee received independent advice on
executive remuneration matters from Deloitte LLP. Deloitte
received £98,155 (excluding VAT) in fees for these services,

The fees are charged on a time-spent basis in delivering advice,
That advice materially assisted the committee in their
consideration of matters relating to executive remuneration
and the Policy.

Deleitte is a founder member of the Remuneration Consultants
Group and as such, voluntarily operates under the code of
conductin relation to executive remuneration consulting

inthe UK.

In addition, during FY22, Deloitte provided the group with
advice on corporate and indirect taxes, assistance with
regulatory, risk and compliance issues and additional
consultancy services.

Dilution
We use both treasury shares and shares purchased by the BT

Group Employee Share Ownership Trust (the Trust} to satisfy cur

all-employee share plans and executive share plans. Shares held
inthe Trust do not have any voting rights.

Asat 31 March 2022, shares equivalent to 4.16% (FY21: 5.12%)
of the issued share capital (excluding treasury shares) would be
required to satisfy all outstanding share options and awards.
Of these, we estimate that for FY23, shares equivalent to
approximately 0.53% (FY22: 0.26%) of the issued share capital
(excluding treasury shares) will be reguired to satisfy the
all-employee share plans.

Previous AGM voting outcomes

The table below sets out the previous votes cast at the AGMin
respect of the Annual remuneration report and the Policy.

200
150
100
50

‘o

History of chief executive remuneration

For Against
% % Withheld
ofvotescast/  ofvotescast/ votas/
Number Number Number
Report ondirectors’ 05,02 4.08
remuneration at the
15 July 2021 AGM  6,634,876,487 282,321,820 1,975,431
Policy at the 95.04 4.96
16 July 2020 AGM  6,036,920,088 315,057,559 4,101,574

Withheld votes are not counted when calculating voting
outcomes.

Committee evaluation FY22

This year we undertook an internal Board and committee
evaluation, details of which can be found on page 84.

BT Group ple Annual Report 2022

i Comparison of chief executive remuneration
: to TSR {unaudited)

¢ TSRis the measure of the returns that a company has provided

i forits shareholders, reflecting share price movements and

: assuming reinvestment of dividends. The graph below itlustrates
i the performance of BT Group plc measured by TSR relative to a
broad equity market index over the past ten years. We consider

: the FTSE 100 to be the most appropriate index against which to

! measure performance, as BT Group plc has been a member of

i the FTSE 100 throughout the ten-year period.

BT Group plc’'s TSR performance vs the FTSE 100

P 250

Apr Lpr Apr Apr Apr  Apr  Apr Apr  Apr  Apr Apr
T2 13 14 15 16 17 18 19 20 21 22

® BT & FTSE 100

: Source: Datastream.

Annual ISP

Total bonus  vesting

: remuneration  (%of  (%of
. Yearend Chiefexecutive £0G0 max}) max}
2022 Philip Jansen 3,460 60% 19.1%
2021 Philip Jansen 2,628 60% 0%
2020 Philip Jansen 3,248 50% n/a
2019 Philip Jansen® 725 56% n/a
Gavin Patterson® 1,779 28% 0%
£ 2018 Gavin Patterson 2,307 54% 0%
2017 Gavin Patterson 1,345 0% 0%
2016 Gavin Patterson 5,396 45% 82.0%
{50156 Gavin Patterson® 4562  58% 67.4%
2014 Gavin Patterson® 2,901 62% 78.7%
lan Livingston® 4,236 35% B3.4%
2013 lan Livingston 9,402 65% 100%

{ a Philip was appointed as a directaron 1 January 2019 and became chief executive

from 1 February 2019 His first ISP award was made in February 2019,

b Gavin stood down as chief executive at midnight on 31 January 2019 and Philip

took overfroam 1 February 2019.

¢ The total remuneration figure includes the ISP award as CEQ BT Retail and the first

award as chief executive, granted in 2013,

: dlansteppeddownon 10 September 2013 and Gavin took over from that date.
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Directors’ service agreements and letters of appointment

The following table sets out the dates on which directors’ service agreements/initial letters of appointment commenced and
termination provisions:

Executive directors

Commencement clate Termination provisions
Philip Jansen 1 January 2019 Directors’ service agreements do not contain fixed term
Do 1 periods and are terminable by BT Group plc on 12 months’
Simon Lowth 6July 2016 e notice and by the director on six months’ notice.

Chairman and independent non-executive directors

Commencement date Termination provisions
Adam Crozier 1 November 2021 The letter of appointment does not contain a fixed term period and is terminable
by BT Group plc on 12 months’ notice and by the director on six months’ notice.
lan Cheshire 16 March 2020
tain Conn 1June 2014
Isabel Hudson 1 November 2014 ; Letters of appointment do not cantain fixed term periods
Matthew Key 25 October 2018 Bt 1 and are terminable by either party by three months’ written
Allison Kirkby 15 March 2019 ‘ natice.
Leena Nair 10 July 2019 :
Sara Weller 16 July 2020 e :
Non-independent, non-executive director
Commencement date Termination provisions
Adel Al-Saleh 15 May 2020 Appointed as a non-independent, non-executive director under the terms of the

Relationship Agreement between BT Group plc and Deutsche Telekom. The
appointmentis terminable immediately by either party.

There are nc other service agreements, letters of appeintment or material contracts, existing or proposed, between BT Group plc
and any of the directors. There are no arrangements or understandings between any director or executive officer and any other
person pursuant to which any director or executive officer was selected to serve. There are no family relationships between

the directors.

Independent non-executive directors’ letters of appointment

Eachindependent non-executive director has anappointment letter setting out the terms of his or her appointment. We ask each
non-executive director to allow a minimum commitment of 22 days each year, subject to committee responsibilities, and to allow
slightly more in the first year in order to take part in the induction programme. The actual time commitment required inany year may
vary depending on business and additional time may be required during periods of increased activity.

Inspection by the public

The service agreements and letters of appointment are available for inspection by the public at BT Group ple’s registered office.
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Remuneration in context

Consideration of colleague and stakeholder views
Our colleagues are vital to our business and we believe in
fairness throughout the group. There are several general
reward principles which we apply at all levels:

We will provide a competitive package with reference to the
relevant market for each colleague

We will ensure colleagues can share inthe success of the
business, and through the operation of all-employee share
plans encourage colleagues to become shareholders

Where appropriate, variable remunerationis provided to
incentivise employees towards driving the strategic aims of
the business, Performance is based on both individual
performance and the performance of the group, usinga
consistent framework for cur senior management team and
the majority of other colleagues

We offer a range of employee benefits, many of which are
available to all colleagues

We aim for transparency and a fair cascade of remuneration
throughout the group

Empleyment conditions for all colleagues reflect our values
and are commensurate with those of a large publicly listed
company, including high standards of health and safety, a
strong commitment to diversity and inclusion and wellbeing.

The committee supports fairness and transparency of
remuneration arrangements and the Policy has been designed
to align with the remuneraticn philoscphy and principles that
underpin remuneration across the wider group. To support this,
the committee receives regular updates on HR policies and
reward practices for the wider workforce as well as updates on
employee relations.

Whilst the committee does not directly consult with our
employees as part of the process of determining executive pay,
the Board does receive feedback from employee surveys that
take into account remuneration throughout the organisation.

Totalremuneration

! The designated non-executive director for workforce

i engagement also updates the committee on sentiments being
i raised by our colleagues in relation to the remuneration of our
: workforce and related decisions, as raised by the Colleague
Board through their ‘hot topics’ discussions.

: When setting executive directors’ remuneration, the committee
' considers the remuneration of other senior managers and

: colleagues in the group more generally to ensure that
arrangements for executive directors are appropriate in this

. context. When determining salary increases for executive

. directors, the committee considers the cutcome of the wider

i pay review for the group.

i Chief executive pay ratio

The table below sets out the chief executive pay ratios as at

i 31 March 2022, as well as those reported in respect of the prior
: three years. This report will build up over time to show a rolling
! ten-year pericd.

The ratios compare the single total figure of remuneration of the
: chief executive with the equivalent figures for the UK lower
¢ quartile (P25}, median [P50) and upper guartile (P75) employees.

A significant proportion of the chief executive's remuneration is
: delivered through long-term incentives, where awards are linked
i toshare price movements over the longer term. This means that
! the ratios will depend significantly on long -term incentive
cutcomes and may fluctuate from year to year -forexample, a

i higher total remuneration ratio was exhibited in 2020 due to the
: vesting of the chief executive’s Worldpay buyout award and in

i 2022 due to the partial vesting of the 2019 ISP award. We

i believe that these ratios are appropriate given the size and
complexity of the business, and are a fair reflection of our

: remuneration principles and practices.

¢ We have used the ‘Option B’ methodelogy (based on gender
pay reporting), as the most robust way to identify the individual
: reference points within an organisation with multiple operating
: segments.

Employee remuneration Pay ratio
Chief executive P25 P50 P75 P25 PEO P75
2019 £2,444,000 £34,281 £4%,477 £51,594 7101 59:1 47:1
2020 £3,248,012 £34,881 £42,173 £51,351 93:1 771 63:1
2021 £2,628,107 £35,569 £41,6C0 £50,391 74:1 63:1 52:1
2022 £3,459,514 £35,722 £40,059 £49,488 a7 86:1 701
Basesalary
Employee remuneration Pay ratio
Chiefexecutive P25 P50 P78 P25 P50 P75
2019 £1,222,000 £30,090 £35,918 £41,740 377 311 2741
2020 £1,100,000 £31,744 £37,327 £42,800 381 29:1 26:1
2021 £1,100,000 £31,842  £35,606  £42,836 351 311 26:1
2022 £1,100,000 £31,637 £35,017 £43,908 351 31t 25:1

The P25, P5G and P75 employees were identified from our
gender pay reporting data, based on the April snapshot period
atthe start of each respective year. We then identified the 80
employees above and below each of the ‘P’ points to form
enlarged groups. This approach is thought to be an appropriate
representation — while there is a reasonable level of consistency
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: giventhe size of the UK population, this methodology reduces
¢ volatility in the underlying data, and helps account for

. differencesin the gender pay and pay ratio calculation

! methodologies. Otherthan the exclusion of a small number of
data points for leavers and divestments, no other adjustments
: were made to the underlying data.



The total FTE remuneration paid during the year in question for
each employee in each of the groups was then calculated, on the
same basis as the Information set out in the 'single figure’ table
for the chief executive. Bonus payments in respect of each year
have been determined based on the latest available information
atthe time of analysis. The median total remuneration figure for
each group was then used to determine the three ratios.

Percentage change in remuneration of the executive
and non-executive directors and allemployees

BT Group plc, our parent company, employs our chairman,
executive and non-executive directors only, and as such ro
meaningful comparison can be drawn based on the parent
company alone, asisrequired by the reporting regulaticns.

Corporate governance report 13

¢ Instead, we have chosen to present a comparison with our UK
! management and technical employee population, comprising
¢ around 25,000 colleagues.

I We believe this is the most meaningful comparison given the

: nature of our workforce, as this group has similar performance-
! related pay arrangements as our executive directors, This is also
consistent with prior year disclosures.

: Thesalary/fee levels set out in the table below are in accordance
¢ with the Policy. Any increase infees paid to the non-executive

i directors represents a change inrole (and accordingly fees

; payable) over the relevant period. Any increase in benefitsis asa
result of travel and other expenses further to returning to

: face-to-face Board and committee meetings for the majority of
i FY22 whereasin FY21 these were all held remately by vidpn

. conference due to the pandemic.

FY22 (% chanyge) FY21 (% change)
Salaryf Annual Salary/ Annual
fees Benefits honus fees Benefits bonus

Chairman
Adam Crozier® - - -
Executive directors
Philip Jansen 0% 2% 0% 0% (14)% 0%
Simon Lowth? 0% (4)% 0% 0% (5)% (2)%
Non-executive directors
Adel Al-Saleh® - - - - - -
lan Cheshire 8% 0% - 19% - -
lain Conn 0% 0% - 33% - -
Isabel Hudson 0% 0% - 4% (66)% -
Matthew Key 2% 0% - 13% - -
Allison Kirkby 0% 0% - 5% - -
Leena Nair 0% 0% - 3% - -
Sara Wellerd 0% 0% - - - -
UK management colieagues 0% 0% 0% 0% 0% 18%

a Adam joined during F¥22 and so no relevant comparisoncan be presented.

b Simon's reduction in benefits reflects the year on year reduction in pension allowance.
¢ Under the terms of the Relationship Agreement between BT Group ple and Deutsche Telekom and Adel’s letter of appointment, na remuneration is payable for this position.
d Sarajoined during the prior financial year and so any increase has been determined ona full-year equivalent basis.

Relative importance of the spend on pay
The table below shows the percentage change in total

remuneration paid to allemployees compared to expenditureon :

dividends and share buybacks.

FY22 Fy21 %
Area {(Em) (Em}) change
Remuneration paid to all
employees 4,845 5,162 (8)%
Dividends/share buybacks? 184 14 1,214%

a includes share purchases by the Trust as setoutin note 21 to the consolidated
financial staternents.

Diversity and inclusion

It’simportant that our colleagues reflect the diversity

of our customers, and that ail our colleagues are given the
opportunities to succeed. Across our business, our Diversity and
Inclusion Centre of Expertise, comprising cf subject matter
experts and support colleagues, are partnering with workstream
leads to ensure that we address thisissue inan evidenced-based
manner, with the broadest reach and widest impact.

Qur 2022 Diversity and inclusion Report includes details of our UK
genderand ethnicity pay gaps, as well as the demographics of our

! workforce and progress towards our diversity and inclusion targets
: and ambitions including detailed information on our initiatives and
: activities toreduce any gap. It also details the breadth of work

: taking place across the group toincrease all forms of diversity
within our workforce and to ensure we have an inclusive culture.

©

Gender pay gap reporting

At a group-level, our median hourly pay gap between male and
¢ female colleagues hasincreasedto 6.7% (5% in 2020). This

: remains below the telecommunications industry median of

i 19.6% (ONS provisicnal), and the UK national median of 15.4%.

®

Sirlan Cheshire
¢ Chairof the Remuneration Committee
¢ 11 May 2022

OurDiversity and Inciusion Reportis available on our website
bt.com/diversity-and-inclusion

Our Gender Pay Gap statement setsout the key information required uncler
{egislation and s available onour website bt.eom/genderpaygap

BT Greup plc Annual Report 2022
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Statement of directors’ responsibilities in respect
of the Annual Report and the financial statements

The directors are responsible for preparing the
Annudl Report and the group and parent company
financiol statements in accordance with applicable
law and regulations.

Company law requires the directers to prepare group and parent
company financial statements for each financial year. Under that :

law they are required to prepare the group financial statements
inaccordance with LIK-adopted international accounting
standards and with the reguirements of the Companies

ACt £LUUb,

Under cormpany law the directors must not approve the financial
statements unless they are satizfied that they give a true and fair
view of the state of affairs of the group and parent company, and
of the group’s profit or loss for that period. In preparing each of
the group and parent company financial statements, the
directors are required to:

make judgements and estimates that are reasonable,
relevant, reliable and prudent

state whether the group financial statements have been
prepared inaccordance with international accounting
standards, as adopted by the UK

state whether applicable UK accounting standards have been
followed with regards to the parent company financial
statements, subject to any material departures disclosed and
explained in the parent company financial statements

assess the group and parent company’s ability to continue as a
going concern and disclose, as applicable, matters related to
going concern

use the going concern basis of accounting unless they either
intend to liquidate the group or the parent company or to
cease operations or have no realistic alternative butto do so.

The directors are responsible for keeping adeguate accounting
records that are sufficient to show and explain the parent
company’s transactions and disclose with reasonable accuracy,
at any time, the financial position of the parent company, and
enable them to ensure that its financial statements comply with
the 2006 Act. They are responsible for such internal control as
they determine is necessary to enable the preparation of
financial statements that are free from material misstatement,
whether due to fraud or error. They have general responsibility
fortaking such steps as are reasonably open to them to
safeguard the assets of the group and to prevent and detect
fraud and otherirregularities.
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select suitable accounting policies and apply them consistently

i Underapplicable law and regulations, the directors are also

: responsible for preparing an annual strategic report, directors’
: report, report on directors’ remuneration and corporate
governance statement that comply with such law and regulation.

i Thedirectors are responsible for the maintenance and integrity
1 ofthe corporate and financial information included on the BT

: Group website. Legislation in the UK governing the preparation
i and dissemination of financial statements may differ from

: legislation in other jurisdictions.

Responsibility statement of the Board in respect
: ofthe annual financial report
We confirm that, to the best of our knowledge:

the financial statements, preparedin accordance withthe
applicable set of accounting standards, give a true and fair
view of the assets, liabilities, financial position and profitor
loss of the group and the undertakings Tncluded in the
censolidation taken as a whole

the Strategic report and the Report of the directors include
afairreview of the development and performance of the
business and the position of the group and the undertakings
included in the consolidation taken as a whole, together with
adescription of the principal risks and uncertainties that
they face.

We consider that the annual report and accounts, taken as a
: whole, is fair, balanced and understandable and provides the
: information necessary for shareholders to assess the group’s
¢ position, performance, business model and strategy.

: Thisresponsibility statement was approved by the Board on
11 May 2022 and was signed cnits behalf by:

Simon Lowth

Philip Jansen
: Chief Financial Officer

: Chief Executive



Report of the directors

The directors present the Report of the directors, together with
audited financial information for the year ended 31 March 2022.
The Report of the directors also encompasses the entirety of
our Corporate governance report on pages 71to 120 for the
purpose of section 463 of the Companies Act 2006 (the 2006
Act), The Report of the directors together with the Strategic
report on pages 1to 70 form the Management Report for the
basisof DTR 4.1.5R.
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i Having assessed the principal and emerging risks, the directors
: considered it appropriate to adopt the going concern basis of
 accounting when preparing the financial statements. This

i assessment covers the period to May 2023, which is consistent

i with the FRC guidance. When reaching this conclusion, the
directors took into account the group’s overall financial position
: (including trading resuits and ability to repay term debt as it

! matures without recourse to refinancing) and the exposure to

i principal risks {including severe but plausible downsides, refer

Critical accounting estimates, key judgements
and significant accounting policies

Our critical accounting estimates, key judgements and
significant accounting policies conform with IFRSs as adepted
by the EU and IFR5s issued by the International Accounting
Standards Beard {IASB) and are set out on pages 135and 136
of the consclidated financial statements. The directors have
reviewed these pelicies and applicable estimation techniques
and have confirmed that they are appropriate for the
preparation of the FY22 conscolidated financial statements.

to the Viability statement on page 70).

: At 31 March 2022, the group had cash and cash equivalents of

! £0.8bn and current asset investments of £2.7bn. The group also
! had access to committed borrowing facilities of £2.1bn. These
facilities were undrawn at the period-end and are not subject to
i renewaluntil March 2627.

Independent advice

| The Board has a procedure that allows directors to seek
¢ independent professional advice at our expense. All directors

also have access to the advice and services of the company

Disclosure of information to the auditor

Asfar as each of the directors is aware, there is no relevant audit
information (as defined by section 418(3) of the 2006 Act) that
hasn’'t been disclosed to the auditor. Each of the directors
confirms that all steps have been taken that ought to have been
taken to make them aware of any relevant audit information and
to establish that the auditor has been made aware of that
information.

¢ secretary and her nominated delegate.

. Directors’ and officers’ liability insurance
¢ and indemnity
¢ For some years, we have bought insurance cover for directors,

i officers and employees in positions of managerial supervision of
i BT Group plc and its subsidiaries. Thisisintended to protect

¢ against defence costs, civildamages and, in some
: circumstances, civil fines and penatties following an action

Going concern

In line with IAS 1 'Presentation of financial statements’, and
revised FRC guidance on ‘risk management, internal controland
related financial and business reporting’, management has
taken into account all available information about the future for
a period of at least, but not limited to, 12 months from the date
of approval of the financial statements when assessing the
group’s ability to continue as a going cencern.

The Strategicreporton pages 1 to 70 includes information
onthe group structure, strategy and business model, the
performance of each customer-facing unit and the impact of
regulation and competition. The Group performance section
on pages 46 to 53 includes information on our greup financial
results, financial outlook, cash flow and net debt, and balance
sheet position. Notes 24, 25, 26 and 28 of the consolidated
financial statements include information on the group’s
investments, cash and cash equivalents, borrowings, derivatives,
financial risk management objectives, hedging peclicies and
exposure to interest, foreign exchange, credit, liquidity and
market risks.

Our principal risks and uncertainties are set out on pages 58 to
65 including details of each risk and how we manage and
mitigate them. The directors carried out a robust assessment of
the principal risks affecting the group, including any that could
threaten our business model, future performance, insolvency
or liguidity.

This assessment is consistent with the assessment of our

viability, as set out on page 70, in estimating the financial impact :
for a severe but plausible outcame for each risk, both individually :
and in combination through stochastic risk modelling. This stress
testing confirmed that existing projected cash flows and cash
management activities provide us with adequate headroom over :
the going concern assessment period. ;

 brought against them in their personal capacity. The policy alse
¢ covers individuals serving as directors of other companies or of
! jointventures, or on boards of trade associations or charitable
organisations at the group’s request. The insurance protects the
: directors and officers directly in circumstances where, by law,

. BT Group plc cannot provide anindemnity. It also provides the

i group, subject to a retention, with cover against the cost of
indemnifying a director or officer. Cne layer of insurance is

¢ ringfenced for the directors of BT Group ple.

i Asat 11 May 2022, and throughout FY22, BT Group plc’s

i wholly-owned subsidiary, British Telecommunications plc, has
provided anindemnity for a group of pecple similar to the group
: covered by the above insurance, Neither the insurance nor the

i indemnity provides cover where the individual is proven to have
acted fraudulently or dishonestly.

! Aspermitted by BT Group plc’s Articles of Association, and to
¢ the extent permitted by law, the group indemnifies each of its
directors and other officers against certain liabilities that may
i beincurred as a result of their positions within the group. The
: indemnity was in force throughout the tenure of each director
¢ during the last financial year, and remains in force.

. Interest of management in certain transactions

: During and at the end of FY22, none of BT Group plc’s directors
i were materially interested in any material transaction in relation
to the group’s business. None are materially interested in any

: currently proposed material transactions.

BT Group ple Annuat Report 2022
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Report of the directors continued

Power to authorise conflicts

Alldirectors have a duty under the 2006 Act to aveid a situation
inwhich he or she has, or can have, a direct or indirect interest
that conflicts, or possibly may conflict, with the interests of the
group. BT Group plc’s Articles of Association include provisions
for dealing with directors’ conflicts of interest in accordance with
the 2006 Act. The group has procedures in place, which it
follows, to deal with such situations. These require the Board to:

consider each conflict situation separately onits particular
[acls

consider the cenflict situation in conjunction with its other
duties under the 2006 Act

keep records and Board minutes on any authorisations
granted by directors and the scope of any approvals given

regularly review conflict authorisation.
The company secretary maintains a conflicts of interest register.

The Conflicted Matters Committee identifies to what extent
Board and committee materials are likely to refer to a potential
or actual conflict of interest between BT Group plc and
Deutsche Telekom and, as a result, what materials should he
shared with our non-independent, non-executive director and
Deutsche Telekom nominated representative. He owes duties to
both BT Group ple and Deutsche Telekom, and the Conflicted
Matters Committee helps him comply with his fiduciary duties,
although ultimate responsibility rests with him.

Systems of risk management and internal control

The Board is responsible for reviewing the group’s systems of
risk management and internal controleach year, and for
ensuring their effectiveness, including in respect of relevant
assurance activities. These systems are designed tc manage,
rather than eliminate, risks we face that may prevent us from
achieving our business objectives and delivering cur strategy.
Any system can provide only reasonable, and not absclute,
assurance against material misstatement or loss.

Qurgroup risk management framework is simple and consistent, :
Details of the group’s financial risk management objectives,

: policies of the group and exposure to interest risk, credit risk,
i liguidity risk and foreign exchange are givenin note 28 to the
. consolidated financial statemaents.

and defines our (1) risk mindset and culture, (2) risk process and
activities; and finally (3) governance, The framework:

+ provides the business with the tools to take on the right risks
and make smart risk decisions

supports the identificaticn, assessment and management of
the principalrisks and uncertainties faced by the group

* isanintegral part of BT Group’s annual strategic review cycle.

The framework was designed in accordance with the FRC
guidance on risk management, internal controland related
financialand business reporting and has been in operation
throughout the year and up to the date on which this document
was approved. The framework was reviewedin FY22 and
deemed effective, with continuous enhancements around
suppoerting smarter decision-making, expansion of emerging
risk hubs and further embedding of the framework.
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i More information on our greup risk management framawork can
i be found under the section Risk Management - Building Trust
: across BT Group on pages 35to 57.

Internal audit carry out periodic assessments of the quality of

¢ risk management and control, promote effective risk

: management across ali our units and report to management and
! the Audit & Risk Committee on the status of specific areas

\ identified for improvement. We do not cover joint ventures and
associates not controlled by the group in the scope of our group
: risk management framework. Such third parties are respensibie
for their own internal contrel assessment.

Furthermore, the Audit & Risk Committee, on behalf of the

: Board, reviews the effectiveness of the systems of risk

: management and internal control across the group. Further

i details on how the Audit & Risk Committee fulfils these duties
can be found on pages 89 to 95.

Capital management and funding policy

The objective of our capital management policy is to target an

: overall level of debt consistent with our credit rating objectives,
i while investing in the business, supporting cur pension schemes
¢ and meeting our distribution poticy.

The Board regularly reviews the group’s capital structure.
: Management proposes actions which reflect the group’s
¢ investment plans and risk characteristics, as wellas the
macroeconcmic conditions in which we operate.

: Ourfunding policy is to raise and invest funds centrally to meet
! the group’s anticipated requirements. We use a combination of
capital market bond issuance and committed berrowing

¢ facilities to fund the group. Whenissuing debt, in order to avoid
: refinancing risk, group treasury will take into consideration the

 maturity profile of the group’s debt portfolio as well as forecast
cash flows.

See note 28 to the consclidated financial statements for details
of ourtreasury policy.

Financial instruments

i Creditrisk management policy

. We take preoactive steps to minimise the impact of adverse

. market conditions on our financialinstruments. In managing
investments and derivative financial instruments, the group's
: central treasury function monitors the credit quality acress

. treasury counterparties and actively manages any exposures
: thatarise. Management within the business units also actively
monitors any exposures arising from tracing balances.



Off-balance sheet arrangements

Other than the financial commitments and contingent liabilities
disclosed in note 31 to the consolidated financial statements,
there are no off-balance sheet arrangements that have, or are
reasonably likely to have, a current or future material effect on:

» ourfinancial condition
* changesin financial condition

® revanues or expenses

results of operations

liquidity

capital expenditure

* capital resources.

Legal proceedings

The group is involved in various legal proceedings, including
actualorthreatened litigation and government or regulatory
investigations. For further details of legal and regulatory
proceedings to which the group is party to, please see note 19 to
the consolidated financial statements.

Apart from the infarmation disclosed in note 19 to the

consolidated financial statements, the group does not currently :

believe that there are any legal proceedings, government or
regulatory investigations that may have a material adverse
impact on the operations or financial condition of the group. In
respect of each of the claims described in note 19, the nature
and progression of such proceedings and investigations can
make it difficult to predict the impact they will have on the
group. Many factors prevent us from making these assessments
with certainty, including that the proceedings or investigations

and/or the frequently slow pace of litigation.

Otherinformation-Listing Rules

Forthe purposes of the Listing Rule (LR} 9.8.4R, the infcrmation
below is disclosed as follows:

Sectioninformation
LR 9.8.4R(4) 46
LR9.8.4R(12)
LR9.8.4R(13)

Page

See below

See below

Inrespect of LR 9.8.4R(12} and (13), the trustee of the BT Group
Employee Share Ownership Trust (the Trust] agrees to waive
dividends payable on the BT Group plc shares it holds for
satisfying awards under the group’s executive share plans.
Under the rules of these share plans, the dividends are
reinvested in BT Group plc shares that are added to the
relevant share awards.

No otherinformation is required to be disclosed pursuant to
LR 9.8.4R.

¢ Branches

Corporate governance report 117

i Otherstatutory information - the 2006 Act

Certain provisions of the 2006 Act (or regulations made

¢ pursuant thereto) require us to make additional disclosures

¢ within the Report of the directors. The disclosures referred to
¢ pelow are included elsewhere in this Annual Report and
incorporated by reference into the Report of the directors:

Section information Page

Future developments Tto 70

Particulars of any important events affecting BT

: Group orany of its subsidiary undertakings which

: have occurred since the end of the financial year 198

Research and development activities 13 and 21

How the directors have engaged with UK

¢ employees, had regard to UK employee interests,

: and the effect of that regard, including cn principal 36and

: decisions during the year 80tc 81

How the directors have had regard to the need to

¢ foster business relationships with suppliers, 37toM

: customers and others, and the effect of that regard, and

¢ including on principal decisions during the year 82to083

Greenhouse gas emissions, energy consumption

: and energy efficiency action 35and 69

¢ Structure of 8T Group plc’s share capital (including

¢ therights and obligations attaching to the shares) 132

Significant agreements to which BT Groupplcisa

party that take effect, aiter or terminate upona

i change of control following a takeover n/a
20310208

are in early stages, no damages or remedies have been specified, : The following disclosures are not covered elsewhere in this

¢ AnnualReport:

» BT Group has two employee share ownership trusts that hold

BT Group ple shares for satisfying awards under our various
employee share plans

* thetrustee of the BT Group Employee Share Investment Plan

may invite participants, on whose behalf it holds shares, to
direct it how to vote in respect of those shares. Ifthere is an
offerfer the shares oranothertransaction that would lead to a
change of control, such participants may direct the trustee te
accept the offeror agree to the transaction

+ inrespect ofshares held in the Trust, the trustee abstains from

voting those shares if there is an offer for the shares. The
trustee does not have to accept or reject the offer but will have
regard to the interests of the participants, may consult the
participants to obtain their views on the offer, and may
otherwise take any action with respect to the offer that it
thinks is fair

* EasyShareisthegroup’s corporate sponsored nominee
service, which allows LIK and European Economic Area
resident shareholders to hold BT Group plc shares
electronically. EasyShare is administered by Equiniti Financial
Services Limited. Asat 11 May 2022, 386m shares were held
in EasyShare (3.87% of the issued share capital (3.89%
excluding treasury shares}) on behalf of BT Group plc
shareholders

= ng person holds securities carrying special rights with regard
to control of the group

BT Group ple AnnualReport 2022
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Report of the directors continued

our share registrar, Equiniti, must receive proxy appointment
and voting instructions not less than 48 hours before any
general meeting {see also page 119)

the business of BT Greup is managed by the Beard.

The directors may exercise all the powers of BT Group ple,
subject to the Articles of Association, legislation and
regulation. This includes the ability to exercise the authority
to allot or purchase BT Group pic shares pursuant to
shareholders passing an ordinary resolution at the annual
general meeting (AGM)

we have no agreements with directors providing for
compensation for loss of office oremploymentas a resultofa
takeover. Similarly, there is no provision for this 'n our standard
employee contracts

we are not aware of any agreements between shareholders
that may result in restrictions on the transfer of shares or on
voting rights.

Articles of Association

BT Group ple’s current Articles of Association were adepted
pursuant to a resolution passed at the AGM of BT Group plc held
on 15 July 2021 and contain, amongst others, provisions on the
rights and obligations attaching to BT Group pic’s shares.

The Articles of Association may only be amended by special
resclution at a general meeting of the shareholdersin
accerdance with applicable legislation.

@ A copy of the current Articles of Association is available at bt.com/articles

Directors’ appointment, retirement and removat

The Articles of Association regulate the appointment and
removal of directors, as does the 2006 Act and related
legislation. The Board, and shareholders (by ordinary
resolution), may appoint a person who is willing to be elected
as a director, either to filla vacancy or as an additional director.
At every AGM, all directors must automatically retire. A retiring
directoris eligible for election or re-election, as applicable.
Inaddition to any power of removal under the 2006 Act,

the shareholders can pass an ordinary resolution to remove
adirector.

Adel Al-5aleh is appointed as a non-independent,
non-executive directorunder the terms of the Relationship
Agreement between BT Group plc and Deutsche Telekom.
The appointment is terminable immediately by either party.

Share rights
(a) Voting rights

On ashow of hands, every shareholder presentin person or by
proxy at any general meeting has one vote and, on a poll, every
shareholder present in person or by proxy has one vote for each
share which they hold.

There are no restrictions on exercising voting rights exceptin
situationswhere BT Group plc is legally entitled to impose such a
restriction (for exampie where a nctice under section 793 of the
2006 Act has been served).
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. (b) Variation of rights

Whenever the share capital of BT Group pleis split into different
. classes of shares, the specialrights attached to any of those

. classes can be varied or withdrawn either: (i) with the sanction of
I aspecialresolution passed at a separate meeting of the holders
i ofthe shares of that class; or (i) with the consent in writing of the
: holders of at least 75% in neminal value of the issued shares of

i that class. BT Group plc can issue new shares and attach any

i rights and restrictions to them, as long as this is not restricted by
; special rights previously given to holders of any existing shares.
Subject to this, the rights of new shares can take pricrity over the
. rights of existing shares, or existing shares can take priority over
! them, or the new shares and the existing shares canrank equally.
: BT Group ple currently has one class of shares.

¢ Transfer of shares

There is no specific restriction on the transfer of BT Group plc
i sharesinthe group, which is governed by the Articles of
. Association and prevailing legislation.

Colleague engagement
Engaging with our colleagues takes many forms, including
| through:

! = ourannual Your Say employee engagement survey and pulse

survey

© « union/employee representative engagement

: e the Colleague Board, ourworkforce engagement mechanism

* regular colleague communications.

' Colleagues are kept wellinformed on matters such as the
strategy and performance of the group, including after certain

: keyeventssuch as results and trading updates. Please see

: further details of the Colfleague Board’s activities on pages 80 to
¢ 81 and the other means by which we engage with our colleagues
i on page 36.

: Share plans are used to encourage colleagues to have a stake in

i the future of the group. We annually consider which all-

. employee plans to offer, beth within the UK and globally. In June
2021, we again ocperated the yourshare plan granting £500

: worth of BT Group ple shares (or a cash equivalent where there

! were geographical restrictions) to all eligible colleagues. This

i utilised the free share element of the share incentive plan in the

i UK and conditional share awards internationally, Colleagues also
have the opportunity to join our all-employee share plans; save

§ asyocd earn (saveshare) and the share incentive plan

: (directshare), to the extent these are operated each year.



Employees with disabilities

We are an Inclusive employer and actively encourage the
recruitment, development, promotion and retention of disabled
people.

We are a member of Valuable 500, a global business collective
made up of 500 CEOs and their companies that are committed
to disability inclusion. In 2021, we launched our Disability Rapid
Action Plan (DRAP). This plan is our Valuable 500 commitment
to accelerate the pace of progress we are making to support
disabled and neurodiverse colleagues, and those that have an
impairment, or a long-term health condition.

We renewed our status as a Disability Confident Leader and

Network and external partner the Business Disability Forum, to
focus on four key DRAF areas; attraction and recruitment,
diversifying our talent by broadening our Accelerate fast stream
talent programme, end-to-end reviews of our workplace
adjustment processes, and training and awareness initiatives,

Read more on diversity and inclusion, incluchng our Dwversity and Inclusion
Report, at bt.com/diversity-and-inclusion

Political donations

Qur policy is that no company in the group will make
cantributions in cash orin kind to any political party, whether by
gift or loan. However, the definition of political donations usedin
the 20086 Actis significantly broader than the sense in which
these words are ordinarily used. The 2006 Act’s remit could
cover making members of Parliament and others in the political
world aware of key industry Issues and matters affecting

BT Group plc, and enhancing their understancding of the group.

The authority for political donations requested at the 2022 AGM
is not intended to change this policy. It will, however, ensure that
the group continues to act within the provisions of the 2006 Act,

as definedin the 2006 Act. During FY22, 8T Group plc's wholly
owned subsidiary, British Telecommunications plc, paid the
costs of attending events at (1) the Labour party conference;
(ii) the Conservative party conference; and (iii) the Welsh
Labour party conference, These costs tolalled £6,205 (FY21:
£922) which were greater than last year, as events were
attended in person rather than virtually. No company in the

BT Group made any loans to any pclitical party.

Substantial shareholdings

Asat 31 March 2022, BT Group plc had received notice, under
the DTRs, in respect of the following hotdings of 3% or more of
the voting rights inits issued ordinary share capital:

%%

of total

voting

Date of notification Shares rigihts

Altice UKS.Arl 13 December 2021 1,785,476,188 18.0%

T-Mobile Holdings 23 March 2018 1,196,175,322 12.06%

BlackRock, Inc. 1 February 2022 611,646,054 6.15%

In the period 31 Marchto 11 May 2022, BT Group plc received
three further notifications from BlackRock, Inc., the most
recent of which was on 20 April 2022 disclosing a holding of
670,942,065 BT Group pic shares equating to 6.74% of the total
voting rights.
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. AGM

Resolutions

i Atthe 2022 AGM, shareholders will be asked to vote onall
resclutions including the Annual Report, the Report on

: directors’ remuneration, the election/re-election of directors,

: the reappointment of KPMG LLP as our external auditor and to

i authcrise the Audit & Risk Committee to agree its remuneration,
i giving authority to the directorsto allot BT Group ple shares and
disapply pre-emptionrights.

Before the AGM, we count the proxy votes for and against each
i resolution, as well as votes withheld, and make the results
. ) available as soon asreasonably practicable fellowing the
worked with severalteams across the business, our Able2? People | conclusion of the meeting, As at previous AGMs, we will take

: votes onall matters at the 2022 AGM on a poll.

i The separate Notice of meeting 2022, which we send to all
shareholders who have requested shareholder documents by

: post, contains the resolutions {with explanatory notes) which we
! will propose at the 2022 AGM an 14 July 2022. We notify all

¢ sharehelders of the publication of these documents which are
available on cur website at bt.com/annualreport

Authority to purchase shares

The autharity given at the 2021 AGM for BT Group plcto

! purchase in the market 291m of its shares, representing 10% of
. BT Group plc’s issued share capital (excluding treasury shares),
. expires at the conclusion of the 2022 AGM. We will ask

: shareholders to give a similar authority at the 2022 AGM.

During FY22 and up to 11 May 2022, no shares were purchased
i under this authority,

At the start of the year, 50.7m shares (having a total nominal
¢ value of £2.5m, and constituting 0.5% of the issued share capital
i (0.5% excluding treasury shares)) were held as treasury shares.

requiring companies to obtain shareholder authority before they § During FY22, 9.3m treasury shares (having a nominal value of

make donations to political parties and/or political organisations £465,000, and constituting 0.09% of the issued share capital
¢ (0.09% excluding treasury shares)) were transferred to meet

. BT Group plc’s obligations under its employee share plans. At
31 March 2022, a total of 41.4m shares (having a total noeminal
: value of £2,1m, and constituting 0.41% of the issued share

: capital {0.41% excluding treasury shares)) were held as

¢ treasury shares.

Since 31 March 2022 {(up to and including 11 May 2022), 784,038
¢ treasury shares (having a nominal vatue of £39,200, and

i constituting 0.007% of the issued share capital {0.007%

i excluding treasury shares)) have been transferred to meet

BT Group ple’s obligations underits employee share plans.

At 11 May 2022, a total of 40.6m shares (having a nominal value
of £2m, and constituting 0.4% of the issued share capital {0.4%
¢ excluding treasury shares)) were held as treasury shares.

In agdition, the Trust purchased 98.8m BT Group plc shares fora
total consideration of £182m. The Trust held 79.1m shares both
¢ at31March 2022 and 11 May 2022.
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Report of the directors continued

Cross-reference to the Strategic report

We have chosen to include the following informationin the :
Strategic report in line with the 2006 Act (otherwise required by
law to be included in the Report of the directors): :

* the final dividend proposed by the Board (page 47)

+ anindication of likely future developments in the business of
BT Group ple and its group (pages 1 te 70)

anindication of our research and development activities
{pages 13 and 21)

inforrmation about how the directors engaged with UK
employees, had regard to UK employee interests, and the
effect of that regard, including on principal decisions during
the year (pages 36 and 80to 81)

information about how the directors have had regard to the
need to foster business relationships with suppliers,
customers and others, and the effect of that regard, including
on principal decisions during the year (pages 37to 41 and 82
to 83)

information about greenhouse gas emissions, energy
consumption and energy efficiency action (pages 35 and 69).

By order of the Board

Sabine Chalmers

Group General Counsel, Company Secratary & Director
Regulatory Affairs

11 May 2022
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Independent auditor’s report to the members of BT Group plc

1. Our opinion is unmodified

We have audited the financial statements of BT Group plc

{"the Company”) for the year ended 31 March 2022 which
comprise the Group income statement, Group statement of
comprehensive income, Group balance sheet, Group statement
of changes in equity, Group cash flow statement, company
batance sheet, company statement of changes in equity,

and the related notes, including the accounting policies.

[n our opinion:

« the financial statements give a true and tair view ot the state
of the Group’s and of the parent Company’s affairs as at
31 March 2022 and of the Group’s profit for the year
then ended;

the Group financial statements have been properly
prepared inaccordance with UK- adoptedinternational
accounting standards;

the parent Company financial statements have been properly
prepared in accordance with UK accounting standards,
including FRS 107 Reduced Disclosure Framework; and

the financial statements have been prepared inaccordance
with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) (“ISAs (LIK)”) and applicable law.
Our responsibilities are described helow. We believe that the
audit evidence we have obtained is a sufficient and appropriate
basis for cur opinion. Cur audit opinion is consistent with our
report to the audit committee.

We were first appointed as auditor by the shareholders on

11 July 2018. The period of tetal uninterrupted engagement

is for the four financial years ended 31 March 2022, We have
fulfilled our ethical responsibilities under, and we remain
independent of the Group in accordance with, UK ethical
reguirementsincluding the FRC Ethical Standard as applied to
listed public interest entities. No non-audit services prohibited
by that standard were provided,

2. Key audit matters: our assessment of risks
of matertal misstatement

Key audit matters are those matters that, in our professional

statements and include the most significant assessed risks of
material misstatement (whether or not due to fraud) identified
by us, including those which had the greatest effect on; the
overall audit strategy; the allocation of rescurces in the audit;
and directing the efforts of the engagement team. We
summarise below the key audit matters (unchanged frem 2021),
in decreasing order of audit significance, in arriving at our audit
opinion above, together with our key audit procedures to
address those matters and, as required for public interest
entities, our results from those procedures. These matters were
addressed, and our results are based on procedures undertaken,
in the context of, and solely for the purpose of, our audit of the
financial statements as a whole, and in forming our opinion
thereon, and consequently are incidental to that opinion,

and we do not provide a separate opinion on these matters.
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! Valuation of certain unquoted investments in the
i BT Pension Scheme (BTPS)

Certain unquotedinvestments in the BTPS: included within
i unguoted BTPS plan assets of £18.6 billion (2021: £17.2 billion)

Risk vs 2021: cdecrease

: Refer to page 89 Audit & Risk Committee Report), page 168

: (note 20 accounting policy Retirement benefit plans) and

pages 167 to 179 (disclosures note 20 Retirement benefit plans).

Therisk

. Subjective valuation:

! The BTPS has unquocted plan assets in private equity, UK and

i overseas property, mature infrastructure, longevity insurance

i contracts, secure income and non-core credit assats. Significant
judgement is required to determine the value of a portion of

: these unquoted investments, which are valued based oninputs
: thatare not directly observable. Furthermore, the geo-political
i eventsin 2022, which directly affect market conditions,

have resulted in some risk of volatility in asset valuation.

¢ Notwithstanding this, the overall risk has decreased in the

! current year compared to the prior period.

The key unobservable inputs used to determine the fair value of
¢ these plan assets includes estimated rental value for the UK and
: overseas property, discount rates and comparable transactions
¢ for mature infrastructure and certain secure income assets,

. discount rate and projected future mortality for the longevity
insurance contract and estimated net asset values for private

! equfty, non-core credit assets and certain secure income assets.

i Theeffect of these mattersis that, as part of our risk assessment,
we determined that the valuation of unquoted plan assetsinthe

i BTPS has a high degree of estimation uncertainty, with a

: potential range of reasonable outcomes greater than our

i materiality for the financial statements as a whole, and possibly

© many times that amount.

The financial statements {note 20) disclose as part of
sensitivities of growth assets the key sensitivities of key
: assumptions for the valuation of unguoted plan assets.

! Qurresponse —our procedures included:

i Assessing valuers’ credentials: Evaluating the scope,

i competencies and objectivity of the Group’s external experts
who assisted in determining the key unobservable inputs and
: marketindices listed above.

! = mal ! - ) . Assessing transparency: Considering the adequacy of the
judgement, were of most significance in the audit of the financial Group’s disclosures in respect of the sensitivity of the asset

i valuations to these assumptions.

i Longevity insurance contract

Comparing valuations: Challenging, with the support of our own
i actuariat specialists, the fair value of the longevity insurance

: centract by comparing it to an independently developed range

i of fair values using assumptions, such as the discount rate and
projected future mortality, based on external data.

: Property/infrastructure and certain secure income assets
 Benchmarking assumptions: Challenging, with the support of
our own valuation specialists, the key unobservable inputs, such

i asestimated rental value and market value, usedin determining
: the fair value of a sample of UK and overseas property assets,

. and discount rates used in determining the mature infrastructure
i and certain secura income assets by comparing them to
discount rates for comparable external assets.



Comparing valuations: Developing, with the support of our own
valuation specialists, an independent expectation of the fair
value fora sample of UK and overseas property based on
changesin valuation for the relevant geography and asset type
obtained from external market data and the historical valuation
foreach property.

Private equity, non-core credit assets and certain secure
income assets

External confirmations: Comparing the estimated net

asset values for private equity, non-core credit and certain
secureincome assets to confirmations obtained directly from
third parties.

Test of details: Comparing the Group’s fund managers’
historical estimated net asset values to the latest audited
financiat statements of those funds to assess the Group's ability
to accurately estimate the fair value of private equity and
neon-core credit assets.

We performed the tests above rather than seeking torely onany
of the Group’s controls because the nature of the balance is such
that we would expect tc obtain audit evidence primarily through
the detailed procedures described.

Our results
We consider the valuation of the BTPS unquoted plan assets to
be acceptable (2021: acceptable).

Valuation of defined benefit obligation of the
BT Pension Scheme (BTPS)
BTPS obligation: £54.3 billion (2021; £57.7 billion)

Risk vs 2021: inerease

Refer to page 89 (Audit & Risk Committee Report), page 168
(note 20 accounting policy Retirement benefits) and pages 167
to 179 {disclosures note 20 Retirement benefit plans).

Therisk

Subjective estimate:

The valuation of the BTPS defined benefit obligationis
complex and requires significant judgements and assumptions.
A change in the methodology applied orsmall changesin the
key actuarial assumptions over the life expectancy of members,
price inflation, and discount rates can significantly impact

the valuation of the BTPS defined benefit obligation in the
financial statements.

The impacts of the Covid pandemic and the recent geo-political
events have resuited inan increased level of uncertainty across
various indices, thus impacting the assumptions and
methodologies used in forecasting the inflation and life
expectancy of members for future years.

we determined that the valuation of the BTPS defined benefit
cbligation has a high degree of estimation uncertainty, with a
potentialrange of reasonable cutcomes greater than cur
materiality for the financial statements as a whole, and possibly
many times that amount. The financial statements (note 20)
disciose the sensitivity of key assumptions for the obligation
estimated by the Group.
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: Ourresponse -our proceduresincluded:

: Benchmarking assumptions: Challenging, with the support

: of ourown actuarialspecialists, the life expectancy of the

! members, price inflation and discount rates used to determine
the cefined benefit obligation against independently developed
: assumptions using external market data.

i Assessing actuaries' credentials: Evaluating the scope,
competency and cbjectivity of the Group’s external experts who
. assisted in determining the actuarial assumptions used to

¢ determine the defined benefit obligation.

Assessing transparency: Considering the adequacy of the
. Group's disclosuresinrespect of the sensitivity of the obligation
. tothese assumptions.

We performed the tests above rather than seeking torely onany
: of the Group’s contrels because the nature of the balance is such
: that we would expect to obtainaudit evidence primarily through
i the detailed procedures described.

Our results
: We found the resulting estimate of the BTPS defined benefit
: obligation to be acceptable (2021: acceptable).

. Accuracy of revenue due to the complexity of the
¢ billing systems

Certain revenue strearns: included within total revenue of
{ £20.9billion (2021: £21.2 billien)

Riskvs 2021: same
: Referto pages 14010 143 (financial disclosures note 5 Revenue).

{ Therisk

! Processingerror

BT non-long-term contract revenue consists of a large number
¢ of low value transactions. The Group operates a number of

: distinct billing systems and the IT landscape underpinning

¢ revenue and linking the billing systems together is complex.

There are multiple products sold at multiple rates with varying
¢ price structuresin place. Products represent a combination of
. service based products, such as fixed line telephony, as well as
. goods, such as the provision of mobite handsets. There are

i monthly tariff charges.

i The revenue recognition of non-long-term contract revenue is
i notsubject to significant judgement. However, due to the large
i number of transactions and complexity of the billing systems,

¢ thisis considered to be an area of most significance in our audit.

QOur response

: Our proceduresincluded:

: Process understanding: Obtaining an understanding of the
The effect of these matters is that, as part of our risk assessment, ! .re.v.en.ue processes by.observmg tr:.ansactlor\s from customer
¢ initiation to cash received for certain material revenue streams.
Test of details: Comparing a sample of revenue transactions,

¢ including credit notes, to supporting evidence e.g. customer
bills, orders, price lists, contractual terms, proof of service and

: cashreceived (all where applicable).

¢ We performed the detailed tests above rather than seeking to
; relyonthe Group's controls because our knowledge of the

¢ design of these controls indicated that we would ke unlikely to
obtain the required evidence to support reliance on controls,
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Independent auditor’s report to the members of BT Group plc continued

Qurresults
We considered revenue relating to non-long-term contract
revenue to be acceptable (20217: acceptable).

Recoverability of parent company investment in
subsidiaries and loans to group undertakings
Investment in subsidiary £11,201 million (2021: £11,096 mitlion)

Refer to page 201 {accounting policy Investments} and page
201 (financial disclosures note 2 Investments).

Loans to group undertakings £nil million (2021: £972 million)

Refer to page 201 (accounting policy Impairment of
financial assets).

Therisk

Low risk, high value

The carrying amount of the parent company investment in
subsidiary and the amount of loans to Group undertakings
represent 83% and 7% respectively (2021: 92% and 8%
respectively), of the company’s total assets.

Their recoverability is not considered a significant risk or subject
to significant judgement. However, due to their materiality in the
context of the parent company financial statements, these are
considered to be the areas that had the greatest effect cnour
overall parent company audit.

Qurresponse

Our procedures included:

Test of details: Comparing the carrying amount of the parent
company’s investment and lcans to Group undertakings,

with the relevant subsidiary balance sheet to identify whether
its net assets, being an approximation of their minimum
recoverable amount, was in excess of its carrying amount and
assessing whether that subsidiary group has historically been
profit-making.

Comparing valuations: Comparing the carrying amount of the
parent company’s investment and loans to Group undertakings,
with the market capitalisation of the Greup.

We performed the tests above rather than seeking to rely on any
of the Company's controls because the nature of the balanceis
such that we would expect to ebtain audit evidence primarily
through the detailed procedures described.

Ourresults

We found the carrying amounts of the investmentin
subsidiary and debt due from Group entities to be acceptable
(2021; acceptable).
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i 2021

i 3.Ourapplication of materiality and an overview of
i the scope of cur audit

: Materiality for the Group financial statements as a whole was set
: at £100 million (2021: £105 million), determined with reference

: to abenchmark of Group profit before tax from continuing
operations normalised by averaging over the last 5 years due

¢ tofluctuations as a result of Covid-19, of £2,265 million

: (2021: benchmark of group profit before tax frem continuing

i operations of £2,359 million), of which it represents 4.4%
©(2021: 4.5%).

Materiality for the parent company financial statements as a

i whole was set at £95 mitlion (2021: £95 mitlion}, determined with
. reference to a benchmark of total assets, of which it represents

¢ 0.8% (2021:0.8%), and chosen te be lower than materiality for
the Group financial statements as a whole.

i Inline with our audit methodology, our procedures on individual
! account balances and disclosures were performed to a lower
threshold, performance materiality, so as to reduce to an

: acceptable level the risk that individually immaterial

! misstatements in individual account balancesadd uptoa
material amount across the financiat statements as a whole.

i Performance materiality was set at 65% (2021: 65%) of

i materiality for the financial statements as a whole, which

. equates to £65 miltion (2021: £68 million) for the Group and

i EB1.75 million (202 1: £61.75 milllon) for the parent company.

We applied this percentage in our determination of performance
: materiality based on the level of identified control deficiencies

¢ during the prior years.

We agreed toreport the Audit Committee any corrected or

. uncorrected identified misstatements exceeding £5 million

¢ (2021; £5.25 million), in addition to other identified
misstatements that warranted reporting on qualitative grounds.

Consistent with prior year, we define components of the Group

! based on legal entity and have determined our audit scope

. predominately on the same basis. Ofthe Group’s 234 (2021
233) reporting components, we subjected 5 (2021: 4) to full

¢ scope audits for Group purposes, Work on the Group’s entire

: preoperty, plant and equipment balance was perfarmed by the

¢ Group audit team on behalf of the Group and component teams.

The compenents within the scope of our work accounted for the
: following percentages:

Group Group

Group profit total

: revenue before tax assets
Audits for group reporting

! purposes 90% 83% 7%

B87% 78% 95%

The remaining 10% (2021: 13%) of total Group revenue, 17%

¢ {2021:22%) of Group profit before tax and 3% (2021: 5%) of

: total Group assetsis represented by 229 (2021: 229) reporting
: cempeonents, none of which individually represented more than
6% (2021: 6%) of any of total Group revenue, Group profit

¢ before tax or total Group assets. Forthe residual components,

: we performed analysis at an aggregated Group levelto re-

! examine our assessment that there were no significant risks of
material misstatement within these.



The work on all compenents, excluding the audit of BT Italy,
was performed by the Group audit team. The parent company
was alsc audited by the Group audit team. The Group team
instructed the BT ltaly component auditor as to the significant
areas tc be covered, including the risks identified above and the
information to be reported back.

The Group team approved the component materialities, which

ranged from £20 millicn to £85 million (2021: £25 mitlion to £90
millicn), having regard to the mix and size and risk profile of the
Group across components.

The Group audit team met frequently onvideo conference
meetings with the BT ltaly compoenent audit team as part of
the audit planning and completion stages to explain our audit

instructions and discuss the component auditor’s plans as wellas
: operations over the going concern period. The risks that we

: considered most likely to adversely affect the Group’s and

: Company’s available financial resources over this period were:

performing file reviews upon the completion of the component
auditor'sengagement.

At these meetings with componeant auditors, the findings
reported to the Group team were discussed in more detail,
and any further work required by the Group team was then
performed by the component auditor.

The scope of the audit work performed was predominately
substantive as we placed limited reliance upon the Group’s
internal control over financial reporting.

4. The impact of climate change on our audit

In planning our audit, we considered the potential impacts of
climate change on the Group’s business and its financial
statements.

The Group has pledged in the Strategic reports to be a net-zero
business by 2030 and has also outlined several shorter-term
climate change targets. Furthermore, the Group has mentioned
its commitment to implementing the recommendations of the
Task Force on Climate -related Financial Disclosures (TCFD}.
Furtherinformation has been provided in the Group’s Strategic
Report on page 66.

As a part of our audit, we have performed a risk assessment,
including enquiries of management, to understand how the

impact of commitments made by the Group inrespect of climate

change, as well as the physical and transition risks of climate
change, may affect the financial statements and our audit.

The potential impacts of these matters relate to the forward-
locking estimates, which include projections forimpairment
assessment of goodwill, useful economic life of vehicle fleet and
infrastructure impacting on future depreciaticn charges, and
significant assumptions used in pension asset valuations, Taking
into account ourrisk assessment precedures, the headroomon
goodwill, the remaining useful economic lives of relevant assets
and the nature of the assumptions used in the pension asset
valuation, we have assessed that there is not a significant risk to
the balancesin the financial statements as a result of climate
change. Therefore, there was no material impact on the Group's
critical accounting estimates and our key audit matters.

We have read the disclosures of climate related information in
the annual report and considered their consistency with the
financial statements and our audit knowledge. We have not
been engaged to provide assurance over the accuracy of the
climate risk disclosures in the Annual Report.
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¢ 5.Going concern

The directors have prepared the financial statements on the

i going concern basis as they do not intend te liquidate the Group

i orthe Company orto cease theiroperations, and as they have

! concluded that the Group's and the Company’s financial position
i means that this is realistic. They have also concluded that there

. are no material uncertainties that could have cast significant

¢ doubt over their ability to continue as a going concern for at least
. ayear fromthe date of approval of the financial statements

! (“the going concern period”},

We used cur knowledge of the Group, its industry, and the
i general economic environment to identify the inherent risks to
its business model and analysed how those risks might affect the

Group’s and Company’s financial resources or ability to continue

* Theimpactof prolenged stagflation driven by geo-political

factors and Covid-19 persistence;

* Theimpactofanindustrial action and international

trade sanctions;

= The impact of a significant supply chain disruptions driven by

the geo-political factors;

* Theimpactof anincreased level of financial market volatility

and deterioration of BT's covenant triggers on the funding
obligation of BT Pension Scheme;

! We also considered less predictable but realistic second order

! impacts, such as a large scale cyber breach or adverse changes
! totelecoms regulation which could result in a rapid reduction of
i available financial resources.

| We considered whether these risks could piausibly affect the

: liquiclity in the going concern period by comparing severe but
plausible downside scenarios that could arise from these risks
:individually and collectively against the level of available
financial resources indicated by the Group’s financial forecasts.

We also assessed the completeness of the going concern

disclosure.

Our conclusions based on thiswork:

= we consider that the directors’ use of the going concern basis

of accounting in the preparation of the financial statements
is appropriate;

+« we have not identified, and concur with the directors’

assessment that there is not, a material uncertainty related to
events or conditions that, individually or collectively, may cast
significant doubt on the Group’s or Company’s ability to
continue as a going concern for the geing concern period;

* we have nothing material to add or draw attention to in
relation to the directors’ statement in note 1 to the financial
statements on the use of the going concern basis of
accounting with no material uncertainties that may cast
significant doubt over the Group and Company's use of that
basis for the going concern period, and we found the going
concerndisclosure innote 1to be acceptable; and

the related statement under the Listing Rules set out on page
115 is materially consistent with the financial statements and
our audit knowledge.
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Independent auditor’s report to the members of BT Group plc continued

However, as we cannot predict all future events or cenditions
and as subseguent events may result in outcomes that are
inconsistent with judgements that were reasonable at the time
they were made, the above conclusions are not a guarantee that
the Group orthe Company will continue in operation.

6. Fraud and breaches of laws and regulations -
ability to detect

ldentifying and responding to risks of material
misstatement due to fraud

To identify risks of matertal misstatement due to fraud (“fraud
risks”) we assessed events or conditions that could indicate an
incentive or pressure to commit fraud or provide an oppertunity
to commit fraud, Ourrisk assessment procedures included:

enguiring of directors, the audit committee, internal audit
and inspection of policy documentation as to the Group’s
high-level policies and procedures to prevent and detect
fraud, including the internat audit function, and the Group’s
channel for “whistleblowing”, as well as whether they have
knowledge of any actual, suspected or alleged fraud;

reading Board, Remuneration Committee and Executive
Committee minutes;

considering remuneration incentive schemes and
performance targets formanagement and directors including
the EPStarget for management remuneration;

using analytical procedures to identify any unusual or
unexpected relationships.

We communicated identified fraud risks throughout the audit
teamand remained alert to any indications of fraud throughout
the audit. Thisincluded communication from the Group to full
scope component audit teams of relevant fraud risks identified
atthe Group leveland request to full scope component audit
teams to report to the Group audit team any instances of fraud
that could give rise to a material misstatement at Group.

Asrequired by auditing standards, and taking into account
possible pressures to meet profit targets, recent revisions to
guidance and our overall knowledge of the control environment,
we performed procedures to address the risk of management
override of controls, in particular the risk that Group and
component management may be in a position to make
inappropriate accounting entries.

On this audit we do not believe thereis a fraud risk related to
revenue recognition because non-long-term contract revenues
are net judgemental and consist of a high number of low value
transactions, and long-term contracts are generally lowin
complexity with most having a revenue recognition profile
aligned to billing.

We did not identify any additional fraud risks.
We performed procedures including:

» identifying journal entries to test for all full scope componeants
based on risk criteria and comparing the identified entries
to supporting documentation. These included those posted
by senior finance management, those posted and approved
by the same user and those posted to unusual or seldom
used accounts;

assessing whether the jJudgements made in making
accounting estimates are indicative of a potentiat bias;

evaluating the business purpose for significant
unusual transactions.
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¢ Identifying and responding to risks of material
; misstatement due to non-compliance with laws
. and regulations

¢ We identified areas of laws and regulations that could

¢ reasonably be expected to have a material effect on the financial
. statements from cur general commercial and sector experience,
through discussion with the directors and other management

i (asrequired by auditing standards), and from inspection of the

¢ Group’s regulatory and legal correspondence and discussed

¢ with the directors and other management the policies and

¢ procedures regarding compliance with laws and regulations.

As the Groupis regulated, our assessment of risks involved
: gaining an understanding of the control environment

. including the Group’s procedures for complying with
regulatory requirements.

: We communicated identified laws and regulations throughout

. ourteam and remained alert to any indications of non-

i compliance throughout the audit. This included communication
from the Group to full-scope component audit teams of relevant
¢ laws and regulations identified at the Group level, and arequest
: for fullscope component auditors to report to the Group team

i anyinstances of non-compliance with laws and regulations that
could give rise tc a material misstatement at Group.

The potential effect of these laws and regulations on the
financial statements varies considerably.

Firstly, the Group is subject to laws and regulations that directly

i affect the financial statements including financial reporting

¢ legislation (including related companies legislation),

! distributable profits legislation, taxation legislation, and pension
legislation and we assessed the extent of compliance with these
¢ laws and regulations as part of our procedures on the related

: financial statement items.

Secondly, the Group is subject to many other laws and

. regulations where the consequences of non-comptiance could
: have a material effect on amounts or disclosures in the financial
i statements, for instance through the imposition of fines or

. litigation or the loss of the Group’s licence to operate. We
identified the foltowing areas as those most likely to have such

: aneffect: anti-bribery, regulations affecting telecommunication
i providers, and certain aspects of company legislation

! recognising the financial and regulated nature of the Group’s
activities (including compiiance with Ofcom regulation) andits
¢ legal form. Auditing standards limit the required audit

. procedures to identify non-compliance with these laws and

: regulations to enquiry of the directors and other management

¢ and inspection of regulatery and legal correspondence, if any.
Therefcre if a breach of operational regulations is not disclosed
¢ tous or evident from relevant correspondence, an audit will not
i detect that breach.

| We discussed with the audit committee other matters related to
¢ actual or suspected breaches of laws or regulations, for which

. disclosure is not necessary, and considered any implications for
t ouraudit.



Context of the ability of the audit to detect fraud or
breaches of law or regulation

Owing to the inherent limitations of an audit, there is an
unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have
oreperly planned and performed our audit in accordance with
auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and
transactions reflected in the financial statements, the less likely

would identify it.

In addition, as with any audit, there remained a higher risk of
non-detection of fraud, as these may invalve collusion, forgery,
intentional omissions, misrepresentaticns, orthe override of
internal centrols. Our audit procedures are designed to detect
material misstatement. We are nct responsible for preventing
non-coempliance or fraud and cannot be expected to detect
non-compliance with all iaws and regulations.

7. We have nothing to report on the other
information in the Annual Report

The directars are responsible for the otherinfermation
presented in the Annual Report together with the financial
staterments. Our opinion onthe financial statements dees not
cover the other information and, accordingly, we do not express
an audit opinion or, except as explicitly stated below, any form of
assurance conclusion thereon.

Our responsibility is to read the cther information and, in doing
s0, consider whether, based on our financial statements audit
work, the information therein is materially misstated or
incensistent with the financial statements or our audit
knowiedge. Based solely on that work we have not identified
material misstatements in the other information.

Sirategic report and directors’ report
Based solely on our work on the other informaticn:

« we have not identified material misstatements in the strategic
report and the directors’ report;

* inour opinion the information given in those reports for the
financial year is consistent with the financial statements; and

* inour opinion those reports have been preparedin
accordance with the Companies Act 2006.

Directors’ remuneration report

In our opinion the part of the Directors’ Remuneration Report te
be audited has been property prepared in accordance with the
Companies Act 2006.
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: Disclosures of emerging and principal risks and

i longer-term viability

Woe are reguired to perform procedures to identify whether

: thereis a material inconsistency between the directors’

: disclosuresin respect of emerging and principal risks and

¢ the viability staternent, and the financial statements and our
: audit knowledge.

. Based on those procedures, we have nothing materialtoadd or

the inherently limited procedures required by auditing standards draw attention to inrelation to:

: » thedirectors’ confirmation within the Viability statement on

page 70 that they have carried out arocbust assessment of the
emerging and principal risks facing the Group, including those
that would threaten its business meodel, future performance,
solvency and liquidity;

.

the Principal Risks disclosures describing these risks and how
emerging risks are identified, and explaining how they are
being managed and mitigated; and

» the directors’ explanation in the Viability statement of how
they have assessed the prospects of the Group, over what
period they have done so and why they considered that period
to be appropriate, and their statement as to whether they
have a reasonable expectation that the Group will be able to
continue in operation and meet its liabilities as they fall due
over the period of their assessment, including any related
disclosures drawing attention to any necessary qualifications
or assumptions.

We are also required to review the Viability statement, set

: out on page 70 under the Listing Rules. Based onthe above

i procedures, we have concluded that the above disclosures

i are materially consistent with the financial statements and our
i audit knowledge.

¢ Qurwork is limited to assessing these mattersin the context of
. oniy the knowledge acquired during our financial statements

¢ audit. As we cannct predict all future events or conditions

and as subsequent events mayresultin outcomes that are

¢ inconsistent with Judgements that were reasonable at the time
: they were made, the absence of anything to report on these

¢ statementsis not a guarantee as to the Group’s and Company’s
! longer-term viabitity.

i Corporate governance disclosures

We are required to perform procedures to identify whether

: thereisa material inconsistency between the directors’

¢ corporate governance disclosures and the financial statements
i and ouraudit knowledge.

Based on those procedures, we have concluded that each of the
: following is materially consistent with the financial statements
and cur audit knowledge:

* thedirectors’ statement that they consider that the annual

report and financial staternents taken as a whole is fair,
balanced and understandable, and provides the information
necessary for shareholders to assess the Group’s position and
perfoermance, business model and strategy;

» the section of the annual report describing the work of the

Audit Committee, including the significant issuesthat the
audit committee considered inrelation to the financial
statements, and how these issues were addressed; and

» the section of the anhual report that describes the review of

the effectiveness of the Group’s risk management and internal
control systems.
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Independent auditor’s report to the members of BT Group plc continued

We are required to review the part of the Corporate Governance
Statement relating to the Group’s compliance with the
provisions of the UK Corporate Governance Code specified by
the Listing Rules for our review. We have nothing to reportin
thisrespect.

8. We have nothing to report on the other matters
on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you
if, in our opinion;

* adequate accounting records have not been kept by the
parent Company, or returns adecuate for our audit have not
been received from branches not visited by us; or

the parent Company financial statements and the part of the
directors’ Remuneration Report to be audited are not in
agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law
are not made; or

+ we have notreceived all the information and explanaticns we
recjuire for our audit.

We have nothing to report in these respacts.

9. Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 114,
the directors are responsible for: the preparation of the financial

statements including being satisfled that they give a true and fair

view; such internal control as they determine is necessary to

enable the preparation of financial statements that are free from

material misstatement, whether due to fraud or error; assessing
the Group and parent Company’s ability to continue asa going
concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting unless
they either intend to liquidate the Group or the parent Company
or to cease operations, or have no realistic alternative but to

do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud orerror, and to
issue our opinion in an auditor’s report. Reasonable assurance is
a high level of assurance, but does not guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in aggregate, they could reasonably be expected to influence
the economic decisicns of users taken on the basis of the
financial statements.

A fuller description of our responsibilities is provided on the
FRC's website at www.frc.org.uk/auditorsresponsibitities.
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i 10. The purpose of our audit work and to whom we

i oweour responsibilities

This reportis made solely to the Company’s members, asa body,
i inaccordance with Chapter 3 of Part 16 of the Companies Act

i 2006 and the terms of our engagement by the Company. Our

: audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to
¢ them in anauditor’s report and the further matters we are

. required to state to them in accordance with the terms agreed
1 with the Company, and for no other purpose. To the fullest

i extent permilled by law, we do not accept or assume

; responsibility to anyone other than the Company and the

¢ Company’s members, as a body, for our audit work, for this

i repert, orfor the opinions we have formed.

John Luke
¢ forand on behalf of KPMG LLP, Statutary Auditor
¢ Chartered Accountants

15 Canada Square A !/-
! London 1/ ‘f‘:_.ﬂ_,x_q_
: E145GL L ) | -

12 May 2022
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Before
specific
items Specific Total
{‘Adjusted’) items® (Reported)
Notes £m £Em £m
Revenue 4,5 20,8485 5 20,850
Operating costs 6 (17,673) (292) (17,965}
OCperating profit (loss) 4 3,172 (287) 2,885
Finance expense 27 (833) (10M {934}
Finance income 12 - 12
Net finance expense (821 101) {922)
Share of post tax profit (loss) of associates and joint ventures - - -
Profit (loss) before taxation 2,351 (388) 1,963
Taxation 10 (349) {340) (689}
Profit {loss) for the year 2,002 {728) 1,274
Earnings per share M
Basic 20.3p (7.4)p 12.9p
Diluted 19.7p (7.2)p 12.5p
Group income statement
Year ended 31 March 2021
Before
specific
items Specific Tetal
(‘Adjusted”) items? (Reported)
MNotes £m £rm £m
Revenue 4,5 21,370 (39) 21,331
Operating costs ) (18,302) (442) (18,744)
Operating profit ([oss) 4 3,068 {481) 2,587
Finance expense 27 (785) 8} (803)
Finance income 12 - 12
Net finance expense {773) {(18) (791)
Share of post tax profit (loss) of associates and joint ventures 8 - 8
Profit {loss) before taxation 2,303 {499) 1,804
Taxation 10 (428) 96 {332)
Profit (loss) for the year 1,875 (403) 1,472
Earnings pershare i
Basic 18.9p (4.1p 14.8p
Diluted 18.6p (4.0)p 14.6p

a Foradefinition of specific items, see page 209. An analysis of specific items is provided in note 9.
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Group statement of comprehensive income
Year ended 31 March

2022 2021

MNotes £m £m
Profit for the year 1.274 1,472
Other comprehensive income {loss}
items that will not be reclassified to the income statement
Remeasurements of the net pension obligation 20 2,865 (4,856)
Tax on pension remeasurements 10 (399) 918
Items that have been or may be reclassified to the income statement
Exchange differences on translation of foreign operations 29 65 (189)
Fair value movements on assets at fair value through other comprehensive income 29 [3) -
Movements in relation to cash flow hedges:
—net fair value gains (losses) 29 204 (1,468)
—recognised inincome and expense 29 (54) 850
Tax on components of other comprehensive income that have been or may be reclassified 10, 29 {(31) 133
Other comprehensive income (loss) for the year, net of tax 2,656 (4,612)
Total comprehensive income (loss) for the year 3,930 (3,140)
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Group balance sheet

At 31 March
2022 2021
Notes £m £m

Non-current assets
Intangible assets 13 13,809 13,357
Property, plant and equipment 14 20,599 19,397
Right-of-use assets 15 4,429 4,863
Derivative financial instruments 28 1,003 1,165
Investments 24 34 k1l
Associates and joint ventures 5 17
Trade and other receivables 17 337 314
Contract assets 5 381 344
Deferred tax assets 10 289 9289

40,866 40,477

Current assets

Programme rights 16 310 328
Inventories 300 297
Trade and other receivables 17 2,624 3,257
Contract assets 5 1,554 1,515
Assets classified as held for sale 23 a0 -
Currenttaxreceivable 486 281
Derivative financial instruments 28 as8 70
Investments 24 2,679 3,652
Cash and cash equivalents 25 777 1,000

8,208 10,400

Current liabilities

l.oans and other borrowings 26 873 911
Derivative financialinstruments 28 51 a8
Trade and other payables 18 6,142 5,980
Contract liabilities 5 833 925
Lease liabilities 15 795 730
Liabilities classified as held for sale 23 40 -
Current tax liabilities a0 84
Provisions 19 222 288
9,046 9,006
Total assets less current liabilities 40,728 41,871
Non-current liabilities
Loans and other borrowings 26 15,312 15,774
Derivative financial instruments 28 819 1,195
Contract liabllities 5 170 167
Lease liabilities 15 4,965 5,422
Retirement benefit obligations 20 1,143 5,096
Other payables 183 624 682
Deferred tax liabilities 10 1,960 1,429
Provisions 19 439 427

25,432 30,192

Equity

Share capital 499 459

Share premium 1,051 1,081

Own shares 21 (274) (143)
Merger reserve Q98 998

Otherreserves 29 619 436

Retained earnings 12,403 8,838

Total equity 15,296 11,672

40,728 41,871

The consolidated financial statements on pages 129 to 208 were approved by the Board of Directerson 11 May 2022 and were
signed on its behalf by:

Adam Crozier Philip Jansen Simon Lowth
Chairman Chief Executive Chief Financial Officer
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Group statement of changes in equity

Retained Total
Share Share Own Merger Other (toss) equity
capital* premium® shares® reserve” reserves® earnings {deficit)
Notes £m £m Em £m £m £m Em
At 1 April 2020 499 1,051 (237) 2,572 1,119 9,759 14,763
Profit for the vear - - - - - 1,472 1,472
Other comprehensive income
(loss) —before tax - - - - (1,657 (4,858) (6,513)
Tax on other comprehensive
income (loss) 10 - - - - 133 918 1,051
Tronsferred to the income
statement - - - - 850 - 850
Total comprehensive income
(loss) forthe year - - - - (674) (2,466} {3,140)
Dividends to shareholders 12 - - - - - - -
Unclaimed dividend over 10 years - - - - - - -
Share-based payments 22 - - - - - 72 72
Tax on share-based payments 10 - - - - - 5 5
Net buyback of own shares 21 - - 94 - - (107) {13)
Transfer to realised profit - - - (1,574) (9) 1,583 -
Other movements - - - - - (8) (8)
At 31 March 2021 499 1,051 (143) 908 436 8,828 11,679
Profit for the year - - - - - 1,274 1,274
Othercomprehensive income
(loss) —before tax - - - - 275 2,865 3,140
Tax on other comprehensive
income (loss) 10 - - - - (30 (399) {430}
Transferred to the income
statement - - - - (54) - (54)
Total comprehensive income
(loss) forthe year - - - - 190 3,740 3,930
Dividends to shareholders 12 - - - - - (227) (227)
Unclaimed dividend over 10 years - - - - - 2 2
Share-based payments 22 - - - - - 108 108
Tax on share-based payments 10 - - - - - Lkl 11
Net buyback of own shares 21 - - (131} - - (65) (196}
Transfer to realised profit - - - - )] 7 -
Other movements' - - - - - (11) (11}
At31March2022 499 1,051 (274) 998 619 12,403 15,296

a The allotted, cailed up, and fully paid ordinary share capital of BT Group ple at 31 March 2022 was £499m comprising 9,968,127,681 ordinary shares of 5p each
[F¥21: £499m comprising 9,968,127,681 crdinary shares of 5p each).

b The share premium accolnt, camprising the premium on allotment of shares, is not available for distribution.

¢ For further analysis of own shares, see note 271,

d The merger raserve balance at 1 April 2020 includes £998mrelated to the group reorganisation that occurred in November 2001 and represented the difference between
the nominal value of shares in the new parent company, BT Group ple, and the aggregate of the share capital, share premium account and capitairedemption reserve of the
prior parent company, British Telecommunications ple. Inaddition, on 29 January 2016, the company issued 1,594,200,42% ordinary shares of 5p at 470.7p pershare. These
shares were used as part consideration for the acquisition of EE. As a result of this transaction the merger reserve was credited with £7,424m net of £3missue costs. InFY21,
following settlement of intercompany loans by qualifying consideration of £1,574m, equivalent balances were transferred from merger reserve to realised profit.

e Forfurther analysis of ctherresarves, seanote 29.

f InJune 2021, BT exercised an option to purchase the minority shareholding in a subsidiary {BT Cemmunications South Africa). The obligation to purchase the subsidiary’s
aquity instrumentsis accounted for as a financial liability with a corresponding debit to equity. Non-controlling interests are not material to the Group so are not accounted
forseparately.
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Group cash flow statement
Yeor ended 31 March

Financial statements

133

2022 2021
Notes Em £m
Cash flow from operating activities
Profit before taxation 1,963 1,804
Share of post tax (profit) loss of associates and joint ventures - (8)
Net finance expense 922 791
Operating profit 2,885 2,587
Other non-cash charges 76 267
(Profit) loss on disposal of businesses (37 (65)
(Profit) loss on disposal of property, plant and equipment and intangible assets - (66)
Depreciation and amortisation 4,405 4,347
(Increase) decrease in inventories (3} 2
{Increase) decrease in programme rights (7) 13
(Increase) decrease in trade and other receivables (53) 327
(Increase) decrease in contract assets (51) (14m
Increase (decrease) in trade and other payables 99 (43)
(Decrease) increase in contract liabilities (93) (48)
(Decrease) increase in other liabilities? (1,169) (927
(Decrease) increase in provisions (8O} (2)
Cash generated from operations 5,962 6,251
Income taxes paid (52) (288)
Net cash inflow from operating activities 5,910 5,963
Cash flow from investing activities
Interest received &
Dividends received from asscciates and joint ventures 1 5
Acquisition of subsidiaries - (7}
Proceeds on disposal of subsidiaries, associates and joint ventures 76 164
Proceeds on disposal of current financial assets® 13,402 13,506
Purchases cf current financial assets® (12,432) (12,085}
Net {purchase) disposal of non-current asset investments 8) n
Proceeds on disposal of property, plant and equipment and intangible assets 2 85
Purchases of property, plant and equipment and intangible assets® {4,607 (4,203}
Net cash outflow from investing activities (3,560) (3,240)
Cash flow from financing activities
Equity dividends paid (228} (2
Interest paid (755) (770)
Repayment of borrowings® {1,374} (1,162}
Proceeds from bank loans and bonds 744 -
Payment of lease liabilities (659 (782)
Cash flows from collateral received (29} (490}
Changes in ownership interests in subsidiaries® (86) -
Proceeds from issue of own shares 13 1
Repurchase of ordinary share capital {184} (14)
Net cash outflow from financing activities (2,558) (3,219)
Net decrease in cash and cash equivalents (208) (496)
Opening cash and cash equivalents’ 896 1,409
Net decrease in cash and cash equivalents {208) (496)
Effect of exchange rate changes 4 17)
Closing cash and cash equivalentsf 25 692 896

a Includes pension deficit payments of £1,1217m [FY21: £955m).
b Primarily consists of investment in and redemption of amounts heldin liquidity funds,

¢ Consists of additions to property, plant and equipment, engineering stores and software of £4,807m (FY21: £4,197m) and movements in capitalaccruals of £23m (FY21: £4m)

less netrefundinrespect of spectrum acquisition of £223m (FY21: E702m prepayment).
d Repayment of borrawings includes the impact of hedging.

e Relates to the acquisition of the remaining 30% of the share capital of BT OnePhane Limited. As part of the accounting for the acquisition, we revisited our original
assessment of controlunder IFRS 10 and concluded that it should have been classificd as a subsidiary instead of ajoint venture. The current period accounting reflects

this assessment.
f Met efbank overdrafts of €85m (FY21: £104m).
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Notes to the consolidated financial statements

1. Basis of preparation

Preparation of the financial statements

The consclidated financial statements have been prepared
inaccordance with UK-adopted internaticnal accounting
standards and with the reguirements of the Companies
Act 2008.

The consolidated financial statements are prepared ona going
concern basis.

This assessment is consistent with the assessment of our
viability, as set out on page 70, in estimating the financial impact
of a severe but plausible outcome for each risk, both individually,
in combination and through probabilistic risk modelling. This
stress testing confirmed that existing projected cash flows and
cash management activities provide us with adequate
headroom over the going concern assessment pericd.

Having assessed the principal and emerging risks, the directors
considered it appropriate to adopt the going concern basis of
accounting when preparing the group and parent company
financial statements. This assessment covers the pericd to May
2023, which is censistent with the FRC guidance. When reaching
this conclusion, the directors took into account the group’s and
parent company’s overall financial position (including trading
results and ability to repay term debt as it matures without
recourse to refinancing) and the exposure to principal risks.

These financial statements consolidate BT Group plc, the parent
company, and its subsidiaries (together the 'group’, ‘us’, ‘we’
or ‘our’).

The consolidated financial statements are prepared on the
historical cost basis, except for certain financial and equity
instruments that have been measured at fair value. The
consolidated financial statements are presented in sterling,
the functional currency of BT Group plc.

These financial statements cover the financial year from 1 April
202110 31 March 2022 ('FY227), with comparative figures for the
financial year from 1 April 2020 to 31 March 2021 (‘FY21°).

New and amended accounting standards effective
during the year
The following amended standards and interpretations were

effective during the year, however, they have not had a
significant impact on our consolidated financial statements.

» |nterest Rate Benchmark Reform — Phase 2 (Amandments to
IFRS9,1AS 39, IFRS 7, IFRS 4 and IFRS 16)

» Covid-19-Related Rent Concessions (Amendment to IFRS 16)

Software as a Service

We previously capitalised certain configuration and
customisation costs associated with software as a service
arrangements as intangible assets. In its April 2021 agenda
decision, the IFRS Interpretations Committee (IFRIC) clarified
that such costs should be expensed where the entity does not
controlthe software being configured. We have adopted the

of this onthe group was not material.
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! Interest Rate Benchmark Reform

¢ Thereplacement of Interbank Offered Rates (IBORs) with

: Alternative Reference Rates (ARRs) began frem December

¢ 2021. Where floating interest bearing receivables and payables
exist, and where IBOR was previously applicable, the Group

: beganapplying suitable replacement benchmark rates and now
i account for the instruments in accordance with the amendments
i toIFRS 9 Financial Instruments pubtished in 2019 (Phase 1) and
i 2020 (Phase 2). The adoption of these amendments and the
transition to ARRs will not have a material financial impact. The

: implications on the trading rezults of our segments from the
 IBCR reform have also been assessed and the expected impact
¢ is not material. The Group will move to the new benchmark rates
inaccordance with timelines as perthe regulatory guidelines,

New and amended accounting standards that have
: beenissued but are not yet effective

The following new or amended standards and interpretations
: are applicable in future periods:

! Amendments to IAS 37 for onerous contracts

The amendments to IAS 37 specify which costs an entity

¢ includesin determining the cost of fulfilling a contract for the

: purpose of assessing whether the contract is onerous. The

{ amengdments apply for annual reporting periods beginning on or
after 1 January 2022 to contracts existing at the date when the

: amendmentsare first applied. For 8T this will be from next

: financial year. At the date of initial application, the cumulative

: effect of applying the amendments will be recognised as an

i opening balance adjustment to retained earnings as at 1 April

i 2022. The comparatives will not be restated. The Group s in the
process of finalising the impact of the standard. We do not

i expect the impact on adeption to be material.

IFRS 17 ‘Insurance Contracts’
: We arein the process of assessing the impact of adopting this
¢ standard which is effective for BT from 1 April 2023.

Other
¢ The feliowing are not expected to have a significantimpact on
: the consolidated financial statements:

Disclosure of Accounting Policies (amendments to IAS 1 and
IFRS practice statement 2}

Definition of Accounting Estimate (amendments to IAS 8)

.

Deferred Tax Related to Assets and Liabilities Arising from
a Single Transaction (amendments to IAS 12 Income Taxes)

Classification of liabilities as current or non-current
(Amendments to IAS 1)

Presentation of specific items

! Qurincome statement and segmental analysis separately

© identify trading results before specific items (‘adjusted’).

| Thedirectors believe that presentation of our results in this way
is relevant to an understanding of our financial performance,

: as specific items are identified by virtue of their size, nature

treatment set out by the IFRIC in its agenda decision. The impact orincidence.

This presentation is consistent with the way that financiat

: performance is measured by management and reported to the
¢ Board and the Executive Committee and assists in providing a
| meaningful analysis of our trading results. In determining
whether an event or transaction is specific, management

. considers quantitative as well as qualitative factors such as the
: frequency or predictability of occurrence.



1. Basis of preparation continued

Specific items may not be comparable to similarly titled
measures used by other companies. Examples of charges or
credits which meet the above definition include acquisitions

or disposals of businesses and investments, historical
regutatory penalties or litigation claims, business restructuring
programmes including our current group-wide modernisation
programme, asset impairment charges, property raticnalisation
pregrammes including our Better Workplace programme, net
interest on pensions and the settlement of multiple tax years.
Il the event that otheritems mget the criteria, which are
applied consistently from year to year, they are also treated as
specificitems,

Specific items for the current and prior year are disclosed in
note 9.

2.Critical & key accounting estimates and
significant judgements

The preparation of financial statements in conformity with

IFRS requires the use of accounting estimates and assumptions.
it also requires management to exercise its judgement in the
process of applying our accounting policies. We continually
evaluate our estimates, assumptions and judgements based con
available information and experience. Asthe use of estimatesis
inherent in financial reporting, actual results could differ from
these estimates.

Ourcritical accounting estimates are those estimates that carry
asignificant risk of resulting in a material adjustment to the
carrying amount of assets and liabilities within the next financial
year. We also make other key estimates when preparing the
financial statements, which, while not meeting the definition

of acritical estimate, involve a higher degree of complexity and
canreasonably be expected to be of relevance to a userof the
financial statements. Management has discussed its critical and
otherkey accounting estimates and associated disclosures with
the Auditand Risk Committee.

Significant judgements are those made by managementin
applying our significant accounting policies that have a material
impact on the amounts presented in the financial statements.
We may exercise significant judgement in our critical and key
accounting estimates.

Curcritical and key accounting estimates and significant
judgements are described in the following notes to the financial
statements. They can be identified by the following symbolQ.

Critical Key  Significant
Note estimate estimate  judgement
10. Current and deferred
incoeme tax v
13. Goodwill impairment v v
15. Reasonable certainty
and determination of
lease terms v
19, Contingent liabilities
associated with litigation v v
19. Other provisions and
contingent liabilities ¥ v
20. Pension obligations v v
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i 3.Significantaccounting policies that apply tothe
i overallfinancial statements

The significant accounting policies applied in the preparation of
: our consolidated financial statements are set out below. Other

¢ significant accounting policies applicable to a particular area are
i disclosed in the most refevant note. They can be identified by the
following symbol@.

We have applied all policies consistently ¢ all the years
presented, unless otherwise stated.

Basis of consotidation

¢ The group financial statements consolidate the financial

¢ statements of BT Group plc and its subsidiaries, and include itg

. share of the results of associates and joint ventures using the

i equity method of accounting. The group recognisesits direct

i rights to (and its share of) jointly held assets, liabilities, revenues
and expenses of joint operations under the appropriate headings
i inthe consolidated financial statements.

i All business combinations are accounted for using the
acquisition method regardless of whether equity instruments or
: otherassetsare acquired. No material acquisitions were made in
! the year.

A subsidiary is an entity that is controlled by ancther entity,

i known as the parent or investor. Aninvestor contrelsan investee
: when the investoris exposed, or has rights, to variable returns

I from its involvement with the investee and has the ability to
affect those returns through its power over the investee.

1 Nen-contrelling interests in the net assets of consolidated
! subsidiaries, which consist of the amounts of those

| interests at the date of the original business combination
and non-controlling share of changes in equity since the

: date of the combination, are not material to the group’s

¢ financial statements.

The results of subsidiaries acquired or disposed of during the

¢ year are consolidated from and up to the date of change of

: control. Where necessary, accounting policies of subsidiaries

: have beenaligned with the policies adopted by the group. All

! intra-group transactions including any gains or losses, balances,
income or expenses are eliminated in full on consolidation.

: When the group loses control of a subsidiary, the profit or loss on
! disposalis calculated as the difference between (i) the
aggregate of the fair value of the consideration received and the
. fair value of any retained interest and (ii) the previous carrying

* amount of the assets (including goodwill), and liabilities of the

. subsidiary and any non-contrelling interests. The profit or loss

. ondisposalis recognised as a specific item.

. Inventories

: Network maintenance equipment and equipment to be sold to

. customers are stated at the lower of cost or net realisable vatue,
¢ taking intc account expected revenue from the sale of packages
¢ comprising a mobile handset and a subseription, Cost
corresponds to purchase or production cost determined by
either the firstin first out (FIFO) or average cost method.
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Notes to the consolidated financial statements continued

3. Significant accounting policies thatapply to the
overall financial statements continued

Government grants

Government grants are recognised when there is reascnable
assurance that the conditions associated with the grants have
been complied with and the grants will be received.

Grants for the purchase or production of property, plantand
equipment are deducted from the cost of the related assets and
reduce future depreciation expense accordingly. Grants for the
reimbursement ot operating expenditure are deducted from the
related category of costs inthe income statement. Estimates
and judgements applied in accounting for government grants
received in respect of BDUK and other ruralsuperfast
broadband contracts are described in note 14,

Once a government grantis recognised, any related deferred
income is treated in accordance with IAS 20 "Accounting for
Government Grants and Disclosure of Government Assistance’.

Foreign currencies

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the date of the
transaction. Foreign exchange gains and losses resulting from
the settlement of transactions and the translation of monetary
assets and liabilities denominated in foreign currencies at
period end exchange rates are recognised in the income
statement line which most appropriately reflects the nature of
the item or transaction.

On consolidation, assets and liabilities of foreign undertakings
are translated into sterling at year end exchange rates. The
results of foreign undertakings are translated into sterling at the
rates prevailing onthe transaction dates (unless it is nota
reasonable approximation of the cumulative effects, in which
case income and expenses are translated at average rates of
exchange for the year). Foreign exchange differences arising on
the retranslation of foreign undertakings are recognised directly
in a separate component of equity, the transtation reserve.

Inthe event of the disposal of an undertaking with assets and
liabilities dencminated in a foreign currency, the cumulative
translation difference associated with the undertakingin the
translation reserve is charged or credited to the gain or loss on
disposal recognised in the income statement.
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i Research and development

¢ Research expenditureis recognisedin the income statement

: inthe period in which it is incurred. Development expenditure,

¢ including the cost of internally developed software, is

: recognised in the income statement inthe period in whichit is

¢ Tncurred uniess it is probabie that economic benefits will flow to
the group from the asset being developed, the cost of the asset
: can be reliably measured and technical feasibility can be

: demonstrated, in which case it is capitalised as an intangible
asseton the balance sheet.

Capitalisation ceases when the asset being developed is ready
i foruse. Research and development costs Include direct and
indirect labour, materials and directly attributable overheads.

Termination benefits

Termination benefits (leaver costs) are payable when

i employmentisterminated before the normal retirement date, or
: when an employee accepts voluntary redundancy in exchange

¢ for these benefits. We recognise termination benefits when they
i are demonstrably committed to the affected employees leaving

the group.
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4. Segment information

g Significant accounting policies that apply to segment information

Operatingand reportable segments

Our operating segments are reported based on financial information provided to the Executive Committee, whichisthe key
management committee and represents the ‘chief operating decision maker’.

Our organisational structure reflects the different customer groups to which we provide communications products and services
via our customer-facing units (CFUs): Consumer, Enterprise, Global and Openreach. The CFUs are supported by technology
units {TUs) comprising Digital and Networks; and corporate units (CUs) including procurement and property management.

The CFUs are cur reportable segments and generate substantially all of our revenue. TUs and CUs are not reportable segments
as they did not meet the quantitative thresholds as set out in IFRS 8 ‘Operating Segments’ for any of the years presented.

We aggregate the remaining operations and include within the ‘Other’ category to reconcile to the consolidated results of the
group. The ‘Other’ category includes unallocated TU costs and our CUs.

Allocation of certain items to segments

Provisions for the settlement of significant legal, commercial and regulatory disputes, which are negotiated at a group level,
areinitially recorded in the ‘Cther’ segment. On resolution of the dispute, the full impact is recegnised in the results of the
relevant CFLl and offset in the group results through the utilisation of the provision previously charged to the ‘Other’ segment.
Settlements which are particularly significant or cover more than one financial year may fatl within the definition of specific
items as detailed in note 9.

The costs incurred by TUs and CUs are recharged to the CFUs to reflect the services it provides to them. Depreciation and
amortisation incurred by TUs in relation to the networks and systems they manage and cperate on behalf of the CFUs s
allocated to the CFLIs based on their respective utilisation. Capital expenditure incurred by TUs for specific projects undertaken
on behalf of the CFUs is allocated based on the value of the directly attributable expenditure incurred. Where projects are not
directly attributable to a particular CFU, capital expenditure is allocated between them based on the proportion of estimated
future economic benefits.

Specific items are detailed in note 9 and are not allocated to the reportable segments as this reflects how they are reportedto
the Executive Committee, Finance expense and income are not allocated to the reportable segments, as the central treasury
function manages this activity, together with the overall net debt position of the group.

Measuring segment performance

Performance of each reportabie segment is measured based on adjusted EBITDA. EBITDA is defined as the group profitor

loss before interest, taxation, depreciation and amortisation. Adjusted EBITDA is defined as EBITDA before specific items,

net non-interest related finance expense, and share of profits or losses of asscciates and joint ventures. Adjusted EBITDAis
considered to be a useful measure of the operating performance of the CFUs because it approximates the underlying oparating
cash flow by eliminating depreciation and amortisation and alse provides a meaningful analysis of trading performance by
excluding specific iterns, which are disclosed separately by virtue of theirsize, nature or incidence,

Revenue recognition

QOur revenue recognition policy is set outin Note 5.

Internal revenue and costs

Most of ourinternai trading relates tc Openreach and arises on rentals, and any associated connection or migration charges,

of the LIK access lines and other network products to the CFUs, including the use of BT ireland’s network. This occurs both
directly, and also indirectly, through TUs which are included within the ‘Other’ segment. Enterprise internal revenue arises from
Consumer for mobile Ethernet access and TUs for transmission planning services. Internal revenue arising in Consumer relates
primarily to employee broadband and wi-fi services. Intra-group revenues generated from the sale of regulated products and
services is based on market price. Intra-group revenue from the sale of other products and servicesis agreed between the
relevant CFUs and therefore the profitability of CFUs may ke impacted by transfer pricing leveis,

Geographic segmentation

The UK is our country of domicile and we generate the majority of our revenue from external customers in the UK. The
geographic analysis of revenue is based on the country of originin which the customeris invoiced, The geographic analysis of
non-current assets, which exclude derivative financial instruments, investments and deferred tax assets, isbased on the
location of the assets.
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Notes to the consolidated financial statements continued

4. Segmentinformation continued

Segment revenue and profit

Consumer  Enterprise Global Openreach Other Taotal
Yearended 31 March 20622 £m Em £Em £m £m £m
Segmentrevenue 9,858 5157 3,362 5,441 27 23,845
Internal revenue 83) (105) - {2,812) - (2,000)
Revenue from external customers® 9,775 5,052 3,362 2,629 27 20,845
Adjusted EBITDA® 2,262 1,636 456 3,179 44 7,577
Depreciation and amortisation® (1,421) (724) (365) (1,876) {29 [4,4N5R)
Operating profit (loss)* 841 912 101 1,303 15 3,172
Specific items (note 9) (287)
Operating profit 2,885
Net finance expense® (922}
Share of post tax profit (loss) of associates and joint
ventures -
Profit before tax 1,963

Consumer  Enterprise Global Openreach Cther Total
Year ended 371 March 2021 £m Em £m £m £m £m
Segment revenue 9,885 5,449 3,731 5,244 23 24,332
Internal revenue (97) (109} - (2,756) - (2,962)
Revenue from external customers® 9,788 5,340 3,731 2,488 23 21,370
Adjusted EBITDA? 2,128 1,704 596 2,937 50 7,415
Depreciation and amortisation® (1,287 (740) (405) (1,707) (214) (4,347
Operating profit (loss)* 847 964 191 1,230 (164} 3,068
Specificitems (note 9) (a8
Operating profit 2,587
Net finance expense® (791)
Share of post tax profit (loss) of associates and joint
ventures 8
Profit before tax 1,804
a Before specificitems.
b Adjusted EBITDA, defined as EBITDA before specific items, net non-interest related finance expense, and share of profits or losses of associstes and joint ventures.
¢ Netfinance expense includes specific item expense of E10Tm (FY21): £18m. Seenote 9,
Internal revenue and costs

Internal cost recorded by

Consumer Enterprise Global Openreach Other Totatl
Yearended 21 March 2022 £m Em Em Em Em £m
Internat revenue recorded by
Consumer - 47 18 - 18 83
Enterprise 19 - 26 - 60 105
Gleobal - - - - - -
Openreach 1,649 937 212 - 14 2,812
Total 1,668 984 256 - a2 3,000

Internal cost recorcled by

Consumer  Enterprise Global Openreach Other Total
Yearended 21 March 2021 £m £m £m Em £m Em
Internat revenue recorded by
Consumer - 60 19 - 18 97
Enterprise 17 - 29 - 63 109
Global - - - - - -
Openreach 1,592 919 23 - 14 2,756
Total 1,609 979 279 - 95 2,962
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4. Segment information continued

Capital expenditure

Consumer Enterprise Global Openreach Other Total
Year endec 31 March 2022 Em £m £Em £m £m £m
Intangible assets? 444 248 82 09 70 944
Property, plantand equipment® 754 320 119 2,449 221 3,863
Capital expenditure excluding spectrum 1,198 569 201 2,548 291 4,807
Purchase of spectrum? 388 91 - - - 479
Capital expenditure 1,586 660 201 2,548 291 5,286

Ceonsumer  Enterprise Global OUpenreach Other Total
Yearended 31 March 2021 £m £m £m £m £m £rm
Intangible assets? an 192 95 101 B84 783
Property, plant and equipment® 771 300 93 2,148 121 3,433
Capital expenditure 1,082 492 188 2,249 205 4,216

a Additions to intangible assets as presented in note 13.

b Additions to property, plant and equipment as presented in note 14, inclusive of movement on engineering stores.

Geographic segmentation
Revenue from external customers

2022 2021
Year ended 31 March Em £m
UK 18,470 18,524
Europe, Middle East and Africa, excluding the UK 1,315 1,599
Americas 620 735
Asia Pacific 440 508
Revenue® 20,845 21,370
a Before specific items.
Mon-current assets

2021

2022 (Restated)?
Year ended 31 March £m £m
UK 38,378 36,996
Europe, Middie East and Africa, excluding the UK 741 858
Americas 269 277
Asia Pacific 152 161
Non-current assets® 39,540 38,202

a Prioryear comparatives have been restated to reclassify a £1.3bn impairment of goodwill to more accurately reflact the region of the entity that the charge relates to. Asa
result the carrying amount of assets recorded in the UK region in the 2021 comparative has increased by E1.3bn, with an equal and opposite decrease in the Europe, Middle
East and Africa region. This adjustment relates to the regional segmentation enly and thera is no impact on the initial measurement of the impairmant charge or onamounts
historically disclosed in note 13 Intangible Assetsinrespect of goodwill.

b Comprising the following balances presented in the group balance sheet: intangible assets; property, plant and eguipment; right-of-use assets; associates and joint
ventures; trade and other receivables and contract assets.
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Notes to the consolidated financial statements continued

5. Revenue

<@.‘.iignificant accounting policies that apply to revenue

Revenue from contracts with customersin scope of IFRS 15

Most revenue recognised by the group (excluding Openreach where most revenue is recognised under the scope of IFR5 16)
isinscope of IFRS 15 and is subject to the following revenue recognition policy.

Oninception of the contract we identify a “performance obligation” fer each of the distinct goods or services we have promised
to provide to the customer. The consideration specified in the contract with the customeris allocated to each performance
obligation identified based on their relative standalone selling prices, and is recognised as revenue as they are satisfied.

The table below summarises the performance cobligations we have identified for our major service lines and provides information
onthe timing of when they are satisfied and the related revenue recognition policy. Also detailed in this note is revenue expected
to be recognised in future periods for contracts in place at 31 March 2022 that contain unsatistied performance obligations.

Serviceline

Performance obligations

Revenue recognition policy

Information and
communications
technology {ICT)}
and managed
networks

Provision of networked T services, managed
network services, and arrangements to design
and build software solutions. Performance
obligations are identified for each distinct
service or deliverabie forwhich the customer has
contracted, and are considered to be satisfied
over the time period that we deliver these
services or deliverables. Commitments to
provide hardware to customers that are distinct
from the other promises are considered to be
satisfied at the point in time that control passes
to the customer.

Revenue for services is recognised over time using a
measure of progress that appropriately reflects the
pattern by which the performance obligationis
satisfied. Fortime and materials contracts, revenueis
recognised as the service is received by the customer.
Where performance obligations exist for the provision
of hardware, revenue is recognised at the point in time
that the custorner obtalns control of the promised
asset. Forlong-term fixed price contracts revenue
recognition will typically be based on the satisfaction of
parformance gbligations in respect of the achievement
of contract milestones and customer acceptance,
which is the best measure of progress towards the
completion of the performance obligation.

Fixedaccess
subscriptions

Provision of broadband, TV and fixed telephony
services inciuding national and international
calls, connections, line rental, and calling
features. Performance obligations exist for each
ongoing service provided to the customerand
are satisfied over the period that the services are
provided. Installation services are recognised as
distinct performance cbligations if their
relationship with the other servicesinthe
contract is purely functional. These are satisfied
when the customer benefits from the service.
Connection services are not distinct
performance obligations and are therefore
combined with the associated service
performance obligation.

Fixed subscription charges are recognised as revenue
onastraight line basis over the period that the
services are provided. Lpfront charges fornon-
distinct connection and instaliation services are
deferred as contract liabilities and are recognised as
revenue over the same pericd. Variable charges such
as call charges are recognised when the related
services are delivered. Where installation activities
are distinct performance obligations, revenue is
recognised at the point in time that the installation

is completed.

Mobile
subscriptions

Provision of mobile postpaid and prepaid services,
including vaice minutes, SMS, and data services.
Performance obligations exist for each ongoing
service provided to the customer and are satisfied
over the period that the services are provided.

Subscription fees, consisting primarily of monthly
charges foraccess to internet or voice and data
services, are recognised as the service is provided.
One-off services such as calls cutside of plan and
excess data usage are recognised when the service
is used.

Equipment and
otherservices

Provision of equipment and other services,
including mobile phone handsets and hardware
such as set top boxes and broadband routers
provided as part of customer contracts.
Performance obligations are satisfied at the point
intime that control passes to the customer. For
other services, performance obligations are
identified based on the distinct goods and
services we have committed to provide.

Revenue from equipment sales is recognised at the
pointintime that control passes to the customer.
Where payment is not received in full at the time of the
sate, such as with eguipment provicled as part of mobile
and fixed access subscriptions, contract assets are
recognised forthe amount due from the customer that
will be recovered over the contract period. Revenue to
be recognised is calculated by reference to the relative
standalone selling price of the equipment. For other
services, revenue is recognised when the related
performance obligations are satisfied, which couid be
overtime, in line with contract milestones, or at a point
in time depending on the nature of the service.
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5. Revenue continued

We recognise revenue based on the relative standalone selling price of each performance obligation. Determining the
standalone selling price often requires jucdgement and may be derived from regulated prices, list prices, a cost-pius

derived price, or the price of similar procucts when sold on a standalone basis by BT ora competitor. In some cases it may be
appropriate to use the contract price when this represents a bespoke price that would be the same fora simitar customerina
similar circumstance.

The fixed access and mobile subscription arrangements sold by our Consumer business are typically payable in advance, with
any variable or one-off charges billed in arrears. Payment is received immediately for direct sates of equipment to customers.
Where equipment is provided to customers under mobite and fixed access subscription arrangements, payment for the
equipment is received over the course of the contract term. For sales by our enterprise businesses, invoices are issued in line with
contractual terms. Payments received in advance are recognised as contract liabilities, amounts billed in arrears are recognised
as contract assets.

We are applying the practical expedient to recognise revenue “as-invoiced” for certain fixed access and mobile subscription
services revenues. Where we have a right to invoice at an amount that directly corresponds with performance to date, we
recognise revenue at that amount. We have also adopted the practical expedient not to calculate the aggregate amount of the
transaction price allocated to the performance obligations that are unsatisfied for these contracts.

We do not have any material obligationsin respect of returns, refundls or warranties, Where we act asan agent in a transaction,
suchas insurance services offered, we recognise cormmission net of directly attributable costs. Where the actual and estimated
costs to completion of the contract excead the estimated revenue, a loss is recognised immediately.

We exercise iudgement in assessing whether the initial set-up, transition and transformation phases of iong-term contractsare
distinct from the other services to be delivered under the contract and therefore represent distinct performance obligations.
This determines whether revenue is recognised in the early stages of the contract, or deferred untildelivery of the other services
promised inthe contract bagins.

We recognise immediately the entire estimated loss for a contract when we have evidence that the contract is unprofitable. If
these estimates indicate that any contract will be less profitable than previously forecast, contract assets may have to be written
down to the extent they are no longer considered to be fully recoverable. We perform ongoing profitability reviews of our
contracts in order to determine whether the latest estimates are appropriate. Key factors reviewed include:

= Transaction velumes or other inputs affecting future revenues which can vary depending on customer requirements, plans,
market position and other factors such as general economic conditions.

« QOur ability to achieve key contract milestones connected with the transition, development, transformation and deployment
phases for customer contracts.

* The status of commercial relations with customers and the implications for future revenue and cost projections.
+ Our astimates of future staff and third-party costs and the degree to which cost savings and efficiencies are deliverable.

Revenue from lease arrangements inscope of IFRS 16

Some consumer broadband and TV products and arrangements to provide external communications providers with exclusive
use of Openreach’s fixed -network telecommunications infrastructure meet the definition of operating leases under IFRS 16.

At inception of a contract, we determine whetherthe contract is, or contains a [ease following the accounting policy set out in
note 15. Arrangements meeting the definition of a lease in which we act as lessor are classified as operating or finance leases at
lease inception based on an overall assessment of whether the lease transfers substantially all the risks and rewards incidental to
ownership of the underlying asset. If thisis the case then the lease is a finance lease; if not, it is an operating lease. For sub-leases,
we make this assessment by reference to the characteristics of the right-of-use asset associated with the head lease rather than
the underlying leased asset.

Income from arrangements classified as operating leases is presented as revenue where it relates toour core operating
activities, for example leases of fixed-line telecommunications infrastructure to external comrunications providers and leases
of devices to consumer customers as part of fixed access subscription products. Operating lease income from other
arrangements is presented within other operating income (note 6).

We recognise operating lease payments as income on a straight-line basis over the lease term. Any upfront payments received,
suchas connection fees, are deferred over the lease term. Determining the lease term is subject to the significant judgements
set out in note 15.

Where the contract contains both lease and non-lease componenis, the transaction price is aliocated between the components
on the basis of relative stand-alone seliing price.

Where an arrangement is assessed as a finance lease we derecognise the underlying asset and recognise a receivable equivalent
to the net investment in the lease. The receivable is measured based on future payments to be received discounted using the
interest rate implicit in the lease, adjusted for any direct costs. Any difference between the derecognised asset and the finance
lease receivable is recognised in the income statement. Where the nature of services delivered relates to cur core operating
activities it is presented asrevenue. Where it relates to non-core activities it is presented within other operating income (note 6).
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Notes to the consolidaled financial statements continued

5. Revenue continued

Disaggregation of external revenue
The following table disaggregates external revenue by our major service lines and by reportable segment.

Consumer Enterprise Globat Openreach Other Total
Year ended 31 March 2022 £m £m £m E£m £m £m
{CT and managed networks - 1,715 1,672 - - 3,387
Fixed access subscriptions 3,991 1,696 268 2,564 - 8,519
Maobile subscriptions 3,247 1,176 87 - - 4,570
Equipment and otherservices 2,637 465 1,335 B85 27 4,429
Revenue before specific items 9.775 5,052 3,362 2,629 27 20,845
Specific items?® (note 9) 5
Revenue 20,850

Consumer  Enterprise Global Onpenreach Cther Totat
Year ended 31 March 2621 £m £m £m £m £m £m
ICT and managed networks - 1,993 1,977 - - 3,970
Fixed access subscriptions 4,089 1,762 321 2,426 - 8,598
Mobile subscriptions 3,492 1,262 87 - - 4,841
Equipment and otherservices 2,207 323 1,346 62 23 3,961
Revenue before specific items 9,788 5,340 3,731 2,488 23 21,370
Specific items® (note 9) (39)
Revenue 21,33

a Relates to regulatory matters classified as specific. See note 8,

Revenue expected to be recognised in future periods for performance obligations that are not complete {or are partially complete)
as at 31 March 2022 s £13,502m (FY21: £13,317m). Of this, £7,108m (FY21: £7,415m) relates to ICT and managed services contracts
and equipment and other services which will substantially be recognised as revenue within three years. Fixed access and mobile
subscription services typically have shorter contract periods and so £6,394m (FY21: £5,802m) will substantially be recognised as
revenue within two years.,

Revenue recognised this year relating to performance obligations that were satisfied, or partially satisfied, in previous years was not
material. Revenue related to customers’ unexercised rights (for example, unused amounts on prepaid SIM cards) was not material.

Leaseincome

Presented within revenue is £2,745m (FY21: £2,496m) income from arrangements classified as operating leases under IFRS 16 and
which represent core business activities for the group. Income relates predominantly to Openreach’s leases of fixed-line
telecommunications infrastructure to external communications providers, classified as fixed access subscription revenue in the table
above, and leases cf devices to Consumer customers as part of fixed access subscription offerings, classified as equipment and other
sServices.

During the year we also recognised £33m (FY21: £36m) operating lease income from non-cere business activities which is presented
in other operating income {note 6). This income relates primarily to sub-leasas cf unutilised properties.

Note 15 presents an analysis of payments to be received across the remaining term of operating lease arrangements.

We did not enter into any material finance tease arrangements during the year. In FY21 we renegotiated a non-strategic revenue
contract delivered using elements of our leased buildings infrastructure, in exchange for an up-front payment of £196m. The revised
arrangement, previously classified as an operating sub-lease, was reassessed as a finance sub-lease in line with the accounting
policy set out above. We derecognised the E208m carrying amount of the associated right-of-use asset and a net deferred iIncome
balance of £33m previously reported within trade and other payables, and recognised in revenue a gain ondisposal of £21m,
consistent with the presentation of the previous operating lease income. As no further amounts were due, no finance lease
receivable was recagnised.
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5. Revenue continued

g Contract assets and liabilities

Significant accounting policies that apply to contract assets and liabilities

We recognise contract assets for goods and services for which controi has transferred to the customer befere consideration is
due. These assets mainly relate to mobile handsets provided upfront but paid for overthe course of a contract. Contract assets
are reclassifiec as receivables when the right to payment becomes unconditional and we have billed the customer.

Contract liabilities are recognised when we have received advance payment for goods and services that we have not transferred
to the customer. These primarily relate to fees received for connection and installation services that are net distinct
performance obligations.

Where the initial set-up, transition or transformation phase of a long-term contract is considered to be a distinct performance
obligation we recognise a contract asset for any work performed but not billed. Conversely a contract liability is recognised
where these activities are not distingt performance obligations and we receive upfront consideration. in this case eligible costs
associated with delivering these services are capitalised as fulfitment costs, see note 17.

We provide for expected lifetime losses on contract assets following the policy set out in note 17.

Contract assets and liabilities are as follows:

2022 2021
Year ended 317 March Em €m
Contract assets
Current 1,554 1,515
Non-current 361 344
1,915 1,859
Contract liabilities
Current 833 925
Non-current 170 167
1,003 1,092

£880m of the contract liability at 31 March 2021 was recognised as revenue during the year (F¥Y21: E886m). Impairment losses of
£48mwere recognised on contract assets during the year (FY21: £47m).

The expected credit loss provisions recognised against contract assets vary across the group due to the nature of our customers; the
expected loss rate at 31 March 2022 was 3% (FY21: 4%).
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6. Operating costs
2022 2021

Yearended 31 March Netes £m £m
Operating costs by nature
Staff costs:

Wages and salaries 3,746 4,096

Social security costs 400 403

Other pension costs 20 591 581

Share-based payment expense 22 108 72
Total staff costs 4,845 5,162
Own work capitalised {989) (895)
Net staff costs 3,856 4,267
Netindirect labour costs® 354 294
Net labour costs 4,210 4,561
Product costst 3,166 3,387
Sales commissions® 628 683
Payments to telecommunications operators 1,346 1,617
Property and energy costs 1,028 1,025
Network operating and IT costs 204 916
TV programme rights charges 879 786
Provision and installation 678 558
Marketing and sales 312 2585
Net impairment losses on trade receivables and contract assets® 162 150
Otheroperating costs 256 343
Otheroperating income (2471) (226)
Depreciation and amortisation?

Property, plant and equiprent 14 2,669 2,460

Right-of-use assets 15 688 690

Intangible assets 13 1,048 1,197
Total operating costs before specificitems 17,673 18,302
Specific items 9 292 442
Total operating costs 17,965 18,744
Operating costs before specific items include the following:

Leaver costs® 15 IN

Research and development expendituref 604 720

Foreign currency losses/(gains) 3 9)

Inventories recognised as an expense 2,297 2,315

a Netofcapitalised indirect labour costs of EB71m (FY21: £748m).
b Preduct costs and sales commissions now presented as separate line items having histerically been combined. FY21 comparatives have been re-presented far consistency

¢ Consists of netimpairment losses on trade recefvables and contract assets in Consumer of E88m (FY21: E115m), in Enterprise of £5m (FY21: £33m), in Global of £7m
(FY21: Enil), in Openreach of £3m (FY21: E2m) and in Other of E1m (FY21: Enil).

d F¥22 depreciation and amortisation charges include impairment of £13m onintangible assets, £11m on owned assets and £12mon right-of-use assets.

e Leavercosts are included within wages and salaries, except for leaver costs of £170m (FY21: £270m) associated with restructuring costs, which have beenrecorded as
specific items.

f Research and development expenditure includes amortisation of £542m (FY21: £650m) inrespect of capitalised development costs and operating expenses of E61m
{FY21: E69m). In addition, the group capitalised software development costs of E60Tm (FY21: £518m).

During the year we implemented a new accounting system along with a new chart of accounts that has provided improved visibility of
the group’s cost base. As a result we have refined the classification of costs within the operating costs disclosure for FY22. Improved
cata has allowed us to better allocate subcontracter costs to indirect labour costs, and allocate more costs to named cost categories
as opposed to within other operating costs. Following detailed analysis of the underlying causes of reailocations we have concluded
they are notindicative of material errors in previously published financial data including the FY21 comparatives.
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6. Operating costs continued

Who are our key management personnet and how are they compensated?
Key management personnel comprise executive and non-executive directors and members of the Executive Committee.

Compensation of key management personnelis shown in the table below:

2022 2021
Year ended 31 March Em £m
Short-term employee benefits 17.7 9.3
Post employment benefits® 0.7 0.9
Share-based payments 6.7 4.9
Termination benefits - 0.2

251 15.3

a Post employment benefitsinclude cash pension allowances paid to the chief axacutive and chiaf financial efficer, The group does not contribute to defined contribution or
defined benefit pension schamas on behalf of key management parsonnal.

Key management personnel are compensated solely in the form of cash and share-based payments. During the current and prior
years, key management personnel made no gains from exercise of share options.

7. Employees
2022 2021
Year end Average Yearend Average
Number of employeesin the group® ofa]s] 000 Qo0 000
UK 79.9 80.2 80.4 81.3
Non-UK 18.5 18.8 19.3 209
Total employees 9B.4 299.0 99.7 102.2
2022 2021
Yearend Average Yearend Average
Mumber of employzesin the group? 000 000 coo 000
Consumer 16.6 17.2 18.5 19.2
Enterprise 11.5 11.4 11.3 11.4
Global 13.2 13.8 12.8 4.4
Openreach 373 368.4 354 34.8
Cther 19.8 20.2 21.7 22.4
Totatemployees 928.4 99.0 99.7 102.2

a These reflect the fuil-time eguivalent of full and part-time employees.

8. Audit, audit related and other non-audit services
The following fees were paid or are payable to the company’s auditors, KPMG LLP and other firmsin the KPMG network.

2022 2021

Year ended 31 March £000 £000
Fees payable to the company’s auditors and its associates for:
Audit services?
The audit of the parent company and the conselidated financial statements 11,400 10,482
The audit of the company’s subsidiaries 6,009 6,280

17,409 16,762
Auditrelated assurance services® 3,169 1,993
Other non-audit services
All other assurance services 127 155
Totalservices 20,705 18,910

a Servicesinrelaticn to the audit of the parent company and the conselidated financial statements. This also incluces fees payable for the statutory audits of the financial
statemants of subsidiary companies. This excludes amounts for the audit of BT Group Employee Share Ownership Trust and Ilford Trustees {Jersey) Limited amounting to
£22,000(FY¥21.£21,000).

b Includes services that are required by law or regulation to be carried out by an appointed auditor and services that support us to fulfilobligations required by law or
regulation. This includes fees for the review of interim results and the accrued fee for the sudit of the group’s regulatery financial statements. In FY22 this included fees of
£785,000 to support divestment transactions (FY21: £nil).
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8. Audit, audit related and other non-audit services continued

The BT Pension Scheme is an associated pension fund as defined in the Companies (Disclosure of Auditor Remuneration and
Liability Limitation Agreements) (Amendment) Regulations 2011. InFY22 KPMG LLP received total fees from the BT Pension
Schemeof £1.6m (FY21: £1.5m) in respect of the following services:

2022 2021
Year ended 31 March £000 £009
Audit of financial statements of associates 1,602 1,494
Audit-related assurance services 16 9
Total services 1,618 1,503

9. Specificitems

<%Significant accounting policies that apply to specificitems

Ourincome statement and segmental analysis separately identify trading results on an adjusted basis, being before specific
items. The directors believe that presentation of the group’s results in this way is relevant to an understanding of the group’s
financiai performance as specific items are those that in management’s judgement need to be disclosed by virtue of their size,
nature or incidence.

This presentation is consistent with the way that financial performance is measured by managementand reported to the Board
and the Executive Committee and assists in providing an additional analysis of our reporting trading results. Specific tems may
not be comparable to similarly titled measures used by other companies.

In determining whetheran event or transaction is specific, management considers guantitative as well as qualitative factors.
Examples of charges or credits meeting the above definition and which have been presented as specificitems in the current
and/or prior years include business restructuring programmes, acquisitions and disposals of businesses and investments,
charges or credits relating to retrospective regulatory matters, property rationalisation programmes, significant out of period
contract settlements, net interest on our pension cbligation, and the impact of remeasuring deferred tax balances. In the event
that items meet the criteria, which are applied consistently from year to year, they are treated as specificitems. Any releases to
provisions ariginally booked as a specific item are also classified as specific.

In FY20 we included the impacts of Covid-19 on various balance sheet items as at 31 March 2020 as specific. Any releases to this
provision have been released through specific items in FY21 and FY22. The impact of Covid-19 on underlying trading is
recognised in our underlying (adjusted) results and not as a specific item.

2022 2021
Year ended 31 March fm £m
Revenue
Retrospective regulatory matters (5) 39
{5) 29
Operating costs
Restructuring charges 347 421
Divestment-related items (36) {60)
Covid-19 (19 (17)
Retrospective regulatory matters - &)
Settlement with Dixons Carphone - 145
Sale of spectrum - (66)
Property rationalisation - 19
292 442
Operating loss 287 481
Net finance expense
Divestment-related items 8 -
Interest expense on retirement benefit obligation a3 18
101 18
Net specific items charge before tax 388 499
Taxation
Tax credit on specific tems above (80) (96)
Tax charge on re-measurement of deferred tax 420 -
340 (96)
Net specific items charge after tax 728 403

BT Group plc Annual Report 2022



9. Specific items continued

Retrospective regulatory matters

We recognised a net credit of £5m (FY21: net charge of £35m)
in relation to historic regulatory matters, recognised in
revenue. This reflects the movement in provisions relating to
various matters.

Restructuring charges

in the yearwe have incurred charges of £347m (FY21: £421m),
primarily relating to leaver costs, staff costs where colleagues
are working exclusively on transformation programmes, and
consultancy costs. These costsreflect projects within our
Group-wide modernisation programme, first announced in
May 2020, which will deliver gross annualised cost benefits of
E2.5bnby FY25, at anexpected cost of £1.3bn. £0.8bn costs
have beenincurred to date.

Divestment-related items

We recognised a credit of £36m {FY2T: £E60m). This primarily
relates to a gain on disposal of £43mrelating to the sale of
Diamond IP, a non-core software business in America. This was
offset by an EBm loss on disposal of business units in Italy
serving customers in the public administration and SME
sectors. There were also some small true-up charges on
previous transactions and costs relating to ongoing divestment
projects. Acharge of £8m (FY21: £nil) was also recognised in
finance expense relating to a hedge which became ineffactive
due to divestment activity.

In FY21 we completed the saie of our domestic operations in
Spain and recorded a net gain of EB0m. We also incurred net
losses on the disposal of our domestic operationsin Latin
America and France of £11m and recognised £9m of other
divestment related costs, including an additional £4m loss on
disposal of a number of other businesses.

Covid-19

In FY20 we recognised one-off charges of £95m relating to
the impact of Covid-19 on various balance sheet items. Any
releases of this provision have also been booked as a specific
item. During FY22 we released £19m (FY21: £17m) of these
provisions which were not needed. At 31 March 2022 we
retained £12m (31 March 2021: £55m) of provisions related
to Covid-19.
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i Settlement with Dixons Carphone

InFY21, following the expiry of the retailagreement between

: Dixons Carphone and EE Limited, we mutually agreed to resclve
¢ all outstanding matters which primarily related to contingent

i revenue share costs that could have previously been recognised
i over future years. The associated cost of £149m which includes
the agreed cash payment and the write-off of balance sheet

! prepayments and accruals was treated as a specificitem in

: the FY21 results. The associated cash payment was made in
April 2021.

Sale of spectrum

In FY21 we sold 25 MHz of unpaired 2.6 GHz spectrum and
! recognised a gain on disposal of £66m as a specificitem,

Property rationatisation costs

: InFY21, we recognised costs of £19m relating to raticnalisation
: of our property portfolio under our Better Workplace

i programme. In FY22, property rationalisation costs have been
classified as restructuring charges where they fallunder the

i previously announced transformation programme.

Interest expense on retirement benefit obligation

During the year we incurred £93m (FY21: £18m) of interest costs
i inrelation to our defined benefit pension obligations.

i Tax on specific items
¢ Atax credit of £80m (FY21: £96m) was recognised in relation to
i specific items.

i Remeasurement of deferred tax balances

We have remeasured our deferred tax balances following the

. enactment of the new UK corporation tax rate of 25% from Aprit
i 2023.The corresponding adjustment comprises a net tax charge
i of £420m in the income statement and a non-recurring tax

i credit of £298m in the statement of comprehensive income. This
: is classified as a specific item due to its size and the out of period
i nature of this charge.
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10. Taxation

5 Significant accounting policies that apply to taxation

Current income tax is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheetdateinthe
countries where the group’s subsidiaries, associates and joint ventures operate and generate taxable income. We periodically
avaluate positions taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation,
and establish provisions where appropriate on the basis of the amounts expected to be paid to tax authorities.

Deferred tax is recognised, using the liability method, in respect of temporary differences between the carrving amount of our
assets and liabilities and their tax base. Deferred tax is determined using tax rates that are expected to apply in the periode in
whirh the aceot is realised or liabilily settled, based ontax rates and laws that have been enacted orsubstantively enacted by the
balance sheet date.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same taxation
authority on either the taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.
Any remaining deferred tax asset is recognised only when, on the basis of all available evidence, it can be regarded as probable
that there will be suitable taxable profits, within the same jurisdiction, in the fereseeable future against which the deductible
temporary difference can be utilised. Deferred tax balances for which there is a right of offset within the same jurisdiction are
presented net on the face of the group kalance sheet as permitted by 1AS 12, with the exception of deferred tax related to our
pension schemes which is disclosed within deferred tax assets.

C% Critical accounting estimates and significant judgements made in accounting for taxation

Ve seok o pay taxin accordance with the laws of the countries where we do busimess, However,
unclear, and it can take many vears to soree anoutcomea wi tion, We estimate our taxon
countt y-by-couniry and issue-ny-issus bases. Qur koy uncortaintics are whethar EE's tax loss=s will be available to us, whether
our intra- group trading modri will be ac ef b ar tax authority ano whetharinira-group pa, ntsare subjrct to
withholding taxes, We provide for the predicted cutcome where anoutfiow s probable, but the agresd amount can jiffer
materially from ocur estinmates. Approximately 8134 by value of the provisiens ars under active tax authority examinat'on and are

&

rataxauthority or throeugh b

coann

therafore likety to be re-astimated or resolvedin the coning 12 months, £184m (FY 21 £2090m) is included i current lay
liabilitias or offset uainst current tax assets where netting ‘s appropriate.

Under adownside casa an additionat armouwnt of £543m could be required io be paid, of which £244m would relate to EE inrses.
Thiz amount is not provicded aswe don't consider this outcome tc e probabie,

Decidingwhether to recognise ceforrad tax assets is judaemental. We only rerognise them when we consider it is probabie that
they can be recoversd, Inmaking this judoement we consider evidencs suich as historical financial performance, future finangial
plans and rends, (he duration of existing customer contracts and whether our nira-groun pricing mods! has beer aureed by

the relevant laxauthority,

The value of the group's income tax assets and iabilities i< disclosed on the grous balance sheet. The value of the group’™s

cleferred tax assets andiiabilities is disclosed below,

Analysis of our taxation expense for the year

2022 2021
Year ended 31 March Em £m
United Kingdom
Corporaticn taxat 19% (FY21: 19%) - (300)
Adjustmentsinrespect of earlier years? 223 3]
Non-UK taxation
Current (78) (65)
Adjustments in respect of earlier years 7 [¢]
Total current taxation (expense) 152 (353)
Deferred taxation
Origination and reversal of temporary differences (1G2) 6
Adjustments in respect of earlier years® (190) 12
impact of ¢change in UK corporation tax rate to 25% (FY21: 19%) (420) -
Remeasurement of temperary differences (129) 3
Total deferred taxation (expense) / credit (847) 21
Total taxation (expense) (689) (332)

a During the period certain prier period taxissues were resclved at & net tax cost of £69m, comprising a £263m deferred tax charge and a E194m current tax credit.
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10. Taxation continued

Factors affecting our taxation expense for the year

The taxation expense on the profit for the year differs from the amount computed by applying the UK corporation tax rate to the
profit before taxation as a result of the following factors:

2022 2021
Yearended 31 March £m £m
Profit before taxation 1,963 1,804
Expected taxation expense at UK rate of 19% (FY21: 19%) (373) (343)
Effects of:
{Higher})/lower taxes on non-UK profits (4) 15
Net permanent differences betweentaxand accounting® 179 (34)
Adjustments in respect of earlier years® 40 24
Prior year non-UK losses used against current year profits 20 12
Non-UK losses not recognised® (2) 4=)]
Re-measurement of deferred tax balances (549) 3
Total taxation expense (689} {332}
Exclude specific items (note 9) 340 (96)
Total taxation expense before specific items (349) (428)

a Includes income that is nottaxable or UK income taxable at a different rate, and expensas forwhich no tax relief is received. Examples include some types of depreciation
and amortisation, the benefit of R&D tax incentives and super-deduction an capital expenditure. The most significant element of this amount is the benefit from the
super-deduction (£172m).

b Reflects the differences hetween initial accounting estimates and tax returns submitted to tax authorities, including the retease and establishment of provisions for
uncertain tax positians.

¢ Reflects losses made in countries where it has not been considered appropriate to recognise a deferred tax asset, as future taxable profits are not prebakle.

Tax components of other comprehensive income

2022 2021
Taxcredit Tax credit
{expense) (expense)

Yearended 31 March £m Em
Taxation onitems that will not be reclassified to the income statement
Pension remeasurements {399) 918
Tax on items that have been or may be reclassified subsequently to the income statement
Exchange differences on translation of foreign operations - 22
Fair value movements on cash flow hedges
—net fair value gains or (losses) 31 111
-recognised in income and expense - -
Total tax recognised in other comprehensive income (430) 1,051
Current tax credit® B 203
Deferred tax credit (expense) (438) 848
Total tax recognised in other comprehensive income (430) 1,051

a Includes Enil (FY21: £181m) relating to cash contributions made to recluce retirement benefit obligations.

Tax (expense) credit recognised directly in equity

2022 2021
Year encled 31 March £m £m
Tax (expense) credit relating to share-based payments 11 5
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10. Taxation continued

Deferred taxation

Fixed asset Retirement Share-

temporary benefit based Tax Jurisdictional

differences obligations® payments losses Other offset Total

£m £m Em Em £m £m £m

At 1 April 2020 1,590 (176) (7 (66) (33) - 1,308
Expense (credit) recognisedin the
income statement (11} (13) (8) 2 9 - 21}
Expense (credit) recognised in other
comprehensive income - (737) - - (111) - (848)
Exchange differences - - 5) - - - (5)
Transfer to held for sale (note 23) 8 - - (2) - - 6
At 31 March 2021 1,587 (926) (20) (66) (135) - 440
Non-current
Deferred tax asset - (926) (20) (66) {135) 158 (989)
Deferred tax liability 1,587 - - - - (158) 1,429
At 31 March 2021 1,587 (926) (20) (66) (135) - 440
Expense {credit) recognised in the
income statement 1,326 {33) {5) (434) 13 - 841
Expense {credit) recognised in other
comprehensive income - 764 - {354) 28 - 438
Expense (credit) recognised in equity - - “n - - - (1
Acquisition of subsidiary - - - (3) - - (3)
Transfer from current tax - - - - (34) - (34)
At 31 March 2022 2,913 (195) (36) (857) (154) - 1,671
Non-current
Deferred tax asset - (195) (36) (857) (154) 953 {289}
Deferred tax liability 2,913 - - - - (953) 1,960
At 31 March 2022 2,913 (185} (36} (B57) (154) - 1,671

a Includes a deferred tax asset of E5m (FY21; E1m) arising on contributions payable to defined contribution pension plans.

The majority of the deferred tax assets and liabilities noted above are anticipated to be realised after more than 12 months.

What factors affect our future tax charges?

We expect alarge proportion of our capital spend on fibre roll-out to be eligible for the Government’s super-deduction regime,
which allows for enhanced and accelerated tax relief for qualifying capital expenditure. These enhanced deductions are available
for FY22 and FY23, driving a projected UK tax loss and no UK tax payments for these periods. These deductions together with
accelerated deductions relating to pension contributions resultin c.£5bn of tax losses expected to be carried forward from FY23.

What are our unrecognised tax losses and other temporary differences?

At 31 March 2022 we had operating losses and other temporary differences carried forward in respect of which no deferred tax
assets were recognised amounting to £3.8bn (FY21: £4.1bn). Our other temporary differences have no expiry date restrictions.
The expiry date of operating losses carried forward is dependent upon the tax law of the various territories in which the losses arose.
A summary of expiry dates for losses in respect of which restrictions apply is set cut below:

At 31 March 2022 Em Expiry
Restricted losses

Eurcpe 1 2022-2028
Americas 368 20222045
Other 3 2022-2030
Totalrestricted losses 372

Unrestricted operating losses 3,005 No expiry
Othertemporary differences 313 No expiry
Total 3,780
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10. Taxation continued

At 31 March 2022 we had UK capital losses carried forward in respect of which no deferred tax assets were recognised amounting
to £16.8bn (FY21: £16.8bn). These losses have no expiry date, but we consider the future utilisation of significant amounts of these
lossesto be remote.

At 31 March 2022 the undistributed earnings of non-UK subsidiaries were £1.2bn (FY21: £1.8bn). No deferred tax liabilities have
been recognised in respect of these unremitted earnings because the group is in a position to control the timing of any dividends
from subsidiaries and hence any tax consequences that may arise. Under current tax rules, tax of £35m (FY21: £43m) would arise if
these earnings were to be repatriated to the UK.

11. Earnings per share

How is earnings per share calculated?
Basic earnings pershare is calculated by dividing the profit after tax attributable to equity shareholders by the weighted average
number of shares in issue after deducting the own shares held by employee share ownership trusts and treasury shares.

Incalculating the diluted earnings per share, share options outstanding and other potential shares have been taken inte account
where the impact of these is dilutive.

Year ended 31 March 2022 2027
Basic welghted average number of shares (millions) 9,866 9,905
Dilutive shares from share options (millions) 1G5 30
Dilutive shares from share awards (millions) 165 137
Diluted weighted average number of shares (millicns) 10,136 10,072
Basic earnings per share 12.9p 14.8p
Diluted earnings pershare 12.5p 14.6p

The earnings per share calculations are based on profit after tax attributable to equity sharehalders of the parent company which
excludes non-controlling interests. Profit after tax was £1,274m (FY21: £1,472m) and profit after tax attributable to non-controlling
interests was £2m (FY21: E3m). Profit attributable to nen-controlling interests is not presented separately in the financial
statements as it is not material.

12. Dividends
What is the group’s dividend policy?

We have a progressive dividend policy to maintain or grow the dividend each year whilst taking into consideration a number of
factors including underlying medium-term earnings expectations and levels of business reinvestment.

What dividends have been paid?

A final dividend of 5.39p per share amounting to approximately £528m is proposed in respect of the year ended 31 March 2022
(FY21: no final dividend paid). An interim dividend of 2.31p per share amounting tc £227m was paid on 7 February 2022 (FY21: nc
interim dividend paid). This value may differ from the amount shown for equity dividends paid in the group cash flow statement,
which represents the actual cash paid in relation to dividend cheques that have been presented over the course of the financial year.

No dividends were paid in the year ended 31 March 2021.

2022 2021
pence per pence per
Yearended 31 March share £m share £m
Interim dividend inrespect of the current year 2.31 227 - -
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13. Intangible assets

gsignificant accounting policies that apply teintangible assets

We recoghnise identifiable intangible assets where we control the asset, it is probable that future econemic benefits attributable
to the asset will flow to the group, and we can reliably measure the cost of the asset. We amortise all intangible assets, other
than goodwill, over their useful economic life. The method of amortisation reflects the pattern in which the assets are expected
to be consumed. f the pattern cannot be determined reliably, the straight line method is used.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the identifiable net assets
(including intangible assets) of the acquired business. Our goodwill impairment policy is set out later in this note.

Acquiredintangible assets - customerrelationships and brands

Intangible assets such as customer relationships or brands acquired through business combinations are recorded at fair value at
the date of acquisition and subsequently carried at amortised cost. Assumptions are used in estimating the fair vaiues of these
relationships or brands and include management’s estimates of revenue and profits to be generated by them.

Telecommunications licences

Licence fees paid to governments, which permit telecommunications activities to be operated for defined periods, are initiatly
recorded at cost and amortised from the time the network is available for use to the end of the licence period or where our usage
can extend beyond the initial licence period, over the pericd we expect to benefit from the use of the licences, whichis typically
20 years. Licences acquired through business combinations are recorded at fair value at the date of acquisition and
subseguently carried at amortised cost. The fair value is based on management’s assumption of future cash flows using market
expectations at acquisition date.

Computer software

Computer software comprises computer software licences purchased from third parties, and aiso the cost of internally
developed software. Computer software licences purchased from third parties are initially recorded at cost. We only capitalise
costs directly associated with the production of internally developed software, including direct and indirect labour costs of
development, where it is probable that the software will generate future economic benefits, the cost of the asset can be reliably
measured and technical feasibility can be demonstrated, in which case it is capitalised as an intangible asset on the balance
sheet. Cests which do not meet these criteria and research costs are expensed as incurred.

Qur development costs which give rise to internally developed software include upgrading the network architecture or
functionality and developing service platforms aimed at offering new services to our customers.

Other

Otherintangible assets include website development costs and other licences. items are capitalised at cost and amortised
on a straight line basis over their useful economic life or the term of the contract.

Estimated useful economiclives

The estimated useful econemic lives assigned to the principal categories of intangible assets are as follows:

» Computer software 2to 10 years
*» Telecommunications licences 2to 20 years
* Customer relationships and brands 1tc 15 years

Impairment of intangible assets

intangible assets with finite useful lives are tested for impairment if events or changes in circumstances {assessed at each
reporting date) indicate that the carrying amount may not be recoverable. When an impairment test is performed, the
recoverable amount is assessed hy reference to the higher of the net present value of the expected future cash flows
(value in use) of the relevant cash generating unit and the fair value less costs to dispose.

Goodwillis reviewed for impairment at least annually as described below. Impairment losses are recognised in the income
statement, as a specific item. If a cash generating unitis impaired, impairment losses are ailocated firstly against goodwitl,
and secondiy on a pro-rata basis against intangible and other assets.
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13.Intangible assets continued
Customer Telecoms Internally

relationships licences cdeveloped Purchased
Gosdwill and brands®  and other® softwarec software® Total
£m Em £m £m £m £m

Ceost
At 1 April 2020 7,945 3,397 3,032 4,354 1,118 19,846
Additions - - - 596 187 783
Dispesals and adjustments? 1 - 19 (240) (122) (380)
Transfars - - - 46 37) 9
Exchanae diffarences [10R) 14; - (3) (4] (138)
At 31 March 2021 7,838 3,383 3,013 4,753 1,135 20,122
Additions® - - 479 793 151 1,423
Acquisitions 94 - - - 2 96
Disposals and adjustments® (7) - (3) (239) (272) {521)
Transfers - - 1 45 (44) 2
Exchange differences a3 - - 1 m 43
Transfer to assets held for salef (51 - - {7) - {58}
At 31 March 2022 7,017 3,383 3,490 5,346 o971 21,107
Accumulated amortisation
At 1 April 2020 - 1,930 574 2,951 502 5,957
Charge for the year - 322 162 593 120 1,197
Disposals and adjustments® - - (2) (242) (119) (363}
Transfers - - - m 1 -
Exchange differences - (14} - (2) (10} (26)
At 31 March 2021 - 2,238 734 3,299 494 6,765
Charge for the year? - 231 179 529 109 1,048
Disposalsand adjustments? - - (5) (229) (278} (512)
Transfers - - - (2) 2 -
Exchange differences - - - 1 (1 -
Transfer to assets held for salef - - - (3) - 3)
At 31 March 2022 - 2,469 o208 3,595 326 7,298
Carrying amount
At 31 March 2021 7,838 1,145 2,279 1,454 641 13,357
At 31 March 2022 7,917 914 2,582 1,751 645 13,809

2 The remaining unamertised balance of customer relationships and brands relates to customer relationships recognised cnacguisition of EE.

b Telecoms licences and other primarily reprasents spectrum licences. These include 2100 MHz licence with book value of £693m (FY21: E744m), 1800 MHz with book valus
of E636m (FY21: £682my), 700Mhz with book value of £297m (FY21: £nil), 3400 MHz with bock value of £258m (FY21: £274m) and 2600 MHz with book value of £227m
(FY21: £247m). Spectrum licences are being amortised over a period between 14 and 20 years,

¢ Includes acarrying amountof £1,046m (FY21: E608m) in respect of assets under construction, which are not yet amartised,
d Fully depreciated assets inthe group’s fixed asset registers were reviewed during the year, as part of the group’s annual asset verification exercise, and certain assets that
were no longer in use have been written off, reducing cost and accumulated depreciation by £0.4bn (FY21: £6.3bn}.

e Additions to telecomslicences and otherassets include £479m recognisedin relation to spectrum which represents the amount paid to Ofcom to secure the spectrum
bands together with the related interference mitigation provision.

t Assetstransferred to held forsale during FY22 relate to our BT Spert eperations, See note 23,
g Amortisation charge for FY22 includes impairment charges of E13m.
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Notes to the consolidated financial statements continued

13. Intangible assets continued
Impairment of goodwill

5Significant accounting policies that apply to impairment of goodwill
We perform an annual goodwill impairment review.

Goodwill recognised in a business combination does not generate cash flows independently of otherassets or groups of assets.,
As aresult, the recoverable amount, being the value in use, is determined at a cash generating unit {CGU} level. These CGls
represent the smallest identifiable groups of assets that generate cash inflows that are largely inclependent of the cash inflows
from other groups of assets. Our CGUs an e deertied lo be Consumer, Enterprise, and Glebal,

We allocate goodwill to each of the CGUs that we expect to benefit from the business combination. Each CGU to which goodwill
is allocated represents the lowest level within the group at which the goodwill is monitored forinternal management purposes.

The value in use of each CGU is determined using cash flow projections derived from financial plans approved by the Board
covering a five-year period. They reflect management’s expectations of revenue, EBITDA growth, capital expenditure, working
capitaland operating cash flows, based on past experience and future expectations of business perfoermance. Cash flows
beyond the fifth year have been extrapolated using perpetuity growth rates.

Q Key accounting estimates and significant judgements made in reviewing goodwill foerimpairment

Determining our CGLEs

The datermination of our CGLUs it iudgeomental. The identidfication of CGUs invalves an assessmant of whethor the aeset or group
of assots generate targely indopendent cash inflows. This involves consideration of how our 2ore asseti are operated and
wheather those apaaerate indepandent revenua streams. During the vear woe have rovicwed our CGLS and have brooght togother
the Leaacy BT Consumer and Legacy EE CGUs into a combined ‘Conaumer CGLUL aligning our CGUs to our CFLEs, ducte
increasad convergence between the orior CGUS such that cashinflows are rotonger indesendent,

Estimating valueinuse

ons of future
cash flows

ns ahoul future
ntndusing 3

VCGLH

Lwchno managoment’s oxpecs
count rate for cach CGUL Fut

Ourvalue in uso calculations require
revenue growih, cperating costs, pr
used inthe valug in use coalouictions are based on ourlatost Boar
arawthretlect the expectations of growthinthe i Kl chihe CGU relatos,
caunt rats that reflocts currert market srcessmeants of ¢

fror the rick specific to the asset, Including the counmnosinw

usted.

irrve walus of o

pre~-tax dis
iz adjust
¢ pstimates have not teen ad

izh ensh flow will he generat he futurs cash

We tested our goodwill forimpairment as at 31 March 2022. The carrying value of goodwill and the key assumptions used in
performing the annualimpairment assessment and sensitivities are disclosed below.

Legacy BT

Consumer Consumer LegacyEE Enterprise Gtlobal Totat
Cost £m Em Em £m £m £m
At 1 April 2020 - 1,183 2,768 3,483 511 7,945
Exchange differences - - - 8) (100) (108)
Acquisitions and disposals - - - - 1 1
At 31 March 2021 - 1,183 2,768 3,475 412 7,838
Transfer 3,951 (1,183 (2,768) - - -
Exchange differences - - - 4 39 43
Acquisitions and disposals - - - 94 (7) 87
Transfer to assets held for sale? (51} - - - - 5%
At 31 March 2022 3,200 - - 3,573 444 7.917

a Assets transferred to held for sale during FY22 relate to our BT Sport operations. See note 23.

The increase in goodwill is driven primarily by the acquisition of the remaining 30% of the share capital of BT OnePhone Limited.

What discount rate have we used?

The pre-tax discount rates applied to the cash flow forecasts are derived from our post-tax weighted average cost of capital. The
assumptions used inthe calculation of the group’s weighted average cost of capital are benchmarked to externally available data.
The pre-tax discount rate used in performing the value in use calculation in FY22 was 7.6% (FY21: B.1%). We have used the same
discount rate for all CGUSs except Gicbal where we have used 7.9% (FY21: 8.5%) reflecting higher risk in some of the countries in
which Global operates.

BT Group plc Annual Report 2022



Financial statements 155

13. Intangible assets continued

What growth rates have we used?

The perpetuity growth rates are determined based on the forecast market growth rates of the regions in which the CGLl operates,
andreflect an assessment of the long-term growth prospects of that market. The growth rates have been benchmarked against
external data for the relevant markets. Nene of the growth rates applied exceed the expected average long-term growth rates for
those markets or sectors. We used a perpetuity growth rate of 2.3% (FY21: 2.3%) for Global and 2.0% (FY21: 2.0%) for Enterprise
and Consumer.

What sensitivities have we applied?
There is significant headroom in all of our CGUs, such that at Lhis puinlin time there are no reasonably possible changes to key

assumptions that would result in an impairment.

14. Property, plant and equipment

E}Sig nificant accounting policies that apply to property, plantand equipment

Our property, plant and equipment is included at historical cost, net of accumulated depreciation, government grants and any
impairment charges. Property, plant and equipment acquired through business combinations are initially recorded at fair value
and subsequently accounted for on the same basis as our existing assets. We derecognise items of property, plant and equipment
on disposal or when no future economic benefits are expected to arise from the continued use of the asset. The difference
between the sale proceeds and the net book value at the date of dlisposalis recognised in operating costs in the income statement.

Included within the cost of network infrastructure and eguipment are direct and indirect labour costs, materials and directly
attributable overheads,

Woe depreciate property, plant and equipment on a straight line basis from the time the asset is availakle for use, to write off the
asset’s cost over the estimated useful life taking into account any expected residual value. Freehold land is not depreciated.

Estimated useful economic lives
The estimated useful lives assigned to principal categories of assets are as follows:

Land and buiidings

« Freehoid buildings 1410 50 years

s Short-term leasehold improvements Shorter of 10 years or lease term

s Leasehold land and buildings Unexpired portion of lease or 40 years, whichever is the shorter

Network infrastructure
Transmission equipment

+ Duct A0 years

« Cable 3to 25 years
* Fibre 510 20 years
Exchange eguipment 2to 13 years
Other network equipment 2to20vyears
Otherassets

s Motorvehicles 2to 1Gyears
*» Computers and office equipment 3to 7 years

Resigual values and useful lives are reassessed annually and, if necessary, changes are recognised prospectively. In FY22 we
have updated the usefullives of motor vehicles from 2-9 to 2-10 years following a review of our specialised vehicle fleet.

Network share assets

Certain assets have been contributed to a network share arrangement by both EE and Hutchison 3G UK Limited, with legal title
remaining with the contributor. This is considerad to be a reciprocal arrangement. Our share of the assets on acquisition of EE were
recognised at fair value within tangible assets, and depreciated in line with policy. Subseguent additions are recorded at cost.

Empairment of property, plant and equipment

We test property, plant and equipment forimpairment if events or changes in circumstances (assessed at each reporting date)
indicate that the carrying amount may not be recoverable. When an impairment test is performed, we assess the recoverable
amount by reference to the higher of the net present value of the expected future cash flows (value in use) of the relevant asset
ancl the fair vatue less costs to dispose. If it is not possible to determine the recoverable amount for the individual asset thenwe
assess impairment by reference to the relevant cash generating unit as described in note 13.
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Notes to the consolidated financial statements continued

14. Property, plant and equipment continued

Building Digitat UK (BDUK) government grants

We receive government grants in relation to BDUK and other rural superfast broadband contracts. Where we have achieved
certain service levels, or delivered the network more efficiently than anticipated, we have an obligation to either re-invest or
repay grant funding. Where this is the case, we recognise deferred income in respect of the funding that will be re-invested or
repaid, and make a corresponding adjustment to the carrying amount of the related property, plant and equipment.

Assessing the timing of whether and when we change the estimated take-up assumption is judgemental as it involves

considering information which is not always observable. Our consideration on whether and when to change the base case

assumgption is dependent on our expectation of the long-term take-up frend

Ourassessment of how much grant income to defer inciudes consideration of the difference between the take-up percentage agreed
with the localautherity and the likelihood of actual take-up. The value of the government grants deferred is disclosed in note 18.

Network infrastructure

Land and Held by Hetd by Assets under
buildings Openreach otherunits Other® construction Total
Em Em £m £m £m £m

Cost
At T Aprit 2020 945 27152 26,741 1,662 916 57,416
Additions® 10 (172) 114 69 3,401 3,415
Transfers 32 2,151 972 141 (3,305) {2)
Disposals and adjustments® (19) 16) {2,193) (333) (21) (2,582)
Exchange differences (22} - (146) 12) (@] (188)
At 31 March 2021 946 29,108 25,488 1,520 990 58,052
Additions® 87 - 111 89 3,548 3,835
Transfers 18 2,128 813 156 (3,117) (2)
Disposals and adjustments® (28} 40 (1,274) (271) 29 (2,204)
Transfer to assets held fer sale - - - (50) (4 (54)
Exchange differences (1} - 1 - - -
At 31 March 2022 1,022 31,276 24,439 1,444 1,446 59,627
Accumulated depreciation
At 1 April 2020 610 14,867 22,213 1,350 - 39,040
Charge for the year 41 1,232 1,050 137 - 2,460
Transfers (nm - 2 M - -
Disposals and adjustments* (20) (23) (2,186) (332) - (2,567
Transfer to assets held forsaled - - - - - -
Exchange differences (18} - (133) (173 - (168)
At 31 March 2021 612 16,076 20,946 1,137 - 38,771
Charge for the year® 37 1,372 1,092 168 - 2,669
Transfers - - m 1 - -
Disposals and adjustments® (28} 28 {1,985) (240) - (2,225)
Transfer to assets held for sale - - - (41 - (41
Exchange differences - - (2) - _ (2)
At 31 March 2022 621 17,476 20,050 1,025 - 39,172
Casrying amount
At 31 March 2021 334 13,032 4,542 383 990 19,281
Engineering stores - - - - 116 116
Total at 31 March 2021 334 13,032 4,542 383 1,106 19,397
At 31 March 2022 401 13,800 4,389 412 1,446 20,455
Engineering stores - - - - 144 144
Total at 21 March 2022 401 13,800 4,389 419 1,590 20,599

a Other mainly comprises motor vehicles, computers and fixtures and fittings.

b Netofgovernmentgrantsof £78m (FY21: £21m).

¢ Fully depreciated assets in the group’s fixed asset registers were reviewed during the year, as part of the group’s annual asset verification exercise, and certain assets that
were no longer inuse have been written off, reducing cost and accumulated depreciation by £2.0bn (FY27: £2.3bn). Disposals and adjustments include adjustments

resulting from changes in assumptions used in catculating lease-end obligations where the corresponding asset is capitalised.

d Transfers to assets held for sale during the year relate to our BT Sport operations, see note 23,

e Depreciation charge for FY22 includes impairment charges of E11m.
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14. Property, plant and equipment continued

Included within the above disclosure are assets used in arrangements which represent core business activities for the group and
which meet the definition of operating leases:

£13,800m (FY21: £13,032m) of the carrying amount of the network infrastructure asset class represents Cpenreach’s network
infrastructure. The majority of the associated assets are used to deliver fixed-line telecommunications services that have been
assessed as containing operating leases, to both internal and external communications providers. Network infrastructure held by
Openreachis presented separately in the table above howeveritis not practicable to separate out infrastructure not used in
operating lease arrangements.

Other assets inciudes devices with a carrying amount of £168m (FY21: £128m) that are made available to retail customers under
arrangements that contain operating leases. These are not presented separately in the table above as they are not material
relative to the group’s overall asset base.

The carrying amount of land and buildings, including leasehold improvements, comprised:

2022 2021
At 31 March £m Em
Freehold 92 123
Leasehold 309 211
Totalland and buildings 401 334

Network infrastructure

Some of our network assets are jointly controlled by EE Limited with Hutchison 3G UK Limited. These relate to shared 3G network
and certain elements of network for 4G ruralsites. The net book value of the group’s share of assets controlled by its joint operation
MBNL s £562m (FY21: £625m) and is recorded within network infrastructure. Included within thisis £73m (FY21: £95m), being the
group’s share of assets owned by its joint operation MBNL.

Within netwaork infrastructure are assets with a net book value of £10.3bn (FY21: £9.8bn) which have useful economic lives of
more than 18 years. The prior year comparative has been restated from £10.3bn to exclude intangible licences associated with
our network infrastructure.

15, Leases

@ Significant accounting policies that apply to leases

Identifying whether a lease exists

At inception of a contract, we determine whether the contract is, or contains a lease. A lease exists if the contract conveys the
right to control the use of an identified asset, for a period of time, in exchange for consideration. In making this assessment,
we consider whether;

The contract involves the use of an identified asset, either explicitly or implicitly. The asset must be physically distinct or
represent substantially ali the capacity of a physically distinct asset. Assets that a supplier has a substantive right to substitute
are notconsidered distinct.

The lessee (either the group, or the group’s customers) has the right to obtain substantially all the economic benefits frem the
use of the asset throughout the period of use; and

The lessee has the right to direct the use of the asset, in other words, has the decision-making rights that are most relevant to
changing how and for what purpose the asset is used.

Where practicable, and by class of underlying asset, we have elected to account for leases containing a lease component and
one or more non-lease components as a single iease component. Where this election has been taken, it has been applied to the
entire asset.

Lessee accounting
We recognise a lease liability and right-of-use asset at the commeancement of a lease.

Lease liabilities are initially measured at the present value of lease payments that are due over the lease term, discountad using
the group’s incremental borrowing rate.

The lease termis the non-cancellable period of the lease adjusted for the impact of any extension optiens that we are
reasonably certain the lessee will exercise, or termination options that we are reasonably certain the lessee will not exercise.

The incremental borrowing rate is the rate that we would have to pay for a loan of a similar term, and with similar security,
to obtain an asset of similar value.
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Notes to the consolidated financial statements continucd

15. Leases continued

Lease paymentsinclude:

s fixed payments

* variable lease payments that depend on anindex or rate

* amounts expected to be paid under residual value guarantees

» theexercise price of any purchase options that we are reasonably certain to exercise

* payments due over optional renewal pericds where we are reasonably certain to renew

» penalties for early termination of the lease where we are reasonably certain to terminate early

Lease liabilities are subsequently measured at amortised cost using the effective interest method. They are remeasured if there
is a change in future lease payments, including changes in the index or rate used to cdetermine those payments, or the amount
we expect to be payable under a resiclual value guarantee.

We alsc remeasure [ease liabilities where the lease term changes, This occurs when the non-cancellable period of the lease
changes, or on occurrence of a significant event or change in circumstances within the control of the lessee and which changes
ourinitial assessment in regard to whether the lessee is reasonably certain to exercise extension options or not to exercise
termination options. Where the lease term changes we remeasure the lease liability using the group’s incrementat borrowing
rate at the date of reassessment. Where a significant event or change in circumstances does not occur, the lease term remains
unchanged and the carrying amounts of the lease liability and associated right-of-use asset will decline pver time.

Right-of-use assets are initially measurad at the initial amount of the corresponding lease liabilities, adjusted for any prepaid
lease payments, plus any initial direct costs incurred and an estimate of any decommissioning costs that have beenrecognised
as provisions, less any lease incentives received. They are subsequently depreciated using the straight-line method to the earlier
of the end of the useful life of the asset or the end of the lease term. Right-of-use assets are tested forimpairment following the
policy set out in note 14 and are adjusted for any remeasurement of lease liabilities.

We have elected not to recognise lease liabilities and right-of-use assets for short-term leases that have a lease term of 12
months or less, and leases of low-value assets with a purchase price under £5,000. We recognise lease payments associated
with these items as an expense on a straight-line basis over the lease term.

Any variable lease payments that do not depend on anindex orrate, such as usage-basad payments, are recognised as an
expense in the period to which the variability relates.
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15. Leases continued

LK operational property portfolio
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Notes to the consolidated financial statements continucd

15. Leases continued

Right-of-use assets

Most of our right-of-use assets are associated with ocur leased property portfolio, specifically our office, retail and exchange estate.
We also lease a significant proportion of our netwaork infrastructure, including mobile cell and switch sites,

Land and Network Motor
buildings infrastructure vehicles Other
£m Em £fm £m Total

At 1 April 2020 4,829 179 377 & 5,391
Additions® 361 & "6 11 494
Depreciaticn charge for the year (546) (3Mm (110 4 (Co0)
Qther movements™ (312) (10} (&) (2 (332)
At 21 March 2021 4,332 145 375 11 4,863
Additions? 249 13 110 1 373
Depreciation charge for the year® (532) (37) (115) {4y (688)
Transfer to assets held for sale® {2) - - - (2)
Other movements® (108) (1% M 1 117
At 31 March 2022 3,941 110 369 9 4,429

a Additiens camprise increases to right-of-use assets as a result of entering into new leases, and upwards remeasurement of existing leases arising from lease extensions or
reassessments and increases to lease payments.

b Gther movements primarily relate to terminated leases and downwards remeasurements of right-of-use assets arising from reductions or reassessments of lease terms and
decreasesinlease payments.

¢ Other movementsin FY21 include derecognition of right-of-use assets with a carrying amount of £208m associated with a finance sub-lzase arrangement, see note 5.

o Depreciation charge for FY22 inclucdles impairment charges of £12m.

e Assets transferred to held for sale during the year relate to our BT Sport operations, see note 23.

Lease liabilities

Lease liabilities recognised are as follows:

2022 2021

Year ended 31 March £m Em
Current 795 730
Non-current 4,965 5,422
5,760 6,152

The following amounts relating to the group’s obligations under lease arrangements were recognised in the income statement in
the year:

» Interest expense of £133m (FY21: £142m) accrued on lease liabilities.

+ Variable lease payments of £24m (FY21: £27m) which are not dependent on an index or rate and which have not beenincludedin
the measurement of lease liabilities.

Expenses relating tc {eases of low-value assets and short-term leases for which no right-of-use asset or lease liability has been
recognised were not material.

The total cash ocutflow for leases in the year was £792m (FY21: £024m). Our cash flow statement and normalised free cash flow
reconciliation present £659m (FY21: £782m} of the cash outflow as relating to the principal element of lease liability payments, with
the remaining balance of £133m (FY21: £142m) presented within interest paid.

Note 28 presents a maturity analysis of the payments due over the remaining lease term for lease liabilities currently recognised on
the balance sheet. This analysis only includes payments to be made over the reasonably certain lease term. Cash outflows are likely
to exceed these amounts as payments will be made on optional periods that we do not currently consider to be reasonably certain,

andinrespect of leases entered into in future periods.
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Our material lease arrangements do not have indexaticn clauses linked to Interbank Offered Rates (IBORs). As aresult we do not
consider that the upcoming Interest Rate Benchmark Reform will have a material impact on the lease liabilities or right-of-use assets

recognised at 31 March 2022.

At 31 March 2022 the group was committed to future minimum lease payments of £39m in respect of leases which have not yet

commenced and for which no lease liability has been recognised (31 March 2021: £4m).

The following table analyses cash payments to be received across the remaining term of operating lease arrangements where BT

is lessor:

Tohe

recognised

Tobe as other

recoghised as operating

revenue income
{note 5) {note 6) Total
At 31 March 2022 £m Em £Em
Less than one year 446 20 ABB
Oneto twoyears 148 13 161
Two to three years 40 12 52
Three to fouryears 3 12 15
Four to five years 3 12 15
More than five years - 24 24
Total undiscounted lease payments 640 93 733

Tobe

recognised

Tobe asother

recognised as operating

revenus income
(note 5} {note 6) Total
At 31 March 2021 {re-presented?) £m £m £m
Lessthan one year 336 27 363
One to two years 144 13 157
Twoto three years 37 10 a7
Three to four years 1 10 11
Fourto five years 1 10 11
More than five years - 30 30
Totalundiscounted lease payments 519 100 619

a From FY22 this disclosure includes only outstanding and future cash payments to be received across the remaining term of operating lease arrangements, and excludes
future revenue to be recognised on deferred income balances. This s considered to betteralign with the purpese of the disciosure and provides a clearerview of the group’s

liquidity risk disclosure. FY21 comparatives have beenre-presented to exclude atotal of £163m deferred connection fees on Openreach’s ‘last mile’ products.

16. Programme rights

@Signﬁﬁca ntaccounting policies that appty to programme rights

Programme rights are recognised on the balance sheet from the point at which the legally enforceable licence period begins.
They are accounted for asinventory and held at the lower of cost and net realisable value. They are initially recognised at cost

and are consumed from the point at which they are availabie for use, on a straight line basis over the programming period,
or the remaining licence term, as appropriate, which is generaily 12 months.

Additions reflect TV programme rights for which the legatly enforceable licence period has started during the year. Rights for

which the licence period has not started are disclosed as contractual commitments in note 31. Payments made to receive
commissioned or acquired programming in advance of the legal right to broadcast the programmes are classified as

prepayments (see note 17).
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16. Programme rights continued

Total

£m

At 1 April 2020 310
Additions 203
Credits received on prepaid programme rights® (99)
Release (786)
At 1April2021 328

Additions 861
Release (879)
At 31 March 2022 310

a Credits received in FY21inrespect of prepald programme rights relating to sperting events postponet! or cancelled as a result of the Covid-19 pandemic.

17. Trade and other receivables

5Signiﬁcant accounting policies that apply to trade and other receivables

We initially recognise trade and other receivables at fair value, which is usuaily the original invoiced amount, They are
subsequently carried at amortised cost using the effective interest method. The carrying amount of these balances
approximates to fair value due to the short maturity of amounts recelvable.

We provide services te consumer and business customers, mainly on credit terms. We know that certain debts due to us will not
be paid through the default of a small number of our customers. Because of this, we recognise an allowance for doubtfui debts
oninitial recognition of receivables, which is deducted from the gross carrying amount of the receivable. The allowance is
calculated by reference to credit losses expected to be incurred over the lifetime of the receivable. in estimating a loss
allowance we consider historical experience and informed credit assessment alengside other factors such as the current state of
the economy and particutar industry issues. We consider reasonable and supportable informaticn that is relevant and avaiiable
without undue cost or effort.

Once recognised, trade receivables are continuously monitored and updated. Allowances are based on our historical loss
experiences for the relevant aged category as well as forward-looking information and general economic conditions.
Aliowances are calculated by individual CFUs in order to reflect the specific nature of the customers relevant to that CFU.

Contingent assets such as any insurance recoveties, of prepaid programme rights which we expect to recoup, have not been
recognised in the financial statements as these are only recognised within trade and other receivables when their receipt is
virtually certain.

2022 2021
At 31 March £m £m
Current
Tradereceivables 1,339 1,209
Prepayments? 523 1,357
Accrued income 150 130
Deferred contract costs 336 348
Ctherreceivables 276 213
2,624 3,257
2022 2021
At 31 March £m £m
Non-current
Other assets®? 111 103
Deferred contract costs 226 211
337 314

a Prepaymentsin F¥21 included £702m relating to funds prepaid to Ofcom for the recent Spectrum auction.
b Other assets comprise prepayments and leasing debtors.
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17. Trade and other receivables continued
Trade receivables are stated after deducting allowances for doubtful debts, as follows:

163

2022 2021

£mn £m

At 1 April (restated®) 378 423

Expense 35 a5
Utilised (189) (131)
Exchange differences {1) (9

At 31 March (restated®) 223 378

a The opening bad debt allowance at 1 April 2020 has been restated to include £94m bad debt provision recognised by EE Limited at the time of acquisition by the group but
excluded from this disclosure in error in F¥ 16 with a follow-on impact on subsequent years' opening and closing balances. This affects the bad debt disclosure in isolation

and the trade receivables balance presented in the FY 16 financial statements was accurately stated net of the acquired £94m provision.

included within the movements above are certain items which have been classified as a specific item (see note 9). In FY22, £19m of
expected credit loss provisions recognised as a specific item were released (FY21: £7m release) reflecting lower than expected

credit losses.

Note 28 provides further disclosure regarding the credit quality of our gross trade receivables. Trade receivables are due as follows:

Trade Past due and not specifically impaired
receivables
specifically Between Between Between
Not past impaired net Dand3 3andé Gand 12 Over
due of provision months months months 12months Total
At 31 March Em £m £m Em £m £m £m
2022 938 3 246 48 a7 87 1,339
2021 845 36 205 40 51 32 1,209
Gross trade receivables which have been specifically impaired amounted to £20m (FY21: £51m).
The expected credit loss allowance for trade receivables was determined as follows:
Trade Past due and not specifically impaired
receivables
specifically Between0 Between3 Between6
Not past impaired net and 3 andg and 12 Over12
due of provision months months months months Total
At 31 March £m Em £m £m £m £m Em
2022
Expected loss rate % 1% 84% 12% 24% 33% 69% 14%
Gross carrying amount 246 20 280 63 70 183 1,562
Loss allowance (8) 17) (34) (15) (23) (126) (223)
Net carrying amount 238 3 246 48 47 57 1,339
2021
Expected lossrate % 4% 29% 15% 38% 47% B7% 24%
Gross carrying amount 880 51 240 G5 a7 254 1,587
Loss allowance (35) (15) (35) {25) {46) (222) (378)
Net carrying amount B45 36 205 a0 51 32 1,209
Trade receivables not past due and accrued income are anatysed below by CFLL.
Tradereceivables
not past due Accrued income
2022 2021 2022 2027
At 31 March Em £m £m Em
Consumer 324 319 76 50
Enterprise 168 144 - -
Global 446 380 - -
Openreach - - 71 78
Other - 2 3 2
Total 038 845 150 130

Giventhe broad and varied nature of our customer base, the analysis of trade receivables not past due and accrued income by CFU s

considered the most appropriate disclosure of credit concentrations.
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17. Trade and other receivables continued
Deferred contract costs

<@Signific:ant accounting policies that apply to deferred contract costs

Wae capitalise certain costs associated with the acquisition and fulfilment of contracts with customers and amortise them over
the period that we transfer the associated services.

Connection costs are deferred as contract fulfitment costs because they allow satisfaction of the associated connection
performance obligation and are considered recoverable. Sales commissions and other third party contract acquisition costs are
capitalised as costs to acyuire o Lonliact unless Lhe associated contract termis kess than 12 months, inwhich case they are
expensed as incurred. Capitalised costs are amortised over the minimum contract term. A portfolio approachis used to
determine contract term.

Where the initial set-up, transition and transformation phases of long-term contractual arrangements represent distinct
performance obligations, costs in delivering these services are expensed as incurred. Where these services are not distinct
performance obligations, we capitalise eligible costs as a cost of fulfilling the related service, Capitalised costs are armortised on
a straight line basis over the remaining contract term, unless the pattern of service delivery indicates amore appropriate profile.
To be eligible for capitalisation, costs must be directly attributable to specific contracts, relate to future activity, and generate
future economic benefits. Capitatised costs are regularly assessed for recoverability.

The following table shows the movement on deferred costs:

Deferred Deferred
contract contract
Deferred acquisition acquisition
connection costs=  cosis-dealer Transitionand
costs  commissions incentives transformation Total
Em £m £m £m £m
At 1 April 2020 32 o4 449 106 681
Additions 10 76 307 26 413
Amortisation {9} (68) (391N {19) (487)
Impairment {n (Y] (1 (13) (€h))]
Other - 4) - (12) (17)
At 31 March 2021 32 24 348 B85 559
Additions 17 98 291 50 456
Amortisation (143 (78) (308) (33 (433)
Impairment n (5 (10} i (27)
Other (10} 15 3 (1
At 31 March 2022 24 124 324 ao 562

18. Trade and other payables

5 Significant accounting policies that apply to trade and other payables

We initially recognise trade and other payables at fair value, which is usually the original invoiced amount. We subsequently
carry them at amortised cost using the effective interest method.

2022 2021
At 31 March Em £m
Current
Trade payables 4,143 4,024
Other taxation and social security 573 491
Other payables 532 495
Accrued expenses 549 634
Deferredincome?® 345 336
6,142 5,980

a Deferred income includes E36m (FY21: E36m) current and £352m (FY21: £472m} nan-current liabilities relating to Building Digital UK, for which grants received by the
group may be subject ta re-investment crrepayment depending on the level of take-up.
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18. Trade and other payables continued

2022 2021

At 31 March £m £m
Non-current

Other payables 30 12

Deferred income® 594 670

624 682

a Deferredincome includes E96m (FY271: £26m) current and £392m {(FY21: E472m) non-current liabilities relating to Building Digital UK, for which grants received by the
group may be subjectto re-investment or repayment depending on the level of take -up.

Current trade and other payables at 31 March 2022 include £89m of trade payables that have beenfactored by suppliersinasupply
chain financing programme (31 March 2021: £45m). These programmes are used with a limited number of suppliers with short
payment terms to extend them to a more typical payment term.

19. Provisions & contingent liabilities

Our provisions principally relate to obligations arising from property rationalisation programmes, restructuring programmes, asset
retirement obligations, network assets, insurance claims, litigation and regulatory risks. Contingent liabilities primarily arise from
litigation and regulatory matters that are not sufficiently certain to meet the criteria for recognition as provisions.

E;Significant accounting policies that apply to provisions & contingent liabilities

We recognise provisions when the group has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settie the obligation and the amount can be reliably estimated.

Where these criteria are not met we disclose a contingent tiability if the group has a possibie obligation, or has a present
obligation with an outflow that is not prebable or which cannot be reliably estimated.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability.

(), Critical & key accounting estimates and significant judgements madle in accounting for provisions & contingent liabilities

Cur assossrment incitcies consideration
52 .~:he‘ho. the amount can be estmatend roaally

We exercise judgement in determining the guanturm of ab: provisior
aof whethorwe have o prosent obligation, whether pasment is prod

As part of this asscssment.we also assess the likelihood of contingent liabilities occcurring in the future, Contingent liab
are not rerognised as Habilities on cur balance sheet, By their nature, cortingencies will be resotved orly whern one er nvore
dncartanfuture events oncur or fait to oocur. We assess the ikebhood thatl a potential claim or dability will arise and 2iso

quantify the possible ronge of financial ocutcomes whers this can be ressonobly detcrminad,

Incstimiating contingent tabilitics we make key pudgements in relation to opplicable law ard any historical and pendirg court

rutings, and the likelthood, Timirg and cost of resatution

Critical accounting estimates applied in accounting for contingent liabilities

Establishing continoent liakilities associated with litiation broughf aganst the group may involve the use of zritical estimates
ahd assumptions, in particular arcund the abilty ioforn areliable estimate of aqy prohabie outfiow, We provide further

information inrelation to specific matters in the contingent akilites section below

Key accounting estimates applied in accounting for provisions and contingent liabilities

Cther provisions may invalve the use of key {but not critical) estimates as explained below,

Froperty provisions relate to ohiigations arising in relation
properties onvacalion wnerea thisi
estimates of the costs associatonw

Cash cuiflows occur as and when propert

toou !vroprri ¥ 30“{3110 n mr*wruiﬂf -u“s*o restore | rafer‘

Asset retirement ebligations {AROs) re antie 2guipme
aitg. The provision represants the wa’*r' of *hecasis o dismantie equi
arccettled Az and when s

and restore natwor
reent ard resto

s networi st

Metwork share provisions represant ou ;
netwark share agresmenty. Costs are 2xoect wcHo e incurred over 2 pm':@d ofup 1o 20 vears
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19. Provisions & contingent liabilities continued
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Litigation provisions reprecent the onst estymate tosetile prosent o
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Our insurance provision is basad on our gross exposure o latent disease clams from former colleagues. Ataird party rovices

our cxposure and provides an estimate of the most bkelv outcome.

COther provisions do not include any individuatly material provisions.

Outcomo ot any scitlement,

Network Network

Foralirisks, the ulthmate Uabillty may vary mater a2ily from the amounts provided and will he depeadent upan the eventuasi

Property® ARD* share Regulatory Litigation Insurance Other Total

£m £m £m £m £m £m Em £m

At1 April 2020 144 179 12 79 88 B89 128 719
Additions 9 - 1 32 17 7 50 116

Lnwind of discount 1 - - - - - - 1
tilised (7) [€)] nm (15) - (5) (7) (39)
Released (9 7 - - - - (56) (82)
Transfers - - - - 4 - 4) -
At 31 March 2021 138 158 12 25 109 21 11 715

Additions 17 25 7 14 7 8 15 9

Unwind of discount - 1 - - - - - 1
Utilised (9) (3) (6) (26} - (5) (5) (54)
Released (2) - (8) (18) (€X)] - {30) (89)
Transfers® (2 - - o - - - {(3)

31 March 2022 142 131 5 65 85 92 91 661

a Timing of expected cash flows asscciated with property and network ARO provisions varies depending on the exit dates of individual properties and sites. During FY22 there

has been no material change in the judgements or assumptions applied inthe measurement of our existing obligations.
b Transfersin F¥22 are due toreclassification to other payables during the peried.

2022 2021
At 31 March £m £m
Analysed as:
Current 222 288
Non-current 439 A27
661 715

Included within ‘Other’ provisions are contract loss provisions of £1m (FY21: £2m) relating to the anticipated total losses in respect

of certain contracts.

Contingent liabilities

Inthe ordinary course of business, we are periodically notified of actual or threatened litigation, and regulatory and compliance
matters and investigations. We provide for anticipated costs where an cutflow of resources is considered probable and a reasenable

estimate can be made of the likely outcome. Provisicns are reflected in the tabile above.

Where an outflow is not probable but is possible a contingent liability exists. Save as disclosed below, the group does not currently
believe that there are any legal proceedings, or government or regulatory investigations that may have a material adverseimpact on

the operations or financial condition of the group. Inrespect of each of the claims below, the nature and progression of such

proceedings and investigations can make it difficult to predict the impact they will have on the group. There are many reasons why
we cannot make these assessments with certainty, including, among others, that they are in early stages, no damages or remedlies

have been specified, and/or the often slow pace of litigation.

BT Group pic Annual Report 2022



Financial statements 167

19. Provisions & contingent {iabilities continued

Class action claim

In January 2021, law firm Mishcon de Reya applied to the Competition Appeal Tribunal to bring a proposed class action claim for
damages they estimated at £608m {inclusive of compound interest) or £589m (inclusive of simple interest) on behalf of our landline
customers alleging anti-competitive behaviour through excessive pricing by BT to customers with certain residential landline
services, Ofcom considered this topic more than four years ago. At that time, Ofcom’s final statement made neo finding of excessive
pricing or breach of competition law more generally. The claim seeks to hold against us the fact that we implemented a veluntary
commitment to reduce prices for customers that have a BT landline only and not to increase those prices beyond inflation (CPI).

At the reporting date we are not aware of any evidence to indicate that a present obligation exists such that any amount should be
provided for. In September 2021 the Competition Appeal Tribunal certified the claim to proceed to asubstantive trial chan opt-out
basis (class members are automaticatly included in the claim unless they choose to opt-out). We appealed the opt-out nature ot that
decision and in May 2022 the Court of Appeal determined that the claim should proceed on an opt-out basis. The next procedural
hearingis listed on 13 May 2022. BT intends to defend itself vigorously.

Italian business

Milan Public Prosecutor prosecutions: In February 2019 the Milan Public Prosecutor served BT Italia S.P.A. (BT Italia) with a notice
(which named BT ltalia, as well as various individuals) to record the Prosecutor’s view that there is a basis for proceeding with its
case against BT Italia for certain potential offences, namely the charge of having adopted, from 2011 to 2016, aninadequate
management and control erganisation model for the purposes of Articles 5 and 25 of Legislative Decree 231/2001.

BT ltalia disputes this and maintains in a defence brief filed in April 2019 that: {a) BT Italia did not gain any interest or benefit from the
conduct in question: and (b) in any event, it had a sufficient organisational, management and audit model that was circumvented/
overridden by individuals acting in their own self-interest. However, following a series of committal hearings in Autumn 2020, on

10 November 2020, the ltalian court agreed (as is the normal process unless there are limitation or other fundamental issues with the
claim) that BT Italia, and all but one of the individuals, should be committed to a full triai.

The trial commenced on 26 January 2021 and is expected to last at least two years. On 23 April 2021, the Italian ceurt allowed some
parties to be joined to the criminal proceedings as civil parties (‘parte civile') — a procedural feature of the Italian criminal law system.
These claims are directed at certain individual defendants (which include former BT/BT Italia employees). Those parties have now
applied to join BT Italia as a respondent to their civil claims (‘responsabile civile’} on the basis that itis vicariously responsible for the
individuals’ wrongdoing. If successful, the quantum of those claims is not anticipated to be material.

Phones 4U

Since 2015 the administrators of Phones 4U Limited have made allegations that EE and other mobile network operatoers cotluded to
procure Phones 4U's insolvency. Legal proceedings for an unquantified amount were issued in December 2018 by the administraters
andin April 2019 we submitted our defence to this claim. The first trial, on the question of breach, isdue to start on 16 May 2022, and
the second trial, on guantum (if necessary), would be listed after that. We continue to dispute these allegations vigorously.

20. Retirement benefit plans

Background to BT’s pension plans

The group has both defined benefit and defined contribution retirement benefit plans. The group’s main plans are in the UK and the
largest by membership is the BT Pension Scheme (BTPS) which is a defined benefit plan that was closed to future benefitaccrual in
2018 for over 99% of the active membership at the time. The BT Hybrid Scheme (BTHS), which combines elements of both defined
henefit and defined contribution plans, was set up for non-management employees impacted by the closure of the BTPS and was
closed to new entrantsin 2019,

New entrants to BT inthe UK are eligible to join a defined contribution plan, currently the BT Retirement Saving Scheme (BTRSS),
a contract-based arrangement operated by Standard Life.

EE Limited operates the EE Pension Scheme (EEPS), which has a defined benefit section that was ¢losed to future benefitaccrualin
2014 and a defined cantribution section.

The group also has retirement arrangements around the world in line with local markets and culture.

Whatare they? Future implications for BT?
Defined Benefits in a defined contribution plan are linked to The group has no exposure to investment and other
contribution thevalue of each member’s fund, whichis based on; experience risks.

lans

P » contributions paid

» the performance of each individual’s chosen

investments.

Defined Benefitsin a defined benefit plan are determined by The group is exposed to investment and other experience
benefit plans theplanrulesandare: risks and may need to make additional contributions

where it is estimated that the benefits will not be metfrom
regular contributions, expected investment income and
assets held.

» dependent on factors such as age, years of service
and pensionable pay

» not dependent on actual contributions made by the
company or members,
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20. Retirement benefit plans continued

g Significant accounting policies that apply to retirement benefit plans

Defined benefit plans

The net defined benefit liability, or deficit, in respect of the defined benefit plans is the present value of all expected future

benefit cash flows to be paid by each plan, caiculated using the projected unit credit method by professionally qualified

actuaries {also known as the Defined Benefit Obtligation {DBO) or tiabilities) less the fair value of the plan assets.

The income statement expense is allocated between an operating charge and net finance expense,

* The operating charge refllecls Lhe increase in the liability resulting from the pension benefit earned by active employeesinthe
current period, the cost of administering the plans and any past service costs/credits such as those arising from curtailments

or settlements,

* The netfinance expense reflects the interest on the net defined benefit liability recognised in the group balance sheet, based

on the discount rate at the start of the year.

Remeasurements of the net defined benefit liability are recognised in full in the group statement of comprehensive income in

the yearin which they arise. These comprise:

« The impact on the liabilities of changes in financial assumptions, which are based on market conditions at the balance sheet

date, and demographic assumptions, such as life expectancy, compared with those adopted at the start of the year;

* The impact on the liabilities of actual experience over the year being different compared to the assumptions made at the start
of the year, for example, frem members choosing different benefit options at retirement or actual pension increases being

different to the pensionincrease assumption; and

» The return on plan assets being above or below the amount included in the net finance expense.

Defined contribution plans

The operating charge for the defined contribution pension plans represents the contributions payable for the year.

Amounts in the financial statements
Group income statement

The expense arising from all group retirement benefit arrangements recognised in the group income statement is shown below.

2022 2021
Yearended 31 March £m £€m
Recognised inthe income statement before specific items (note 6)
—Service cost {(including administration expenses ang PPF levy):
- defined benefit plans 67 63
~defined contribution plans 525 527
- Past service cost (M 1
Subtotal 591 591
Recognised inthe income statement as specific items (note 9)
—Costs to close BTPS and provide transition payments® for affected employees 14 21
—Interest on pensions deficit a3 18
Subtotal 107 39
Total recognised inthe income statement 698 630

a Allemployeesimpacted by the closure of the BTPS were eligible for transition payments from the dlate of closure into their BTRSS pot for a period linked to the employee’s age.

Group balance sheet

The net defined benefit liability in respect of defined benefit plans reported in the group balance sheet are set out below.

2022 2021

Assets  Liabilities Deficit? Assets Liabilities Beficit®
At 31 March £m £m £m £m £m £m
BTPS 53,465 (54,309) (844) 53,172 (562,737) (4,565)
EEPS 1,004 (1,017) (13) 934 (1,127) [193)
Other plans® 468 (754) (286) 506 (844) (338)
Total {gross of tax) 54,937 (56,080) {1,143) 54,612 {59,708) {5,096}
Deferred tax asset 190 925
Total (net of tax) (953) (4,171}

a BT is not required ta limit any pension surplus or recognise additional pensions liabitities inindividual plans as econemic benefits are available in the form of either future
refunds or reductions to future contributions. In particular, a refund of surplusis available following the gradual settlement of the liabilities over time until there are no

members remainingin the BTPS or EEPS.

b Included inthe liabilities of other plans is £115m (FY21: £146m) related to unfunded pension arrangements.
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20. Retirement benefit plans continued

Movements in defined benefit plan assets and liabilities

The table below shows the movements in the defined benefit plan assets and liabilities and shows where they are reflected in the
financial statements.

Assets  Liabilities Deficit
£m £fm £m
At 31 March 2020 53,47 {54,611) (1,140}
Service cost {including administration expenses and PPF levy) (44) (19) (63)
Past service cost - {n M
Interest on pension deficit 1,281 (1,299) (i8)
Included inthe group income statement (82)
Return on plan assets above the amount included In the group income statement 1,766 - 1,766
Actuarial (loss) arising frem changes in financial assumptions - {8,504) (8,504)
Actuarial gain arising from changes in demographic assumptions - 1,746 1,746
Actuarial gain arising from experience adjustments - 136 136
Included inthe group statement of comprehensive income (4,856)
Regular contributions by employer 17 - 17
Deficit contributions by employer 955 - 955
Includedinthe group cash flow statement 972
Contributions by employees 1 &) -
Benefits paid (2,822) 2,822 -
Other {e.g. foreign exchange) (13) 23 10
Other movements 10
At 31 March 2021 54,612 (59,708) (5,096)
Service cost (including administration expenses and PPF levy) (487) {(20) {67)
Past service credit - 1 1
Interest on pension deficit 1,085 (1,188) (93)
Included inthe group income statement (159}
Return on plan assets above the amountincluded in the group income statement 780 - 780
Actuarial gain arising from changes in financial assumptions - 2,932 2,932
Actuarial gain arising from changes in demographic assumptions - 804 804
Actuarial ({oss) arising from experience adjustments® - (1,651 (1,651)
Included in the group statement of comprehensive income 2,865
Regular contributions by employer 114 - 114
Deficit contributions by employer 1,121 - 1,121
Included inthe group cash flow statement 1,235
Contributions by employees 1 n -
Benefits paid (2,748) 2,748 -
Other {(e.g. foreign exchange) g 3 12
Other movements 12
At 31 March 2022 54,937 {56,080) {1,143)

a Primarily reflects the impact on the habilities of actualinflation being higher than assumed at the prior reporting date. There has been a broadly equivalent benefitto
inflation-linked assets from higher inflation.

Overview and governance of the BTPS

What are the benefits underthe BTPS?

Benefits earned for pensionable service prior to 1 April 2009 are based upona member’s final salary and a normal pensionable age
of 60.

Between T April 2009 and 30 June 2018, Section Band C active members accrued benefits based upon a career average re-valued
earnings (CARE) basis and a normal pensionable age of 65. On a CARE basis benefits are built up based upon earningsineach

year and the benefit accrued for each year is increased by the lower of inflation or the individual's actual pay increase in each year
toretirement.

For Section A members, benefits earned for pensionable service up to 30 June 2018 are all based upon amember’s final salary and a
normal pensicnable age of 60.
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20. Retirement benefit plans continued

Underthe BTPS rules, increases for the majority of benefits are linked to either the Retail Price Index (RPI) or the Consumer Price
Index (CPI} as summarised in the table below.

Before retirement Afterretirement
Sections A & B? Preserved benefits increase before Increases to benefits in payment are
retirement based on CPI currently based on CP!
SectionC Increases to benefits in payment are
currently based on RPl up to a maximum
of 5%

a Section A members have typically elected to take Section B benefits at retirement,

How is the BTPS governed and managed?

BT Pension Scheme Trustees Limited (the Trustee) hasbeenappointed by BT as an independent trustee to administer and manage
the BTPS on behalf of the members in accordance with the terms of the BTPS Trust Deed and Rules and relevant legislation
(principally the Pensions Acts of 1993, 1995, 2004 and 2021).

Underthe terms of the Trust Deed there are nine Trustee directors, all of whom are appointed by BT, asiliustrated below. Trustee
directors are usually appointed for a three-year term but are then eligible for re-appointment.

O Qo0 0 c ool
| oo, ra
Chairman of the Trustee directors Member nominated Trustee directors Tmployernominated Trustes direcine
Appointed by BT after consultation Appointed by 8T based on Appointed by BT. Two normally hold
with, and with the agreement of, nominations by trade unions. senior positions within the group and two
the relevant trade unions. normally held {or have held) senior

positionsin commerce erindustry.

BTPSIAS 19 assets

™y ayn . . - et . . -
L4, Critical accounting estimates and significant judgements macle when valuing our pension assets

UnderlAS 19, plan assets should be measyred at fairvalue at the balance sheet date.

The pension assets mclude guoted and unguotes inve
thatare not directly observable, whith roquire mere judgoment. The assurnntions wsed invaluing unguoted vestmoents are
affoctod by market conditions,

.

valuation procodes the balance sheet date. These valvations have been adjusted for cash movements between the pravi
saluation date ard 371 March 2022, The valuation approach and inputs for these imvestments would only be approxinate
updated whare there ware indications of significant markst movements whichwas not the case at 21 March 2022 orin 2021
The BTPS exposure to Russian assets is less than 0.1% of the BTES assets.

Arpund £2.65n of these unguoted investments are formeily vatucd perindically by the investment rmarsaar and the latest
she

G275, w
G

< has o fabvalue nf £1 Abn ot 37 WMarch 2622,
1% net e

fned benefitlabitty asitis a non-transferabls

The asset-backed funding srrengement, issusd to the BTPS 'n oy 2
is not racognised a3 a pension asset when measuring tha group’s 1AS
financial instrument issuec by the reporting entity,

Vatuation of mam cuoted investmnnis
* Coutios listed on recoanised stock exchangss are vaiued ot ciosing d prices.
= Bonds thatare rogulariv traded aro valeod ssing braker quates.

» Exchange traded derivative cortracts arevaluend based onclosing 2.d prices.
4 1 i
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20. Retirement benefit plans continued

valuation of main unouoled inpvestments

= Equities are valued using the international Privas

assumiptions &

the dizcount rate and earmings assunplions,

+ Property investments are valuod on the basis of k

significant assumptions used s thaevaluation are replal vields and cocugancy ratns.

= Bonds, including those issued by BT, that ore not reaularly traded are vaiueD by anindependent valuor using nnic
making assumptionsfor credit

b, morket risk and markot vield cusues,

+ Querthe counter derivatives are valued oy
ascumptions used inthe valuotion a0 the vi

dd curves and cost ol carry,

« Helddings mmvestmeant funds are typically v
manager, Tho significant assumption tsed

n<he valuation s the Net Assat Voluo.,

¢ Infrastructure investments are valucd by an indaperndant valuer using @ model-basod vaiuaticn such as a dis
arat the price of recen: market irarsaciions f thoy represert farvalus Wheres

ate orgd

How approarct
userd, the

ficant assumptions used in the valustion are the discount

*

The value of the iongevity Insyrance contras
under the contract {projectod by on actuory. consistont with
volue the asset are the discount rate (ncluding adjustments to

1) and the mortality assumotions.

How are the BTPS assets invested?

sleatola;

ucd at the Met Assel Value arovided by the furnd adminstirator orinveshmen

171

e Tguty and Venture Copital (1PIVC) guidelirss where the moest significant

of opor market velue by anndenendent valier using FICT guidelines, The

s independent vaiuor using cash flows discounted at market rates. The significant

Hows pavable
assumptions usadto

The Trustee regularly reviews the allocation of assets between different investment classes, taking into account current market
conditions and trends. The allocations reflect the Trustee’s views on the appropriate balance to be struck between seeking returns

and incurring risk, and on the extent to which the assets should be allocated to match babilities.

The table below shows the fair value of the BTPS assets analysed by asset category, subdivided by valuations based on a quoted

market price in an active market, and those that are not (such as investment funds).

2022° 2021
Total of which Total of which
assets fquoted® Total assets guoted® Total

At 31 March Ebn £bn % £bn Ebn %
Growth
Equities UK 0.3 0.2 1 0.3 0.3 1

Overseas developed 6.5 5.6 12 7.0 6.5 13

Emerging markets 1.0 0.9 2 1.3 1.3 2
Private Equity 1.2 - 2 1.6 - 3
Property UK 3.4 - 53 2.9 - 5

Overseas 0.8 - 2 0.8 - 2
Other growth assets Absolute Return® 1.0 - 2 1.1 - 2

Non Core Credit? 4.7 1.4 9 4.3 1.4 8

Mature Infrastructure 1.4 - 3 1.3 - 2
Liability matching
Government bonds UK 15.1 5.1 28 14.3 14.3 27
Investment grade credit Global 13.9 .7 26 141 11.5 27
Secure income assets® 2.6 - 5 21 - 4
Cash, derivatives and ether
Cash balances 2.9 - 5 1.4 - 3
Longevity insurance contract’ (1.0) - (2) (0.8) - (2)
Other? (0.3) - n 1.5 - 3
Total 53.5 349 100 53.2 353 100

a At 31March 2022, the BTPS did not hold any equity issued by the group {FY21: nil). The BTPS held £1,930m [FY21: £2,216m) of bonds issued by the group.
b Assetswith a quoted price inanactive market.
c This allocation seeks to generate a positive return in all market conditions.

d This allecationincludas a range of credit investments, including emerging market, sub-investment grade and unrated credit. The sllocation seeks to exploit investment

opportunities within credit markets using the expertise of a range of specialist investment managers.
e This allocation includes property, infrastructure and credit investments which provide a stable income to the BTPS.

f The Trustee has hedged some of BTPS s longevity risk through a longevity insurance contract whichwas entered into in 2014. The value reflects experience to date an the

contract from higher than expected deaths and movements partly offset a corresponding reduction in BTPS’s tiabilities over the same period.
g Includes collataral posted in relation to derivatives held by the BTPS.
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20. Retirement benefit plans continued
BTPSIAS 19 Liabilities

Q Critical accounting estimates and significant judgements made when valiing our pension liabilities

The measurement of the service cost and the labditinz irvolves| boutun 1 2nts 'ncluding the e expoctancy
- an pavmonts, We

What are the forecast benefits payable from the BTPS?

There were 274,000 members in the BTPS at 30 June 2021, the date of the membership data used to value the IAS 19 liabilities.
Members belong to one of three sections depending upon the date they first joined the BTPS, which impacts the benefits they are
expected to receive.

Benefits to members from the BTPS are expected to be paid over more than 60 years. Projecting future expected benefit payments
requires a number of assumptions, including future inflation, retirement ages, benefit options chosen and life expectancy and is
therefore inherently uncertain. Actual benefit paymentsin a given year may be higher or lower, for example if members retire sooner
or laterthan assumed, or take a greater or lesser cash lump sum at retirement than assumed. The liabilities are the present value of
the future expected benefit payments.

The chart below illustrates the estimated benefits payable from the BTPS, and projected liabilities, forecast using the IAS 19
assumptions. Whilst benefit payments are expected to increase aver the earlier years, the value of the liabilities is expected
to reduce.

Forecast benefits payabie by BTPS at 31 March 2022 (unaudited)

19 lizkilities (Ebn)

IAS

® Forecast benefit payments (laft axis)

® 145 19 Labilities (right axis)

The estimated duration of the BTPS liabilities, which is an indicator of the weighted average term of the liabilities, is 14 years using
the |AS 19 assumptions.

What is the breakdown of the membership and IAS 19 liabilities?
Active Deferred

members members Pensioners Total
Sections A and B liabilities (Ebn) - 55 30.7 36.2
Section C liabilit’es (Ebn) - 12.4 5.7 18.1
Total IAS 19 liabilities (Ebn) - 17.9 36.4 54.3
Total numher of members (000's) - 67 207 274

What are the key assumptions and how have they been set?
The key financial assumptions used to measure the |AS 19 liabilities of the BTPS, where the nominal rates have been rounded to the

nearest 0.05%, are shown below.,

Nominalrates (peryear) Realrates {peryear)®

At 31 March 2022 2021 2022 2021
Discountrate 2.75% 2.05% {(0.92)% (1.11)%
Inflation - average increase in RPI 3.70% 3.20% - -
inflation - average increase in CPI 3.25% 2.75% (0.43)% (0.44Y%

a The real rate is calculated relative to RPlinflation.
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20. Retirement benefit plans continued

The BTPS represents around 97% of the group’s pension liabilities. While the financial assumptions may vary for each scheme, the
nominal financial assumptions weighted by liabilities across all schemes are equal tc the figures shown in the table above {to the

nearest 0.05%).

The key demographic assumptions used to measure the A5 19 liabilities of the BTPS relate to how long members are expected to
live. Based on these assumptions, the forecast life expectancies for BTPS members aged 60 are as foliows:

2022 2021

Numbercf Numberof

At 31 March years years
Male in lnwer pension bracket (below £20,300 5.a.) 252 25.5
Male in higher pension bracket (above £20,300 p.a.) 27.3 27.6
Female 27.8 279
Average additional life expectancy for a male member retiring at age 60 in 10 years’ time 0.4 0.4

The table below summarises the approach used to set the key IAS 19 assumptions for the BTPS and key drivers for the movementin

the assumptions,

Detatl

Discount rate

IAS 19 requires that the discount rate is determined by reference to market vields at the balance sheet date on
high quality corporate bonds. The currency and term of these should be consistent with the currency and
estimated term of the pension liabilities.

The assumption is calculated by applying the projected BTPS benefit cash flows to a cerporate bond yield curve
constructed by our external actuary based on the yield on AA-rated corporate bonds.

In setting the vield curve, judgement is required on the selection of appropriate bonds to be included in the
universe and the approach used to then derive the vield curve.

The increase in the discount rate over the year reflects changes in the market yield of corporate bonds.

RPland CPI
inflation

The RP1inflation assumpticn is calculated by applying the projected BTPS benefit cash flows to aninflation
curve derived from market yields on government bonds, and making an adjustmeant far an inflation risk premium
(to reflect the extra premium paid by investors for inflation linked assets).

The CPlinflation assumptionis calculated with reference to the RPlinflation assumpticn taking into account
market forecasts and independent estimates of the expected difference.

In 2020, it was announced that RPI will be aligned with CPIH from 2030 onwards. Therefore, CPlinflation
is assurmed to be in line with RPlinflation after 2030, as historically CPland CPIH inflation have been
broadly comparable.

Before 2030, CPlinflation is assumed to be 1% lower than RPlinflation, reflecting the {atest published inflation
forecasts. At the prior reporting date CPlinflation was assumed to be 0.2% tower than RPIinflation before 2030.
This change reduced the BTPS IAS 19 liabilities by £0.2bn.

Pensionincreases

Benefits are assumed to increase in line with the RPI or CPlinflation assumptions, based on the relevant index
forincreasing benefits, as prescribed by the rules of the BTPS ancl summarised above.

Longevity

The longevity assumption takes into account:

» the actual mortality experience of the BTPS pensioners, based on a farmal review conducted at the 2020
triennial funding valuation

= future improvements in longevity based on a model published by the UK actuarial profession’s Continuous
Mortality Investigation (CMI) (updating to use the CMI 2020 Mortality Projections model, with along-term
improvement parameter of 1% peryear).

There is significant uncertainty on the impact of the Covid-19 pandemic on mortality. The default CM! 2020 model
makes no allowance for deaths in 2020, when there were higher deaths due to the Covid-19 pandemic, but
provides an additional parameter to allow users to make their own judgement of the extent to which deathsin
2020 willimpact future improvements. We have assumed a short-term slow down in life expectancy
improvements, with a neutral impact over the longer-term. Based on analysis carried cut by the CMI, this scenario
is equivalent to applying a 15% weighting on 2020 data and has reduced the BTPS1AS 19 liabilities by £0.7kn.
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20. Retirement benefit plans continued
Risks underlying the BTPS deficit

Background

Alargeincrease inour pension scheme obligations could stop us from being able to fund our business cash flows or meet our
payment commitments. Things like future low investment returns, high inflation, longer life expectancy and regulatory changes
may allmean the BTPS becomes more of a financial burden to BT.

Changes in external factors, such as bond yields, can have an impact on the IAS 19 and funding assumptions, impacting
the measurement of BTPS liabilities. These factors canalso impact the BTPS assets, The BTPS hedges some of these risks,
including interest rates, inflation, longevity and currency using financial instruments and insurance contracts with reference

to the funding liahilities.

Some of the key financial risks, and mitigations, for the BTPS are set outin the table below.

Changesin A fallin government bond yields will lead to:
overnment
gond yields « afallincorporate bondyields (assuming no changes in credit spreads), and therefore the IAS 19 discount
rate. A fallin the 1AS 19 discount rate will increase the 1AS 19 liahilities.
» anincrease in the value of government bonds, interest rate derivatives, and corporate bonds held
by the BTPS.
We estimate the change in the BTPS assets will more than offset the increase in the IAS 19 liabilities,
but only partly offset an increase in the funding liabilities.
Changesin Afallin credit spreads will lead to a falt in corporate bond vields, and therefore anincrease inthe IAS 19

credit spreacds

liabilities and a corresponding increase in asset values.

Changes ininflation

A significant proportion of the benefits paid to members are currently increased in line with RPl or

expectations CPlinflation.

Changes in average inflation expectations over the lifetime of the plan

Anincrease in average inflation expectations will lead to:

= anincrease inthe IAS 19 liabilities

= anincrease in the value of index-tinked bonds and other inflation linked assets held by the BTPS

We estimate the change in the BTPS assets will more than offset the increase inthe IAS 19 liabilities,

but only partly offset anincrease in the funding liabilities.

Changes in inflation over the next year

If inflation over the next year is lower or higher than assumed, it would lead to a fall orincrease inthe IAS 18

tiabilities. We estimate the change in asset values will broadly offset the movementin the IAS 19 liabilities.
Changesin A significant proportion of the BTPS assets are invested in growth assets, such as equities and property.
growth assets Although the BTPS has tempeorary hedges in place to partly offset the impact of afallip equity markets,

and adopts a diverse portfelio, a fall in these growth assets will lead to aworsening of the net defined
benefit liability.

Changes inlife
expectancy

Anincrease in the life expectancy of members will result in benefits being paid cut for longer, leading to
anincrease in the BTPS liabilities.

The BTPS holds a longevity insurance contract which covers around 20% of the BTPS’s total exposure to
improvements in longevity, providing long-term protection and income to the BTPS in the event that
members live longer than currently expected.

Otherrisks include: changesin legislation or regulation which impact the value of the liabilities or assets; and member take-up
of options before and at retirement to reshape their benefits.
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20. Retirement benefit plans continued

IAS 19 Scenario analysis
The potential negative Impact of the key risks is illustrated by the following five scenarios. These have been assessed by BT's
independent actuary as scenarios that might occur no more than once in every 20 years.

1-in-20 events

Scenaric 2022 2021
1. Fallin bond yields® 0.8% 1.1%
2.Increase in credit spreads® 0.7% 0.7%
3. Increase to average inflation expectations over the lifetime of the plan© 0.6% 0.7%
4.Fallin growth assets® Z0.0% 20.0%
5.Increase to life expectancy 1.00years 1.00years

a Scenaric assumes a fall in the yields on both government and corporate bonds.
b Scenaric assumes anincrease in the yield on corporate bonds, with no change to yield on government bonds.
c Scenaric assumes average RPland CPlinflation expectations over the lifatime of the plan increase by the same amount.

d Impactincludes the potentialimpact of temporary equity hedges held by the BTPS, Scenarto considers combinations of changes to the key inputs used to value the growth
assets, leading to a 20% fall in the aggregate value of the growth assets prior to temporary hedges held by the BTPS.

Theimpact shown under each scenaric looks at each event inisolation - in practice a combination of events could arise.

Impact of illustrative scenarios which might occur no more than once inevery 20 years
Scenario analysis - 1AS 19 position at 31 March 202
6.4 e (4.7)

gk

0.8 percentage point 0.7 percentage point 0.6 percentage point 20% fallin 1.00 year
fallin bond yields increasaincredit spreads increase to inflation rate growthassets Increase intife
expectancy

® increase/(decraase) in Uabilitics

& increase/(decrease) in assets

The sensitivities have been prepared using the same approach as F¥Y27 which involves calculating the liabilities and assets assuming
the change in market conditions assumed under the scenaric occurs.

BTPS funding

Triennial funding valuation

A funding valuation is carried out for the Trustee by a professionally gualified independent actuary at least every three years. The
purpose of the funding valuationis for BT and the Trustee to agree cash contributions from BT to the BTPS to #nsure the BTPS has
sufficient funds available to meet future benefit payments to members. It is prepared using the principles set out in UK Pension
legisiation, such as the 20C4 Pensions Act, and uses a prudent approach overall.

This differs from the AS 19 valuation, which is used for deriving the balance sheet and P&L figures in the Group accounts with
principles being set outin the IFRS standards, and uses a best-estimate approach overall {with the excepticn of the discount rate,
which |AS 19 requires to be based on the yields on high quality corporate bonds regardless of the investment held by the 8TPS).

The different purpose and principles lead to different assumptions being used, and therefore a different estimate for the liabilities
and deficit.

The latest funding valuation was performed as at 30 June 2020. The next funding valuation will have an effective date of no later
than 30 June 2023.
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20. Retirement benefit plans continued
The results of the two most recent funding valuations are shown below,

June 2020 June 2017
valuation valuation

£bn £bn
BTPS funding liabilities (65.3) (60.4)
Market value of BTPS assets 57.3 49.1
Funding deficit (8.0) (11.3)
Percentage of accrued benefits covered by the BTPS assets at valuation date 28% B1%
Percentage of accrued benefits on a solvency basis covered by the BTPS assets at the valuation date 1% B2%
Key assumptions -funding valuation
The most recent funding valuations were determined using the following prudent long-term assumpticns.

Nominal rates (peryear) Real rates (per year)®

June 2020  June 2017 June 20206 Juns 2017
valuation valuation valuation valuation

% % % %
Average single equivalent discount rate 1.4 2.6 (1.7} (0.8)
Average long-term increase in RP| 3.2 3.4 - -
Average long-term increase in CPI 2.4 2.4 {0.7) (1.0}

a The realrate s calculated relative to RPlinflation and is shown as a comparator.

The discount rate at 3¢ June 2020 was derived from prudent return expectations above a risk-free yield curve based on gilt and
swap rates. The discount rate reflects the investment strategy over time, allowing for the BTPS to de-risk to a pertfolio consisting
predominantly of bond and bond-like investments by 203 4. It has been set consistently with the 2017 valuation, mechanically
updated to reflect the move in swap pricing from LIBOR to SONIA, leading to a prudent discount rate of 1.4% peryear above the
risk-free yield curve in 2020, trending down to 0.8% per year above the risk-free yield curve from 2035. The assumption was
eqguivalent to using a flat discount rate of 0.9% peryear above the risk-free yield curve at 30 June 2020.

The average life expectancy assumptions at the funding valuation dates, for members 60 years of age, are as follows.

June 2020 June 2017
Number of years from vatuation date assumptions assumptions
Male in lower pension bracket 25.8 259to27.2
Male in higher pensicn bracket 28.0 28.6
Female 28,5 28.6to028.5
Average additional life expectancy for a member retiring at age 60 in 10 years’ time 0.9 0.8

Changesin the funding position (#naudited)

The Scheme Actuary has carried out an interim assessment as at 30 June 2021, estimating the BTPS’s funding pesition to have
improved from a funding deficit of £8.0bn to £4.1kn. BT and the Trustee will agree cash contributions in the usual way at the next full
triennial funding valuation, scheduled to take place as at 30 June 2023.

Changes in market conditions can have a different impact on the funding liabilities and the IAS 19 liabilities. For example, the funding
liabilities use a discount rate linked to a risk-free rate, whereas the IAS 19 liabilities use a discountrate based on corporate bond
yields (and so are affected by changes in credit spreads). The estimated impact of the scenarios illustrated on page 175 onthe

30 June 2021 interim assessment of the funding position are shown in the table below.

Scenario analysis — Funding position at 30 June 2021
8.6 Za 0.0 i 5.6 BN o0

3.4 a7

(4) 0.8 percentage point 0.7 percentage point 0.6 percentage point 20% fallin 1.00year
fallin bond yields increase in credit spreads increase to inflation rate growthassets increaseinlife
expectancy

@ increase/ (decrease) in liabilities

@ Increase/{decrease) in assets
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20. Retirement benefit plans continued

Future funding obligations and deficit repair plan

Under the terms of the Trust Deed, the group is required to have a funding plan, determined at the conclusion of the triennial funding
valuation, which is a legal agreement between BT and the Trustee and should address the deficit over a maximum pericd of 20 years.

In May 2021, the 2020 triennial funding valuation was finalised, agreed with the Trustee and certified by the Scheme Actuary. The
funding deficit at 30 June 2020 was £8.0bn. The funding deficit was agreed to be met as follows:

» £2bn met through an Asset Backed Funding arrangement (ABF) which is structured as a Scottish Limited Partnership (SLP) with
BT and BTPS as limited partners, and BT Corporate Limited as general partner. The underlying asset is a loan note issued by EE
Group Investments Limited, with an initial face value of £1.2bn. The BTPS has an entitlement to the full value of the loan note in the
eventof aninsolvency of BT.

The loan note had aterm of approximately 13 years. On or before 30 June eachyear (with a final payment in June 2033), the ABF
wilt distribute capital and interest amounting te £180m to the BTPS, provided that the BTPS was in deficit cna funding basis as at
30 June of the preceding year. If the BTPS reaches full funding at any 30 June, the payments to the BTPS will cease. The stream of
payments are financed through distributions from EE Limited and shares in EE Limited provide security over the payment stream.
No impact is expected on the day-to-day cperations of BT or EE as a result. The fair value of the BTPS investment in the ABF at the
date of investment was £1.66bn, with BT receiving tax relief on that amount spread over four years. This is calculated as the net
present value of the annual capital and interest payments, and is less than the face value of the underlying loan note reflecting the
probability of the BTPS becoming fully funded, and therefore the annual capital and interest payments to the BTPS ending before
the underlying loan note matures. Following receipt of the first £180m capital and interest payment, the fair value of the BTPS
investmeantin the ABF as at 31 March 2022 was £1.4hn.

The ABF has no impact on the gross 1AS 19 deficit in the BT Group plc consolidated accounts initially, but has reduced the deferred
tax asset recognised, as some tax relief has been received up-front. Annual capital and interest payments wilireduce the IAS 19
net defined benefit liability.

» Cash contributions over the 10 years to 30 June 2030.

Co-investment vehicle

BT and the Trustee agreed a co-investment vehicie at the 30 June 2020 valuation which provides BT with some protection against
the risk of overfunding by allowing money to be returned to BT if not needed by the BTPS, enabling BT to provide upfront funding
with greater confidence.

BT has the option to pay deficit repair plan payments after 30 June 2023 into the co-investment vehicle (which is a SLP separate to
the SLP used for the ABF), which will be invested asif part of the overall BTPS investment strategy. The value of the assets held in the
vehicle are included in the assets of the BTPS for the purposes of calculating both the funding deficitand the IAS 19 net defined
benefit tiability.

To the extent there is a funding deficit at 30 June 2034, the co-investment vehicle will pay funds to the BTPS. BT will receive tax relief
on funds paid at this point, rather than in the year when funds are paid frem BT into the vehicle.

Any remaining funds in the co-investment vehicle will then be returned to BT in three annual payments in 2035, 2036 and 2037,
unless the BTPS has subsequently moved inte funding deficit or the Trustee, acting prudently but reasonably, decides to defer or
reduce these payments.

At 31 March 2022, there were less than £1m of assetsin the co-investment vehicle.

Future funding commitment
At the 2020 valuation, BT agreed additional contributions will be automatically payable in the event the deficit repair planis no
longer sufficient to meet the funding deficit.

Should an annual update of the funding position reveal that the BTPS has fallen more than £1bn behind plan, BT willcommence
additional payments of between £150m to £200m peryear. The payments will stop once the funding deficit at a future annual update
has improved such that the remaining deficit repair plan is sufficient to meet the funding deficit. Payments can switch-on again if the
funding deficit position subsequently deteriorates.

The first annual test was carried out as at 30 June 2021, This showed that the deficit repair plan was still sufficient to meet the
funding deficit, and hence no additional contributions were required. The next annual test will be carried out as at 30 June 2022.

Any additional contributions under this agreement cease by 30 June 2034,
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nefit plans continued

These payments are set outin the table below.

Year to 31 March

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2032 2024
Cash provided by BT 8002 610° 60Q0° 600" 600° 600" B00° &00- 500¢ - - -
Cash provided by ABF
structure 180 180 180 180 180 180 180 180 180 180 180 180
Total 280 790 780 780 780 780 780 780 680 180 180 180

a £400m due by 30.June.
b £600m duc by 30 June,

¢ £490m of each payment due by 30 June. £10m is directly payabte to the BTPS, and BT has the option te pay remaining amounts into the co-investment vehicle.

Other protections

BT has agreed to provi

de the Trustee with certain protections to 2035, or until the deficit caiculated using the long-term discount

rate, currently 0.8% per year above the risk-free yield curve, (Protections Deficit) has reduced below £2bn. A £2bn deficit on this
measure is currently broadly equivalent to a nil funding deficit. The pretections include:

Feature

Detail

Shareholder
distributions

BT will provide additional payments to the BTPS by the amount that shareholder distributions exceed a
threshold. For the three years following the 2020 valuation, the threshold allows for 10% per year dividend
per share growth based on dividends restarting at 7.7p per share in 2021/22.

BT has agreed to implement a similar protection at each subsequent vailuation, with the terms to be
negotiated at the time.

BT will consult with the Trustee if:
» it considers share buybacks for any purpose other than relating to employee share awards;

+ it considers making any shareholder distributions in any of the next 3 years if annual normalised free cash
flow of the Group is below £1bn in the year and distributions within the year would be in excess of 120% of
the above thresheld; or

+ it considers making a special dividend.

Material corporate
events

Inthe event that BT gererates net cash proceeds greater than a threshold from dispesals (net of acquisitions)
in any financial year, BT will make additional contributions to the BTPS. The threshold is £750m until 30 June
2023, and £1bn thereafter (increased by CPI from 30 June 2020).

The amount payable is one third of the total net cash proceeds, or the amount by which the Protections
Deficit exceeds £2bn if lower.

BT will consult with the Trusteeif:

+ jt considers making acquisitions with a total cost of more than £1.0bn inany 12-month period;

it considers making disposals of more than £1.0bn;

it considers making a Class 1 transaction (acquisition or disposal);

itis likely to be subject to a takeover offer; or

there isany other material corporate or third-party events which may have a material detrimentalimpact
on BT’s covenant to the BTPS, and BT will use best endeavours to agree appropriate mitigation

This obligation is on-going until otherwise terminated.

Negative plecge

A negative pledge that future creditors will not be granted superior security to the BTPS in excess of a £0.5bn
threshold, to cover any member of the BT group. Business as usual financing arrangements are not included
within the £0.5bn threshold.
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20. Retirement benefit plans continued
Inthe highly unlikely event that the groun were to become insolvent there are additional protections of BTPS members’ benefits:

Feature Detail

Crown Guarantee The Crown Guarantee was granted by the Government when the group was privatised in 1984 and would only
come into effect upon the insolvency of BT.

The Trustee brought court proceedings to clarify the scope and extent of the Crown Guarantee. The Court of
Appeal judgement on 16 July 2014 established that:

= the Crown Guarantee covers BT's funding obligation in relation to the benefits of members of the BTPS
who joined post-privatisation as well as those who joined pre-privatisation (subject to certain exceptions)

= the funding abligation to which the Crown Guarantee relates is measured with reference to BT's obligation
to pay deficit contributions under the rules of the BTPS.

The Crown Guarantee is not taken into account forthe purposes of the actuarial valuation of the BTPS and is
an entirely separate matter, enly being relevant in the highly unlikely event that BT became insolvent.

Pension Protection  Further protection is also provided by the PPF which is the fund responsible for paying compensation in
Fund {PPF) schemes where the employer becomes insclvent.

Other benefit plans

EEPS
The EEPS is the second largest defined benefit plan sponsored by the group. It has a defined benefit section that is closed to future
accrual, with liabilities of around £1.0bn, and a defined contribution section with around 8,000 members.

At 31 March 2022, the defined benefit section’s assets are invested across a number of asset classes including glebal equities (26%),
property & illiguid alternatives {31%), an absolute return portfolio {17%) and a liability driven investment portfolio (26%).

A triennial valuation of the defined benefit sectionas at 31 December 2021 is currently underway. The previous triennial valuation
was performed as at 31 December 2018 and agreed in March 2020. This showed a funding deficit of £161m. The group is scheduted
to contribute £3.3m each month until 31 July 2022,

BTRSS
The BTRSS is the largest defined contribution plan maintained by the group with around 66,000 active members. In the year to
31 March 2022, £469m of contributions were payable by the group to the BTRSS.

BTHS
The BTHS combines elements of both defined benefit and defined contribution pension plans. At 31 March 2022 it had IAS 19
liabilities of around £45m and £9.9m of contributions were payable by the group to the BTHS.

21.0Ownshares

@Significantaccounting policies that apply to ownshares

Own shares are recorded at cost and deducted from equity. When shares held for the beneficial ownership of employees vest
unconditionally or are cancelled they are transferred from the own shares reserve to retained earnings at their weighted average cost.

Employee share
Treasury shares® ewnership trust® Total

millions £m millions Em millions £m
At 1April 2020 86 (223) 7 (14) 93 (237)
Own shares purchased® - - 1 (14) i1 (14}
Yourshare issue (35) 20 - - (35) a0
Share options exercised® - 1 - - - 1
Share awards vested - - ()] 17 9 17
At 31 March 2021 51 (132} 9 11 80 {143)
Own shares purchased® - - 114 (210) 114 (210)
Yourshare issue (1) 2 (18) 34 {19) 36
Share options exercised® {3 22 - - (9) 22
Share awards vested - - (1) 21 {11) 21
At 31 March 2022 41 {108) 94 (166) 135 (274)

a At31 March 2022, 41,429,938 shares (FY¥21: 50,724,597 2) with anaggregate nominal value of E2m {FY21: E3m} were held at cost astreasury shares and 94,120,883 shares
(FY21:9,172,675) with an aggregate neminal value of £5m (FY21: Enil) were held inthe Trust,

b See group cash flow statement. The cash paidfor the repurchase et erdinary shares was £184m (FY21: £14m), 15m shares (FY21: nif} were purchased via a forward contract,
Thecashreceived for proceedson the issue of treasuryshareswas E13m (FY21; £1m}.
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21. Own shares continuad

The treasury shares reserve represents BT Group plc shares purchased directly by the group. The BT Group Employee Share
Ownership Trust (the Trust) also purchases BT Group plc shares.

The treasury shares and the shares in the Trust are being used to satisfy our obligations under employee share plans, further details
of which are provided in note 22.

22.Share-based payments

@S“igniﬁcant accounting policies that apply to share-based payments

We operate a number of equity-settied share-based payment arrangemaents, under which we receive services from employees
in consideration for equity instruments {share options and shares) of the group. Equity-settied share-based payments are
measured at fair value at the date of grant. Market-based performance criteria and non-vasting conditions (for example, the
reqguirement for empleyees to make contributions to the share purchase programme) are reflected in this measurement of fair
value. The fair value determined at the grant date is recognised as an expense on a straight line basis over the vesting period,
based on the group’s estimate of the options or shares that will eventually vest and adjusted for the effect of non market-based
vesting conditions. Fair value is measured using either the Binomial options pricing model or Monte Carlo simulations,
whichever is mote appropriate to the share-based payment arrangement.

Service and performance conditions are vesting conditions. Any other conditions are non-vesting conditions which have to be
taken into account to determina the fair value of equity instruments granted. In the case that an award or option does not vest as
aresult of a failure to meet a non-vesting condition that is within the control of either counterparty, thisis accounted foras a
cancellation, Cancellations are treated as accelerated vesting and all remaining future charges are immediately recognised in
the income statement. As the requirement to save under an employee saveshare arrangement is a non-vesting condition,
employee cancellations, other than through a termination of service, are treated as an accelerated vesting.

No adjustrment is made to total equity for awards that lapse or are forfeited after the vesting date.

2022 2021
Year ended 31 March £m £m
Employee saveshare plans 29 38
Yourshare 28 18
Executive share plans:
Incentive Share Plan (ISP) 14 (8)
Deferred Bonus Plan {DBP) " 10
Retention and Restricted Share Plans (RSP) 26 14

108 72

What share incentive arrangements do we have?

Our plans include savings-related share option plans for employees and those of participating subsidiaries and several share plans
for executives. All share-based payment plans are equity-settied. Details of these plans are set out below.

Employee Saveshare Plans

Under an HMRC-approved savings-related share option plan, employees save on a monthly basis, over a three or five-year period,
towards the purchase of shares at a fixed price determined when the optionis granted. This price is set at a 20% discount to the
market price for five-year plans and 10% for three-year plans. The options must be exercised within six months of maturity of the
savings contract, otherwise they lapse. Similar plans operate for our overseas employees. The scheme did not operate in FY22.

Incentive Share Plan (ISP)

Participants are entitled to shares under the ISP in full at the end of a three-year period only if the group has met the relevant
pre-determined corporate performance measures and if the participants are stillemployed by the group. The last ISP award was
granted in 2019. For thisaward, 40% of each award is linked 1o a total shareholder return (TSR) target foracomparator group of
companies from the beginning of the relevant performance period; 40% is linked to a three-year cumulative normalised free cash
flow measure; and 20% to growth in underlying revenue.

The cash flow and revenue targets under the 2019 ISP were adjusted in FY22 to reflect acguisitions and divestments durihg the
three-year period to ensure performance is being measured on a like-for-like basis. This resulted in a charge of £14m for the year
(FY21: credit of £8m).

Deferred Bonus Plan (DBP)
Awards are granted annuzlly to selected employees. Shares in the group are transferred to participants at the end of three years if
they continue to be employed by the group throughout that period.

Retention and Restricted Share Plans (RSP)
Awards are granted to selected employees. Shares in the group are transferred to participants at the end of a specified retention or
restricted period if they continue to be employed by the group throughout that peried.
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In June 2021, all eligible employees of the group were awarded £500 of BT shares (FY21: £500). The shares will be held in trust fora
3 year vesting period after which they will be transferred to employees, providing they have been continuously employed during that

time. A similar plan operates for overseas employees.

Under the terms of Yourshare and the executive share plans, dividends are reinvested in shares that are added to the relevant share

awards.

Employee Saveshare Plans
Mevements in Employee Saveshare options are shown helow.,

Number of

share options

Weighted average
exercise price

2022 2021 2022 2021
Year ended 31 March millions millions pence pence
QOutstanding at 1 April 414 214 121 202
Granted - 283 - 85
Forfeited {41} (59) 127 175
Exercised {9 - 152 85
Expired (22} (24) 229 277
Qutstanding at 31 March 342 414 113 121
Exercisable at 31 March - - - 282

The weighted average share price for all options exercised during FY22 was 185p (FY21: 134p).

The following table summarises information relating te options cutstanding and exercisable under Employee Saveshare plans at

31 March 2022.

Weighted

average

Number of remaining

Weighted outstanding contractual

Exercise price average options life

Normaldates of vesting and exercise (hased on calendar years) pershare exercise price millions {months}
2022 164p~243p 201p 36 10
2023 82p-170p 108p 102 22
2024 164p 164p 44 34
2025 82p 82p 160 46
Total 113p 342 34

Executive share plans

Movements in executive share plan awards are shown below:

Number of shares millions)

ISP DBP RSP Total
At 1 Aprii 2020 91 12 13 116
Awards granted - 10 41 51
Awards vested - (2) (&) (8)
Awards lapsed (28) - 1 (26)
At 1 April 2021 66 20 47 133
Awards granted - 7 23 30
Awards vested - 4 (73 (1
Awards lapsed (35) (M (5) €42)
Dividend shares reinvested - - 1 1
At 31 March 2022 31 22 58 111
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22.Share-based payments continued

Fairvalues

The following table summarises the fair values and key assumptions used for valuing grants made under the Employee Saveshare
plansin F¥Y21. There were no grants under Employee Saveshare in FY22.

Employee
Year ended 31 March 2021 Saveshare
Weighted average fair value 23p
Weighted average share price 11dp
Weighted average exercise price of options 85p
Expected dividend yield 5.19% - 6.49%
Rislc free rates -0.001% -C.11%
Expected volatility 28.33%-2B.39%

Employee Saveshare grants are valued using a Binomial opticns pricing model. Awards under the 1SP were valued using Monte Carlo
simulations. TSRs are generated for BT and the comparator group at the end of the three-year performance period, using each
company’s volatility and the cross correlation between pairs of stocks. There were no ISP awards granted in FY21 or FYZ2.

Volatility has been determined by reference to BT’s histarical volatility which is expected to reflect the BT share price in the future.
An expected life of six months after vesting date is assumed for Employee Saveshare options. For all other awards the expected life is
egual to the vesting period. The risk-free interest rate is based on the UK gilt curve in effect at the time of the grant, for the expected
life of the option or award.

The fair values for the DBP and RSP were determined using the market price of the shares at the grant date. The weighted average
share price for DBP awards granted in FY22 was 203p {FY21: 117p) and for RSP awards granted in F¥22 was 201p (FY21: 103p).

23. Divestments and assets & iabilities classified as held for sale

g]signiﬁcant accounting policies that apply to divestments and assets & liabilities classified as held for sale

i

We classify non-current assets or a group of assets and associated liabilities, together forming a disposal group, as ‘held for sate
when their carrying amount will be recoverad principally through disposal rather than continuing use and the sale is highly
probable. Sale is considered to be highly probable when management are committed to a plan to sell the asset or disposal
group and the sale should be expected to qualify for recaognition as a completed divestment within one year from the date of
classification. We measure non-current assets or disposal groups classified as held for sale at the lower of their carrying amount
and fair value less costs of disposal. intangible assets, property, plant and equipment and right-of-use assets classified as held
for sale are not depreciated or amortised.

Lipon completion of a divestment, we recognise a profit or loss on disposal calculated as the difference between (i) the
aggregate of the fair value of the consideration received and the fair value of any retained interest less costs incurredin
disposing of the asset or disposal group and (i} the carrying ameunt of the asset or disposal group (including goodwitl).
The profit or loss on disposalis recognised as a specific item, see note 9.

In the event that non-current assets or disposal groups held for sale form a separate and identifiable majer line of business,
the results for both the current and comparative pericds are reclassified as ‘discontinued operations’.

Divestments
During the year we completed the dispeosals of Diamond IP, a non-core software business in America, and certain business units
in ltaly serving customers in the public administration and SME sectors, recording a combined net gain of £35m.

In FY21 we recorded a net gain of £80m on disposal of our domestic operations in Spain, acombined net loss of £11mon the
disposals of our domestic operationsin France and Latin America, and a net loss of £4m relating to the disposal of a number
of otherbusinesses.

The divestment of these operations is in line with our long-term strategy. The disposals in the current or prior year have net been
rectassified as discontinued operations as they do not meet our definition of a separate major line of business,
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23. Divestments and assets & liabilities classified as held for sale continued

The net consideration recognised on completion of these divestments was as follows:

2022 2021
£m £m
intangible assets (including goodwill) 12 37
Property, plant and equipment 6 39
Right-of-use assets 1 38
Othernen-current assets 1 3
Current assets 26 15%
Liabilities (1R) (199)
Net assets of operations disposed® 31 77
Less: recycling from translation reserve® {1 (23)
Netimpact on the consolidated balance sheet 30 54
Profit on disposal® 41 65
Net consideration 71 119
Satisfied by
Proceeds received inthe year per the cash flow statement 76 164
Adjustments to non-cash consideration? {2) (25)
Costs of disposal® {3) 20)
Net consideration 71 119

a FY21 assets are stated afterimpairment charge booked on held for sale classification in FY20 on the France and Latin America divestments,

b Cumulative translation differences previously held in equity and recycled to the income statement endispesal of foreign operations.

¢ FY22 profit on disposal includes true-ups on divestments completed in prior years. The net gain is fully recognised as specific items, see note 8.

d Includes pravisions for proceeds to be paid back to the purchaser through deferred or contingent payments or where negotiations on post-completion purchase price
adjustments were ongoing at the end of the year,

e E1m (FY21: £13m) disposal costs have been paid and are included within cash flows from operating activities in tha cash flow statement. The remaining £2m (FY21: £7m)
costs were accrued for at the end of the year,

Assets and liabilities held for sale

At 31 March 2022, the group had one disposal group held for sale, BT Sport, which was previcusly held within the Consumer
segment. No other disposal groups were classified as held for sale during FY27 or FY22.

BT Sport

In May 2022 we reached an agreement with Warner Bros. Discovery (Discovery) to create a sports joint venture (JV) combining BT
Sport and Discovery’s Furosport UK business into a separate legal entity with both BT and Discovery each holding a 50% interest and
equal voting rights. The production and operational assets of BT Sport will transfer to, and become a wholly owned subsidiary of,
Discovery who will manage and cperate the production of the sport content.

Discovery will have the option to acquire BT’s 50% interest in the JV at specified points during the first four years of the JV. The price
payable under the Call Option will be 50% of the JV, at a price to be determined at the time, plus any unpaid fixed consideration and
remaining earn-out as described below. If the Call Option is not exercised, BT will have the ability to exit its shareholdingin the JV
either through a sale or IPO.

At completion of the transaction, BT is expected to lose control of the BT Sport cperations and the group’sinterest in the combined
business is expected to be classified as a Joint Venture under IFRS 11 based on the assessment of ownership and joint control over
the key decisions of the JV (50/50 with Discovery) established through the joint venture agreement. BT will enter into a distribution
agreementwith the JV to procure the sport content required to continue to supply our existing broadband, TV and mobile
customers. BT's agreement with the JV will extend beyond 2030 and for the first four years includes a minimum revenue guarantee
of approximately £500m perannum, after which the agreement will change to a fully variable arrangement.

BT Sport’s distribution agreement with Virgin Media will transfer into the JV, and the JV will also enterinto a new agreement with
Sky extending beyond 2030 to provide for its distribution of the JV’s combined sports content. BT will aiso enterinto a distribution
agreement with Discovery to provide discovery+, the non-fiction entertainment streaming service toits direct BT TV and

BT Spert customers.

The transaction is subject to regulatory approval, but it is expected to conclude by the end of 2022 and meets the held for sale
criteria per IFRS 5. Accordingly, the asset and liabilities of the BT Sport disposal group have been classified as held for sale at
31 March 2022,

The assets of the disposal group have been tested forimpairment under existing relevant standards immediately prior to
classification as held for sale with ne impairment recognised.
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23. Divestments and assets & liabilities classified as held for sale continued

Asthe estimated fair value from the joint venture transaction, net of any costs incurred or liabilities recognised, is higher than the
carrying value of the disposal group, no 'Impairment has been recognised subsequent to classification as held for sale. We used the
discounted cash flows due to BT from fixed consideration of £33m payable in four instalments over the next three years and variable
consideration whereby BT will be issued with redeemable preferred shares in the JV which will entitle BT to receive an earn out from
the JV of up to approximately £540m over the first four years post completion subject te certain conditions being met, plus a potential
exit value from the sale of the group’s 50% interest, as total gross consideration. BT’s obligation under the minimum revenue
guarantee in the distribution agreement has been treated as a reduction te the fair value of the consideration in the impairment test.
The inputs inte the fair value calculation are classified as Level 3 on the fair value hierarchy and supported by internal valuation models
over which we have applied sensitivities oh the future cash flows from the JV and the trading multiples for the exit valuation.

BT Sport has not been reclassitied as a discontinued operation as it does not meet our definition of a separate major line of business.

The BT Sport disposal group comprises the following assets and liabilities:

2022
At 31 March £m
Assets
Intangible assets® 55
Property, plant and equipment 13
Right-of-use assets 2
Trade and cther receivables 10
Assets held far sale® 80
Liabitities
Trade and other payables 38
Lease liabilities 2
Liabilities held for sale 40

a Intangible assets includes goodwill of £51mthat has beenallocated to the disposal group ona relative value approach as per IAS 36.

b £310m of programme rights relating to sports broadcasting rights acquired for the BT Sport operations have not been reclassified to held for sale as the carrying amount of
these assets is expected to be recovered principally through centinuing use before completion of the transaction.

24. Investments

5 Significant accounting policies that apply to investments

Investments classified as amortised cost

These investments are measured at amortised cost. The carrying amount of these balances approximates to fair value. Any gain
or loss on derecognition is recognised in the income statement.

Investments classified as fair value through profit and loss

These investments are initially recognised at fair value plus direct transaction costs. They are re-measured at subsequent
reporting dates to fair value and changes are recognised directly in the income statement.

Equity instruments classified as fair value through other comprehensive income

We have made an irrevocable election to present changes in the fair value of equity investments that are not held for trading in
other comprehensive income. All gains or losses are recognised in other comprehensive income and are not reclassified to the
income statement when the investments are disposed of, aside from dividends which are recognised in the income statement
when ourright to receive payment is established. Equity investments are recorded in non-current assets unless they are
expected to be sold within cne year.

2022 2021
At 31 March £m fm
Non-current assets
Fair value through other comprehensive income 34 20
Fair value through profit or loss - i
Total non-currentasset investments 34 31
Current assets
Investments held at armortised cost 2,679 3,652
Current assetinvestments 2,679 3,652

Investments held at amortised cost relate to money market investments dencminated in sterling of £2,225m (FY21: £3,171m),
in euros of £436m (FY21: £456m) and in US dollars of £18m (FY21: £25m). Within these amaounts are investments in liquidity funds
of £1,912m (FY21: £3,570m), £67m collateral paid onswaps (FY21: £82m) and repurchase agreements £700m (FY21: £nilj.
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24. Investments continued
Fair value estimation

Total held
Fair value hierarchy Level 1 Level2 Level3 atfairvalue
At 31 March 2022 Em Em Em Em
Non-currentand current investments
Fair value through other comprehensive income 4 - 30 34
Total 4 - 30 34

Total hetd
Fair value hierarchy Level1 Level 2 Level 3 atfairvalue
At 31 March 2021 £m Em Em Em
Non-current and current investments
Fair value through other comprehensive income - - 20 20
Fair value through profit cr loss 1 - - 1
Total 1 - 20 31

The three levels of valuation methodology used are:
Level 1 —uses quoted prices in active markets for identical assets or liabilities.
Level 2 —uses inputs for the asset or liability other than quoted prices that are observable either directly or indirectly.

Level 3 -usesinputs for the asset or liability that are not based on observable market data, such as internal models or other
valuation methods.

Level 3 balances consist of investments classified as fair value through other comprehensive income of £30m (FY21: £20m) which
represent investments in a number of private companies. |f specific market data is not available, these investments are held at cost,
adjusted as necessary for impairments, which approximates to fair value.

25. Cash and cash equivalents

@Signﬁficant accounting policies that apply to cash and cash equivalents

Cash and cash equivalents comprise cash in hand and current balances with banks and similar institutions, which are readily
convertible to cash, are subject to insignificant risk of changes in value and have an original maturity of three months or less,
All are held at amortised cost on the balance sheet, equating o fair value.

Far the purpese of the consolidated cash flow statement, cash and cash eqguivalents are as defined above net of outstanding
bank overdrafts. Bank overdrafts are included within the current element of loans and other borrowings (note 26).

2022 2021
At 31 March £m £m
Cash at bank and in hand 324 3N
Cash equivalents
LK deposits 353 601
Indian rupee deposits 20 23
Other deposits 10 5
Total cash equivalents 453 629
Total cash and cash equivalents 777 1,000
Bank overdrafts (note 26) (85) (104}
Cash and cash equivalents perthe cash flow statement 692 896

Cash and cash equivalents include restricted cash of E24m (FY21: £38m), of which £22m (FY21: £28m) was held in countries where
local capital or exchange controls currently prevent us from accessing cash balances. The remaining balance of £2m (FY21: £9m)
was held in escrow accounts, or in commercial arrangements akin fo escrow.,
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26. Loans and other borrowings

gsignificant accounting policies that apply to loans and other borrowings

We initially recognise loans and other borrowings at the fair value of amounts received net of transaction costs. They are
subsequently measured at amortised cost using the effective interest method and, if inctuded in a fair value hedge relationship,
are re-valued to reflect the fair value movements on the associated hedged risk. The resulting amortisation of fair value
movements, on de-designation of the hedge, is recognised in the income statement.

What’s our capital management policy?

The objective of our capital management policy is to target an overall level of debt consistent with cur credit rating target while
investing in the business, supporting the pension scheme and meeting our distribution policy. In order to meet this objective, we may
issue or repay debt, issue new shares, repurchase shares, or adjust the amount of dividends paid to shareholders. We manage the
capital structure and make adjustments to it accordingly to reflect changes in econemic conditions and the risk characteristics of
the group. The Board regularly reviews the capital structure. No changes were made to these objectives and processes during FY22,
For details of share issues and repurchases in the year see note 21.

Our capital structure consists of net debt and shareholders’ eguity. The analysis below summarises the components which we
manage as capital.

2022 2021
At 31 March Em £Em
Net debt 18,009 17,802
Total parent shareholders’ aquity® 15,274 11,650
Capital structure 33,283 29,452

a Excludes non-controlling interests of £22m [FY21: £20m).

Net debt and net financial debt

Net debt consists of loans and cther borrowings and lease liabilities, less current asset investments and cash and cash equivalents,
including items which have been classified as held for sale on balance sheet.

Our net debt calculation starts from the expected undiscounted cash flows that should arise when our financial instruments mature.
Currency denominated balances within net debt are translated to sterling at swapped rates where hedged. Fair value adjustments
and accrued interest applied fo ioans and other borrowings, current asset investments and cash equivalents to reflect the effective
interest method are removed. Net financial debt is net debt excluding lease liabilities.

Net debt and net financial debt are considered to be alternative performance measures as they are not defined in {FRS. The most
directly comparable IFRS measure is the aggregate of loans and other borrowings and (ease liabilities {current and non-current),
current asset investments and cash and cash eguivalents. A reconciliation from these IFRS measures to net debt and net financial
debtis given below.

2022 2021

At 31 March Notes £m Em
Loans and other borrowings? 16,185 16,685
Lease liabilities 15 5,760 6,152
Net liabilities classified as held for sale® 23 2 -
Less:
Cash and cash equivalents 25 (777) (1,000}
Current asset investments 24 {2,679) (3,652)

18,491 18,185
Adjustments:
To retranslate debt balances at swap rates where hedged by currency swaps® (2349) (142)
To remove accrued interest applied to reflect the effective interest method and fair value
adjustments (248) (247m)
Net debt 18,009 17,802
Lease liabilities (5,760) (6,152)
Lease liabilities ¢lassified as held for sale® (2) —
Net financial debt 12,247 11,650

a Includes overdrafts of E85mat 31 March 2022 (21 March 2021: £104m).
b There arelease liabilities classified as hald for sale, referto nate 23,
¢ The translation difference between spot rate and hedged rate of loans and borrowings denominated inforeign currency.
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26. Loans and other borrowings continued
The table below shows the key components of net debt and the increase of £207m this year.
At Transfer At
31 March Cash Net lease Foreign to within Other 3t March
2021 flows additions® exchange ane year movemeants? 2022
£m Em £m £m £m £m £m
Leans and other borrowings due within
one year®? 91 {1,421) - 59 1,341 {17} 873
Lease liabilities due within one year 730 (792) - - 857 - 795
Loans and other borrowings due after
ane year 15,774 743 - 71 {1,341 65 15,312
Lease liabilities due after one year 5,422 - 397 3 [857) - 4,965
Liabilities classified as held for sale - - - - - 2 2
Impact cf cross-currency swaps® (142) - - (92) - - (234)
Removal of the accrued interest and fair
value adjustments (242) - - - - (9) (251)
Gross debt* 22,453 (1,470) 397 a1 - a1 21,462
Less:
Cash and cash ecuivalents (1,000} 226 - (3} - - (777)
Current asset investments (3,652} 970 - 3 - - (2,679)
Removal of the accrued interest 1 - - - - 2 3
Net debt 17,802 {274) 397 a1 - 43 18,00¢
At Transfer At
31 March Net lease Foreign to within Other 31 March
2020 Cash aaditions®  exchange oneyear movements® 2021
£m flows £m £m £m Em £m £m
Loans and other borrowings due within
one year® 2,842 (1,731 - (179) - 2N 91
Lease liabilities due within one year 812 (924) - - 842 - 730
Loans and other borrowings due after
aneyear 16,492 - - (742) - 24 15,774
Lease liabilities due after one year 5,748 - 543 (27) (842) - 5,422
Liabilities classified as held for sale 62 - - - - (62) -
Impact of cross-currency swaps® (1,049) - - o007 - - (142)
Removal of the accrued interest and fair
value adjustments (257) - — - - 15 (242)
Gross debt® 24,650 (2,655) 543 4mn (44) 22,453
Less:
Cash and cash equivalents (1,549) 532 — 15 - 2 (1,000)
Current asset investments (5,092) 1,421 - 19 — - (3,652)
Assets classified as held for sale (43) 43 — - - - -
Removal of the accrued interest 3 - - - - (2) 1
Net debt 17,969 (659) 543 (7 - (44) 17,802

a Netlease additions are net non-cash movements inlease liabilities during the period, and primarily comprise new and terminated leases, remeasurements of existing leases

and lease interest charges.
b Includes accrued interest and bank overdrafts.

¢ Translation of debt balances at swap rates where hedged by cross-currency swaps.

d Other movements include remaval of accrued interest applied to reflect the effective interest rate method, removal of fair value adjustments and movemants relating to

held forsale assets and liabilities {see note 23).

& Cash flows from gross debt of £1,470m outflow (FY21: £2,655m outflow) inciude repayment of borrowings £1,374m (FY21: £1,762m outflow), proceeds frombank loans and
bonds £744m inflow (FY21: nil}, cash flows from collateral received £29m outflaw (FY21: £490m outflow), payment of lease liabilities £559m cutflow (FY21; £782m outflow),

interest paid on lease liabilities £133m outflow (FY2 1 £142m outflow), and change in bank overdraft £19m outflow (FY21: £70m outflow).
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26. Loans and other borrowings continued
The table below gives details of the listed bonds and other debt.

2022 2021
At 31 March £m £m
0.5% €575m bond due June 20224 - 491
1.125% £1,100m bond due March 2023 - 936
0.875% £500m bond due September 20232 423 426
4.5% LUS$675m bend due December 2023 520 496
1% €575m bond due June 20242 489 493
1% €1,100m bond due Movember 20242 929 a35
3.503% £250m index linked bond dus April 2025 468 449
0.5% €650m bond due September 20252 549 553
1.75% €1,300m bend due March 20262 1,098 1,106
1.5% €1,150m bond due June 20272 977 984
2.125% €500m bond due September 20282 425 428
5.125% US$700m bond due December 20282 537 512
5.75% £600m bond due December 2028 680 690
1.125% €750m bond due September 20292 631 635
3.25% LI5%1,000m bond due November 20292 762 726
9.625% LISS2,670m bond due December 2030° (minimum 8.625%") 2,077 1,981
3.125% £500m bond due November 2031 503 503
3.64% £330m bond due June 2033 339 339
1.613% £330m index linkad bond due June 2033 362 347
6.375% E£500m bond due June 2037 523 522
3.883% £330m bond due June 2039 340 340
1.739% £330m index linked bond due June 2039 363 348
3.924% £340m bond due June 2042 350 350
1.774% £340m index linked bond due June 2042 374 358
3.625% E250m bond due November 2047 250 250
4.25% US$500m bond due November 20492 383 366
1.874% €500m hybrid bond due August 20802¢ 426 429
4.250% $500m hybrid bond due November 208 72« 383 -
4.875% $500m hybrid bond due November 2081°< 384 -
Totallisted bonds 15,545 15,0932
Otherloans 555 588
Bank overdrafts (note 25) 85 104
Total otherloans and borrowings 640 692
Totalloans and other borrowings 16,185 16,685

a Designated in a cash flow hedge relationship,

b Theinterest rate pavable onthis bond attracts an additional ©.258% for rating categery downgrade by either Moody's or Standard & Poor’s to the group’s senior unsecured
debt below A3/A~respectively. Inaddition, if Moody’s or Standard & Poor’s subseguently increase the ratings then the interest rate willbe decreased by 0.25% foreach
rating category upgrade by either rating agency. In no eventwill the interest rate be reduced below the minimum rrate reflected in the above table.

¢ Includes call options between 3 Syearsand 8.5 years,
d Bondredeemed in March 2022.

Unless previously designated in a fair value hedge relationship, all loans and other borrowings are carried on our balance sheet and in
the table above at amortised cost. The fair value of listed bonds is £16,750m (FY21: £18,554m).

The fair value of our listed bonds is estimated on the basis of quoted market prices (Level 1).
The carrying amount of other loans and bank overdrafts equates to fair value due to the short maturity of these items (Level 3.

The interest rates payable on loans and borrowings disclesed above reflect the coupons on the underlying issued loans
and borrowings and not the interest rates achieved through applying associated cross-currency and interest rate swaps
inhedge arrangements.

The group does not have any listed bonds that are exposed to any benchmark interest rates that are impacted by the Interest Rate
Benchmark reform. Overdraft arrangements have transitioned onto Alternative Reference Rates (ARRs) where applicakble.
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26. Loans and other borrowings continued

Loans and other borrowings are analysed as fotlows:

2022 2021
At 31 March £m Em
Current liabilities
Listed bonds 233 219
Other loans and bank overdrafts? 640 692
Total current liabilities 873 91
Non-current liabilities
Listed bonds 15,312 15,774
Total non-current liabilities 15,312 15,774
Totalloans and other borrowings 16,185 16,685

a Includes collateral received on swaps of £555m {FY21: £588m).

The carrying values disclosed in the above table reflact balances at amortised cost adjusted for accrued interest and fairvalue
adjustments to the relevant loans or borrowings. These do not reflect the final principal repayments that will arise after taking
account of the relevant derivatives in hedging relationships which are reflected in the table betow. All borrowings as at 31 March
2022 were unsecured.

The principal repayments of loans and borrowings at hedged rates amounted to £15,700m (FY21; £16,301m) and repayments fall
due as follows:

2022 2021
Effectof Principal Effectof Principal
hedging repayments hedging repayments
Carrying and  athedged Carrying and  athedged
amount interast rates amount interest rates
At 31 March £m Em £m £m £m Em
Within one year, or on demand 873 [(233) 640 911 (219) 692
Between one and two years 335 43 978 1,427 (69) 1,358
Between two and three years 1,415 76 1,491 915 63 o78
Betweenthree and four years 2,632 (59) 2,473 1,427 B85 1,492
Between four and five years 379 (B) 371 2,529 {(77) 2,452
After five years 10,041 (294) 9,747 9,463 (134) 9,329
Total due for repayment after mare than one year 15,302 (242) 15,060 15,761 {152} 15,609
Total repayments 16,175 {475) 15,700 16,672 {371} 16,301
Fair value adjustments 10 13
Total loans and other borrowings 16,185 16,685
27.Finance expense
2022 20621
Year endec 37 March Em £Em
Finance expense
Interest on:
Financial liabilities at amortised cost and associated derivatives 628 572
Lease liabilities 133 147
Derivatives 4 -
Fair value movements on derivatives notin a designated hedge relationship 4 m
Reclassification of cash flow hedge from other comprehensive income 64 72
Total finance expense before specificitems 833 785
Specific items (note 9) 101 18
Total finance expense 934 803
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28. Financial instruments and risk management

Woe issue or hold financial instruments mainly to finance our operations; to finance corporate transactions such as share buybacks
and acguisitions; for the temporary investment of shert-term funds; and to manage currency and interest rate risks. In addition,
various financial instruments, for example trade receivables and payables arise directly from operations.

How do we manage financial risk?

Qur activities expose us to a variety of financial risks: market risk (including interest rate risk and foreign exchange risk), credit risk
and liquidlity risk.

Treasury operation
We have a centralised treasury operation whose primary role is to manage liguidity and funding requirements as well as our exposure
to associated market risks, and credit risk.

Treasury policy

Treasury policy is set by the Board. Group treasury activities are subject to a set of controls appropriate for the magnitude

of borrowing, investments and group-wide exposures. The Beard has delegated authority to operate these policies to a series
of panels respensible for the management of key treasury risks and operations. Appointment to and removal from the key
panels requires approval from two of the fotlowing: the chairman, the chief executive or the chief financial officer.

There has been no change in the nature of our risk profile between 31 March 2022 and the clate of approval of these
financial statements.

How do we manage interest rate risk?

Management policy
Interest rate risk arises primarily from our long-term borrowings. Interest cash flow risk arises from borrowings issued at variable
rates, partially offset by cash held at variable rates. Fair value interest rate risk arises from borrowings issued at fixed rates.

Our policy, as set by the Board, is to ensure that at least 70% of on-going net debt is at fixed rates. Short-term interest rate
rmanagement is delegated to the treasury operation while long-term interest rate management decisions require further approval
by the chief financial officer, the director tax, treasury, insurance and pensions or the group treasury director who each have been
delegated such authority from the Board.

Hedging strategy

In orderto manage our interest rate profile, we enter into cross-currency and interest rate swap agreements to vary the amounts
and periods for which interest rates on borrowings are fixed. The duration of the swap agreements matches the duration of the debt
instruments. The majority of the group’s long-term berrowings are subject to fixed sterling interest rates after applying the impact
ofthese hedginginstruments.

Interest Rate Benchmark reform

The UK Financial Conduct Authority announced on 5 March 2021 that as part of the Interest Rate Benchmark Reform, LIBOR will
start being discontinued as a benchmark rate from 31 December 2021. The group has no floating rate debt securities. It has 5 US
dollar cross-currency interest rate swaps and 21 sterling interest rate swaps impacted by the IBOR reform maturing between 2028
and 2030. The net exposure of these swaps is nil. The group has adhered to the International Swaps And Derivatives Association, Inc.
{ISDA) 2020 IBOR Fall backs Protocol, however, BT has varied some terms on a bilateral basis to apply five-day lookback without
observational shift. The impact of any resulting ineffectiveness arising from the discontinuation of LIBOR will be immaterial to the
group and will not adversely affect the group’s ability to manage Interest rate risk.

How do we manage foreign exchange risk?

Management policy
Foreign currency hedging activities protect the group from the risk that changes in exchange rates will adversely affect future net
cash flows.

The Board’s policy for foreign exchange risk management defines the types of transactions typically covered, including significant
operational, funding and currency interest exposures, and the period over which cover should extend foreach type of transaction.

The Board has delegated short-term fereign exchange management to the treasury operation and long-term foreign exchange
management decisions require further approval from the chief financiat officer, the director tax, treasury, insurance and pensions or
the group treasury director.
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28. Financialinstruments and risk management continued

Hedging strategy
A significant propertion of our external revenue and costs arise within the UK and are denominated in sterling. Qur non-UK
operationsgenerally trade and are funded in their functional currency which limits their expestre to foreign exchange volatility.

We enter into forward currency contractsto hedge foreign currency capital purchases, purchase and sale commitments, interest
expense and foreign currency investments. The commitments hedged are principally deneminated in US dollar, eurc and Indian
rupees. As a result, our exposure to foreign currency arises mainly on non-UK subsidiary investments and on residual currency
trading flows.

We use cross-currency swaps to swap foreign currency borrowings inte sterling. The table below reflects the currency andinterest
rate profile of cur loans and borrowings after the impact of hedging.

2022 2021

Floating Floating

Fixed rate rate Fixed rate rate
interest interest Total interest interest Total
At 31 March £m £m Em Em Em £m
Sterling 13,515 1,746 15,261 14,129 1,688 15,817
Euro - 436 436 - 464 464
Other - 3 3 - 20 20
Total 13,515 2,185 15,700 14,129 2,172 16,301
Ratio of fixed to floating B86% 14% 100% B87% 13% 100%

Weighted average effective fixed interest rate —sterling 3.9% 3.8%

The floating rate loans and borrowings and committed facilities bear interest rates fixed in advance for periods up to one year,
primarily by reference to RPI, CPland LIBCR which have transiticned onto ARRs where applicable.

Sensitivity analysis

The income statement and shareholders” equity are exposed ta volatility arising from changes in interest rates and foreign exchange
rates. To demonstrate this volatility, management has concluded that the following are reasonable benchmarks for performing
sensitivity analysis:

» Forinterest,a 1% increase ininterest rates and parallei shift in yield curves across sterling, US dollar and euro currencies.
» For foreign exchange, a 10% strengthening of sterling against other currencies.

The impact on equity, before tax and excluding any impact related to retirement benefit plans, of a 1% increase in interest rates and
a 10% strengthening of sterling against other currencies is as detailed below:

2022 2021

Em £m

Increase Increase

At 31 March (reduce) (reduce)

Sterling interest rates 666 816
US doltarinterest rates (429) (438)
Eurointerest rates (247} (349)
Sterling strengthening (203) (255)

A 1% decrease ininterest rates and 10% weakening of sterling against other currencies would have broadly the same impact in the
cpposite direction.

The impact of a 1% change in interest rates on the group’s annual net finance expense and our exposure to foreign exchange
volatility in the income statement, after hedging, (excluding translation exposures) would not have been materialin FY22 and FY21.

Creditratings
We continue to target a BBB+/Baal credit rating over the cycle, with a BBB floor. We regularly review the liquidity of the group and
our funding strategy takes account of medium-term requirements. These include the pension deficit and shareholder distributions.

Qur December 2030 bond contains terms that require us to pay higher rates of interest when our credit ratings are below A3 in the
case of Moody’s or A—in the case of Standard & Poor’s (S&P). Additionalinterest of 0.25% per year accrues for each ratings category
downgrade by each agency below those levels effective from the next coupon date following a downgrade. Based on the total
notional value of debt outstanding of £2bn at 31 March 2022, our finance expense would increase/decrease by appreximately £10m
avyear if the greup’s credit rating were to be downgraded/upgraded, respectively, by one credit rating category by both agencies.
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28. Financial instruments and risk management continued
Ourcredit ratings were as detailed below:

2022 2021
At 31 March Rating Qutlook Rating Cutlook
Rating agency
Fitch BBB Stable BBB Stable
Moody’s Baa2 Negative Baa? Negative
Standard & Poor’s BEB Stable BBB Stable

How do we manage liquidity risk?

Management policy

We maintain liquidity by entering into short and long-term financial instruments to support cperational and other funding
requirements, determined by using short and long-term cash forecasts. These forecasts are supplemented by a financial headroom
analysis which is used to assess funding adeguacy for at least a 12-month period. On at least an annual basis the Board reviews and
approves the long-term funding raquirements of the group and on an ongeing basis considers any related matters. We manage
refinancing risk by limiting the amount of borrowing that matures within any specified period and having appropriate strategies in
place to manage refinancing needs as they arlse. The maturity profile of our loans and borrowings at 31 March 2022 is disclosed in
note 26, We have no term debt maturities in FY23.

Cur treasury operation reviews angd manages our short-term requirements within the parameters of the policies set by the Board.
We hold cash, cash equivalents and current investments in order to manage short-term liquidity requirements. At 31 March 2022
we had undrawn committed borrowing facilities of £2.1bn (FY21: £2.1bn) maturing in March 2027.

In the UK, the group has arranged for funders to offer a supplier financing scheme to the group’s suppliers. This enables suppliers
who sign up to the arrangements to sell their invoices to the funders and to be paid earlier than the invoice due date. The group
assesses the arrangement against indicators to assess if debts which vendors have sold to the funder under the suppller financing
scheme continue to meet the definition of trade payables or should be classified as borrowings. At 31 March 2022 the payables met
the criteria of trade payables.

Interest Rate Benchmark reform

The group’s syndicated Revolving Credit Facility (undrawn at 31st March 2022}, previously referring to IBOR rates, has been updated
to reference alternative benchmark rates for sterling (Sonia) and US dollars (SOFR). Notional cash pooling arrangements and
overdraft arrangernents have transitioned onto ARRs where applicable. Any outstanding group contracts with reference to LIBOR
benchmarks include provisions for calculation of interest based on alternative benchmark rates.

The following table provides an analysis of the remaining cash flows ncluding interest payable for cur non-derivative financial
liabilities on an undiscounted basis, which may therefore differ from both the carrying value and fair value.

Interest
Loans onloans TFrade
andother andother andother Lease

Non-derivative financiai liabilities borrowings borrowings payables  Provisions {iabilities Total
At 21 March 2022 £m £m Em Em £m £m
Due within one year 640 568 5,224 4 788 7,224
Between one and two years 935 564 - 4 784 2,287
Between two and three years 1,415 538 - 3 729 2,685
Between three and fouryears 2,532 515 - - 626 3,673
Between four and five years 379 477 - - 58¢9 1,445
After five years 10,041 2,800 - - 2,983 15,833

15,942 5,471 5,224 17 6,499 33,147
Interest payments not yet accrued - (5,238) - - - (5,238)
Fair value adjustment 10 - -~ - - 10
Impact of discounting - - - - {739) {739)
Carrying value on the balance sheet®* 15,952 233 5,224 11 5,760 27,180
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Interest
Loans on loans Trade
and other and other and other Lease

Non-derivative financial liabilities borrowings  borrowings payables  Provisions {iabkilities Total
At 31 March 2021 Em £m £Em £m £m £m
Due within one year 692 528 5,153 1 724 7,008
Between one and two years 1,427 528 - 3 791 2,749
Between two and three years 915 515 - 4 762 2,196
Between three and four years 1,427 489 - 2 710 2,628
Between four and five years 2,529 467 - 2 592 3,580
After five years 9,463 3,076 - - 3,391 15,930

16,453 5,603 5,153 12 6,970 34,191
Interest payments not yet accrued - (5,384) - — - (5,384)
Fair value adjustment 13 - - - - 13
Impact of discounting - - - - (818} (818)
Carrying value on the balance sheet*® 16,466 219 5,153 12 6,152 28,002

a Foreign currancy-related cash flows were translated at closing foreign exchange rates as at the relevant reporting date. Future variable interest cash flows were calculated
using the most recent interest or indexation rates at the relevant balance sheet date.
b The carrying amountof trade and other payables excludes £624m (FY21: £682m) of non-current trade and other payables which relates to non-financial liabilities, and
£918m (FY21: EB27m) of other taxation and social security and deferred income.

Trade and other payables are held at amortised cost. The carrying amount of these balances approximates to fair value due to the

short maturity of amounts payable.

The following table provides an analysis of the contractually agreed cash flows in respect of the group’s derivative financial
instruments. Cash flows are presented on a net or gross basis in accordance with settlement arrangements of the instrumenits.

Derivatives -
Analysed by earliest payment date®

Derivatives—
Analysis based on helding instrument to maturity

Gross Gross Gross Gross

Net settied settled Net settled settled
Derivative financial liabilities settled outflows inflows Total settled outflows inflows Total
At31 March 2022 Em Em £m £m £Em £m £m £Em
Due within one year 300 940 {873) 367 77 940 (B73) 144
Between one and two years 247 1,615 (1,508) 354 77 1,615 (1,508) 184
Between two and three years 18 1,679 (1,566) 131 77 1,679 (1,566) 190
Between three and four years 17 736 (685) 68 77 736 (685) 128
Between four and five years 17 511 (513) 15 77 511 {(513) 75
After five years 65 4,789 {4,728) 129 279 4,789 {4,725) 343
Total® 664 16,270 {9,870} 1,064 664 10,270 (9,B70} 1,064

Derivatives - Derivatives —
Analysed by earliest payment date? Analysis based on holding instrument to maturity

Gross Gross Gross Gross

Net settled settied Net settied settled
Derivative financial liabilities settled outflows inflows Total settled outflows inflows Total
At 31 March 2021 Em £m £m £m £m £m £Em £m
Due within one year 130 1,365 (1,274) 221 ]e} 1,365 (1,274) 181
Between one and two years 283 1,248 (1,166) 365 90 1,248 (1,166) 172
Between two and three years 268 1,663 (1,541) 390 90 1,663 (1,541 212
Between three and four years 28 1,646 {1,540) 134 90 1,646 {1,540} 106
Between four and five years 28 703 (652) 79 90 703 [652) 141
After five years 114 4,439 (4,268) 287 401 4,439 (4,266} 574
Total® 851 11,064 (10,439) 1,476 851 11,064 (10,439) 1,476

a Certain derivative financial instruments contain break clauses whereby either the group or bank counterparty have the right to terminate the swap oncertain dates. If the

break clause was exercised, the mark to market position would be settled in cash,

b Foreign currency-related cash flows were translated at closing foreign exchange rates as at the relevant reporting date. Future variable interest rate cash flows were

calculated using the most recent rate applied at the relevant halance sheet date.
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28. Financial instruments and risk management continued
How do we manage credit risk?

Management policy
Our exposure to credit risk arises from financial assets transacted by the treasury operation {primarily derivatives, investments, cash
and cash equivalents) and frem trading-related receivables.

For treasury-related balances, the Board’s defined policy restricts exposure to any one counterparty by setting credit limits based on
the credit quality as defined by Moody’s and Standard & Poar’s. The minimum credit ratings permitted with counterparties in respect
of new transactions are A3/A-for long-term and P1/A1 for short-term investments. if counterparties in respect of existing
transactions fall below the permitted criteria we will take action where appropriate.

The treasury operation continuously reviews the limits applied to counterparties and will adjust the limit according to the nature and
credit standing of the counterparty, and in response to market conditions, up to the maximum allowable limit set by the Board,

Operational management policy

Our credit policy for trading -related financiat assets is applied and managed by each of the customer-facing units (CFUs) to ensure
compliance. The policy requires that the creditworthiness and financial strength of customers are assessed at inception and on

an ongoing basis. Paymentterms are setin accordance with industry standards, Where appropriate, we may minimise risks by
requesting securities such as deposits, guarantees and letters of credit. We take proactive steps includling constantly reviewing
credit ratings of counterparties to minimise the impact of adverse market conditions on trading-related financial assets,

Exposures
The maximum credit risk exposure of the group’s financial assets at the balance sheet date is as follows:

2022 2021
At 31 March Notes £m Em
Derivative financial assets 1,091 1,235
Investments 24 2,713 3,683
Trade and other receivables® 17 1,489 1,339
Contract assets 5 1,915 1,859
Cash and cash equivalents 25 777 1,000
Total 7,985 9,116

a The carrying amount excludes E337m (FY21: £314m} of non-current trade and other receivables whichrelate to nan-financial assets, and £1,135m {FY21: £1,918m) of
prepayments, deferred contract costs and other receivabies.

The credit quality and credit concentration of cash eguivalents, current asset investments and derivative financial assets are detailed
in the tables below. Where the opinion of Moody’s and Standard & Poor’s (S&P) differ, the lower rating is used.

2022 2021
Moody’s/S&P credit rating of counterparty E£m £m
Aaz/AA and above 1,946 3,571
Aa3/AA- 1,118 656
Al/A+ 768 775
A2/A 269 334
A3/A- 122 M5
Baal/BBB+ - 65
Baa2/BBE and below _ _
Total? 4,223 5,516

a We hold cash collateralof €655m (FY21: £588m) in respect of detivative financial assets with certain counterparties,

The concentration of credit risk for our trading balances is provided in note 17, which analyses outstanding balances by CFU. Where
multiple transactions are undertaken with a single financial counterparty or group of related counterparties, we enter into netting
arrangements to reduce our exposure to credit risk by making use of standard international Swaps and Derivatives Association
(ISDA) documentation. We have also entered into credit support agreements with certain swap counterparties whereby, on a daily,
weekly and monthly basis, the fair value position on notional £2,024m of long dated cross-currency swaps and interest rate swaps
is collateralised.
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28. Financial instruments and risk management continued

Offsetting of financial instruments

The table below shows our financial assets and Uabilities that are subject to offset in the group’s batance sheet and the impact of
enforceable master netting or similar agreements.

Related amounts not set offin the balance sheet

Amounts
presentedin Rightofsetoff
the halance with derivative Cash Net
Financial assets and liabilities sheet counterparties collateral amount
At31 March 2022 Em Em £m £m
Derivative financial assets 1,091 (431) (5655) 105
Derivative financial liabilities (870) 431 67 (372)
Total 221 - (488) (267)
Related amounts not set offin the balance sheet
Amounts
presentedin  Right of set off
the batance  with derivative Cash Net
Financial assets and liabilities sheet counterparties collateral amount
At 31 March 2021 Em Em Frn £m
Derivative financial assets 1,235 (585) (588) 62
Derivative financial liabilities (1,283) 585 82 (616)
Total (48) - (506) {554)

Derivatives and hedging

We use derivative financial instruments mainly to reduce exposure to foreign exchange and interest rate risks. Derivatives may
qualify as hedges for accounting purposes if they meet the criteria for designation as cash flow hedges or fair value hedges in
accordance with IFRS 9.

ESignificant accounting policies that apply to derivatives and hedge accounting
All of our derivative financial instruments are held at fair value on the balance sheet.

Derivatives designated inacash flow hedge

The group designates certain derivatives in a cash flow hedge relationship. Where derivatives qualify for hedge accounting,
recognition of any resultant gain or loss depends on the nature of the hedge. To qualify for hedge accounting, hedge
documentation must be prepared at inception, the hedge must be inline with BT’s risk management strategy and there must be
an economic relationship based on the currency, amount and timing of the respective cash flows of the hedging instrument and
hedged item. Thisis assessed at inception and in subsequent periods in which the hedge remains in eperation, Hedge accounting
is discontinued when it is no longer in line with BT's risk management strategy or if it no longer qualifies for hedge accounting.

The group targets a one-ta-one hedge ratio. The economic retationship between the hedged item and the hedging instrument
is assessed on an ongoing basis, Ineffectiveness can arise fromsubseguent change in the forecast transactions as a result of
altered timing, cash flows or value.

When a derivative financial instrument is designated as a hedge of the variability in cash flows of arecognised asset or liability,
or a highly probable transaction, the effective part of any gain or loss on the derivative financial instrument is recognised directly
in equity. For cash flow hedges of recognised assets or liabilities, the associated cumulative gain orloss is removed from equity
andrecognised in the same line of the income statement and in the same period or periods that the hedged transaction affects
the income statement. Any ineffectiveness arising on a cash flow hedge is recognised immediately in the income statement.

Other derivatives

Our policy is not to use derivatives for trading purposes. However, due to the complex nature of hedge accounting, some
derivatives may not gqualify for hedge accounting, or may be spacifically not designated as a hedge because natural offsetis more
appropriate. These derivatives are classified as fair value through profit and loss and are recognised at fair vaiue. Any direct
transaction costs are recognised immediately in the income statement. Gains and lesses on re-measurement are recognised in
the income statement in the line that most appropriately reflects the nature of the item or transaction to which they relate.

Where the fair value of a derivative contract at initial recognition is not supported by observable market data and differs from
the transaction price, a day one gain or loss will arise which is not recognised in the income statement, Such gains and losses are
deferred and amortised to the income statement based on the remaining contractual term and as cbservable market data
becomes available.

The fair values of cutstanding swaps and foreign exchange contracts are estimated using discounted cash flow models and
market rates of interest and foreign exchange at the balance sheet date.
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28. Financial instruments and risk management continued

Non- Non-

Current current Current current

asset asset tiability liability

At 31 March 2022 £m £m £m £m
Designated in a cash flow hedge 77 878 25 712
Other 11 125 26 107
Total derivatives B8 1,003 51 819
Non- Non-

Currant current Cuarrent current

asset asset liability liability

At 31 March 2021 Em £m Em £m
Designatedin acash flow hedge 56 850 58 1,023
Other 14 215 30 172
Total derivatives 70 1,165 88 1,195

All derivative financial instruments are categorised at Level 2, with the exception of the energy contracts which are categorised at
Level 3 of the fair value hierarchy as defined in note 24.

Instruments designated in a cash flow hedge include interest rate swaps and cress-currency swaps hedging euro and US dollar-
denominated borrowings. Forward currency contracts are taken out to hedge step-up interest on currency denominated borrowings
relating to the group’s 2030 LIS dollar bond. The hedged cash flows willaffect the group’s income statement as interest and principal
amounts are repaid over the remaining term of the borrowings (see note 26).

We hedge forecast foreign currency purchases, principally denominated in US dollar, euro and Indian rupees 12 months forward with
certain specific transactions hedged further forward. The refated cash flows are recognised in the income statement over this period.

The amounts related to items designated as hedging instruments were as follows:

Amount
Balancein recycled from
cash flow Fair value cash flow
hedge related (gain)/loss hedge related
Notionat reserves recognised reserves
Hedgeditems principal Asset Liability {gain)/loss inOCI to P&L
At 31 March 2022 Em £m £m £m £m £m
Sterling, euro and US dollar denominated
borrowings? 11,688 889 (731) (26) (83) 61
Step upinterest onthe 2030 US dollar bond® 122 5 - (29) (6) 3
Foreign currency purchases, principally
denominated in US dollar, euro and Indian rupees® 246 30 (3) 21 {61} (10)
Energy contracts® 31 (3) (28) (64} -
Total cash flow hedges 12,756 955 {737) (104) (204) 54
Deferred tax - - 16
Derivatives nat in a designated hedge
relationship 136 (133) -
Carrying value on the bafance sheet 1,091 (870) (88)

a Sterling, eura and US dollar denominated borrowings are hedged using cross-currency swaps and interest rate swaps. Amounts recycled to profit and [oss are presented
within operating costs and finance axpense.

b Stepup interest on US dollar denominated borrowings are hedged using forward currency contracts. Amounts recycled to profit and foss are presented within finance expense.

¢ Foreign currency purchases, principatly denominated in US dollar, suro and Indian rupees are hedged using forward currency contracts. Ameunts recycled to profit and loss
are presented within cost of sales, operating costs or fixed assets, in line with the underlying hedgeditem.

d Energy contracts are hedgsd using contracts for difference and virtual power purchase agreementsin order to provide long term power cost certainty. Amounts recycled to
profit and loss are presented within operating costs.
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28. Financial instruments and risk management continued

Amount
Balance incash recycled from
flow hedge Fair value cash flow
related (gain)/loss  hedgea related
Notional resarves recognisecl reserves
Hedged items principal Asset Liability (gain)/loss in OCI to P&EL
At 31 March 2021 £m £m £m £m £m £m
Sterling, euro and US dollar denominated
horrowings® 12,302 999 (974) (3) 1,349 (862)
Step up interest on the 2030 US dollar bond® 147 - (7 (26) 16 3
Foreign currency purchases, principally
denominated in LIS dollar, euro and Indian rupees® 2,145 7 (64) 40 88 a
Energy contracts® - (36} 36 15 -
Total cash flow hedges 14,594 1,006 (1,081) 47 1,468 (850)
Deferred tax - - (18)
Derivatives not in a designated hedge
relationship 229 {202} -
Carrying value on the balance sheet 1,235 (1,283) 3

a Sterling, euro and US dollar denominated borrowings are hedged using cross-currency swaps and interest rate swaps, Amounts recycled to profit and loss are presented
within operating costs and finance expense.

b Step upinterest on LIS dollar denominated borrowings are hedged using forward currency contracts. Amounts recycled to profitand loss are presentecl within finance expense.

¢ Foreigncurrency purchases, principaily denominated in LIS dollar, euro and Indian rupees are hedged using forward currency contracts. Amounts recycied to profitand loss
are presented within cost of sales, operating casts or fixed assets, inline with the underlying hedged item.

d Energy contracts are hedged using contracts for difference and virtual power purchase agreements in order to provide long term power cost certainty. Amountsrecycled to
profit and loss are presented within operating costs.

With the exception of one hedge which became ineffective due to divestment activity {see note 9), all cash flow hedges were fully
effective in the period.

29, Otherreserves
Other comprehensive income
Capital Costof
redemption Cashflow Fair value hedging Translation
reserve reserve® reserve reserves reserves Total
Em Em £m £rn £m £m

At 1 April2020 27 a76 - - 616 1,412
Exchange differences® - - - - (189) (189)
Net fair value gain (loss) on cash flow hedges - (1,481) - 13 - (1,468)
Movements in relation to cash flow hedges recognised in
income and expense’ - 804 - 46 - 850
Tax recognised in cther comprehensive income - M - - 22 133
Transfer to realised profit - - - - (9) (%)
At 31 March 2021 27 (20) - 59 440 436
Exchange differences® - — - - 65 65
Net fair value gain (loss) on cash flow hedges - 59 - 145 - 204
Movements in relation to cash flow hedges recognised in
income and expense’ - (86) - 32 - (54}
Fair value movement on assets at fair value through other
comprehensive income - - 6 - - [§]
Tax recognisedin octher comprehensive income - (31 - - - (31
Transfer to realised profit® - - (7} - - (7)
At 31 March 2022 27 {148) (1 236 505 619

a The cash flow reserve is used to record the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged transactions
that have not yet occurred.

b Realised profitincludes profit on disposal of investments held at fairvalue through othercomprehensive income.

¢ The cost of hedging reserve reflects the gain or loss on the portion excluded from the designated hedging instrument that relates to the currency basis element of our cross
currency swaps and forward points on certain foreign exchange contracts. It is initially recognised in other comprehensive income and accounted for similarly to gains or
lossasin the cash flow reserve.

d Thetrapslation reserve is used to record cumulative translation differences on the net assets of forelgn operaticns. The cumulative translation differences are recycled to
the income statementon disposal of the foreign operation.

e Excludes E1m [FY21: £nil) of exchange differencesin relation to retained earnings attributed to non-controlling interests.

f Movements in cash flow hedge related reserves recagnised in income and expense include a net charge to other comprehensive inceme of £126m (FY21: restated credit of
£778m) which have beenreclassified to operating casts, and a net credit to the cash flow reserve of E72m (FY21: credit of £72m) which have been reclassified to finance
expense (see note 27).

¢ Included within the £65m movement intranstationreserveis £1m (FY21: £23m) which relate to disposals (see note 23).
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Notes to the consolidated financial statements continued

30. Related party transactions

Key management personnel comprise executive and non-executive directors and members of the Executive Committee.
Compensation of key management perscnnel is disclosed in note 6.

Amounts paid to the group’s retirement benefit plans are set out in note 20.

Transactions with associates and joint ventures are shown below:

2022 2027
At 31 March £m £m
Sales of services to associates and joint ventures 5 9
Purchases from associates and joint ventures a4 51
Amcunts receivable trom associates and joint ventures 2 3
Amcunts payable to associates and joint ventures 1 5

Otherrelated party transactions include the purchase of energy from an entity owned by the BT Pension Scheme. Total purchases
during the year were £12m (FY21: £13m). £1m was due to the other party as at 31 March 2022 (FY21: £2m). The balance isunsecured
and no guarantees have been given.

31. Financial commitments

Financial commitments were as follows:

2022 2021
At 31 March Em £m
TV programme rights commitments 897 1,691
Capital commitments 1,596 1,370
Other commitments 295 263
Total 2,888 3,324

TV programme rights commitments, mainly relating to football broadcast rights, are those forwhich the licence period has not yet
started. A sale of our BT Sport operations to which these commitments relate is considered highly probable. The group is
cantractually committed to future rights payments until the sale completes at which peint the commitment will transfer to the new
established joint venture. Further details on the transaction and held for sale assets and liabilities are included in note 23.

Other than as disclosed below and in note 19, there were no contingent liabilities or guarantees at 31 March 2022 other than those
arising in the ordinary course of the group’s business and on these no material losses are anticipated, We have insurance coverto
certain limits far major risks on property and major claims in connection with legal liabilities arising in the course of our operations,
Otherwise, the group generally carries its own risks.

Commitments and guarantees

BT plc

From March 2019 a formal guarantee was put in place by BT Group plc to fully and unconditionally guarantee the obligations of its
wholly owned subsidiary British Telecommunications plc (“BT ple”) under its cerporate bonds. This guarantee has been givenin
respect of all bonds issued since that date and was retrospectively applied to bonds issued prior to that date. It applies to all bonds
issued in BT ple’s Yankee, Euro Medium Term Note and hybrid bond programmes, and uncler the BT plc £600m 5.75% bonds due
in2028.

Legal and regulatory proceedings
See note 18 for contingent liabilities associated with legal and regulatory proceedings.

32. Post balance sheet events
BT Sport

In May 2022, we reached an agreement with Warner Bros. Discovery (Discovery) to create a sports joint venture (JV) combining BT
Sport and Discovery’s Eurcsport UK business into a separate legal entity with both BT and Discovery each holding a 50% interest and
equal voting rights. The production and operational assets of BT Sport will transfer to, and become a wholly owned subsidiary of,
Discovery who will manage and operate the production and distribution of the sport content. Discovery will have the option te
acquire BT’s 50% interest in the JV at specified points during the first four years of the JV. At completion of the transaction, BT is
expected to lose control of the BT Sport operations and the group’s interest in the combined business is expected to be classified as
a Joint Venture, BT will enter into a distribution agreement with the JV to procure the sport content required to continue to supply
our existing broadband, TV and mobile customers. BT’s agreement with the JV will extend beyond 2030, and for the first four years
includes a minimum revenue guarantee of approximatetly £500m per annum, after which the agreement wilt change to a fully
variable arrangement.

The transaction is subject to regulatory approval, but it is expected to conclude by the end of 2022, The transacticn meets the held
for sale criteria per [FRS 5 and accordingly the asset and liabilities of the BT Sport disposal greup have been classified as held for sale
at 31 March 2022, Further details are provided in note 23.
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Financial Statements of BT Group plc
BT Group plc company balance sheet
Registered number 4190816

2022 2021
At 31 March Note £m £m
Non-current assets
Investmentin subsidiary undertaking 2 11,201 11,096
Otherinvestments® 585 972
11,786 12,068
Current assets
Cash and cash equivalents 5 3
5 3
Current liabilities
Trade and other payables® 32 27
32 27
Total assets less current liabilities 11,759 12,044
Nen-current liabilities
Trade and other payables® 26 -
26 -
Equity
QOrdinary shates 499 499
Share premium 1,051 1,05
Capital redemption reserve 27 27
Own shares (274) (143)
Profit and loss accounts 10,430 10,610
Total equity 11,733 12,044
11,759 12,044

a Otherinvestments consists of loan to group undertakings of £580m [FY21: £871m) and accrued interest of EEm (FY21:£7m). The loan atiracts interest of LIBOR plus 37.5
basis points ang will transition onto ARRs aftar the balance sheet date (FY21: LIBOR plus 37.5 basis points). The loan is measured at amortised cost using the effective
interestrate methed. The expected credit loss provision against long-termloan to group undertakings isimmaterial. In the 2021 AnnualReport, this balance sheet caption
was labelled ‘Trade and other receivables’. We have opted to change the name to ‘Other investments’ as it better represents the loan to group undertaking and aligns to how
itis classified in the British Telecommunication plc Annual Repart.

b Current trade and other payables consists of loans from group undertakings of £16m (FY21: £10m) and other creditors of E16m [FY21: £17m).The non-current trade and
other payables comprises the obligation to purchase own shares into trust via a forward contract.

c Aspermitted by Section 408(3) of the Companies Act 2006, no profit and loss account of the company is presented, The profit for the financial year, dealt with in the profit
and loss account of the company was £2m (FY21: £6m).

The financial statements of the company on pages 199 to 202 were approved by the Board of Directerson 11 May 2022 and were
signed onits behalf by:

Adam Crozier Philip Jansen Simon Lowth
Chairman Chief Executive Chief Financial Officer

A‘“{J‘f‘”_‘" M’Tm—- L (o
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BT Group plc company statement of changes in cquity

Caltedup Share Capital Profitand
share premium redemption Merger Own loss
capital® account reserve reserve shares” account™ Total

Note £m £m £m £m £m £m £m
At 1 April 2020 499 1,051 27 1,574 (237) 2,065 11,979
Profit for the financial year - - - _ - 6 6
Transfer to realised profit 3 - - - {1,674) - 1,574 -
Capitalcontribution in respect of
share-baged payments - - - - - 72 72
Net buyback of own shares - - - - 94 (107) (13)
At 31 March 2021 499 1,051 27 - {143) 10,610 12,044
Profit for the financial year - - - - - 2 2
Dividends, paid - - - E - (227} (227)
Unclaimed dividends over
10 years - - - - - 2 2
Share-based payments - - - - - 3 3
Capital cantributionin respect of
share-based payments - - - - - 105 105
Net buyback of gwn shares - - - - (131 (65) (196)
At 31 March 2022 499 1,051 27 - (274) 10,4320 11,733

a The allotted, called up and fully paid ordinary share capital of the company at 31 March 2022 was £498m (31 March 2021: £499m), reprasenting 9,968,127,681
{31 March 2021:9,968,127,681) ordinary shares of 5peach.

b InFY22, 19,672,628 shares (FY21: 44,573 595} were issued from Own shares to satisfy abligations under employee share schemes and executive share awards at a cost of
£43m (FYZ1: £108m) At 31 March 2022, 41,429,938 shares (FY21: 50,724,972) with an aggregate nominal value of £2m (FY21: £3m) were held at cost as treasury shares
and 24,120,883 shares (FY21: 8,172,675} with an aggregate nominal value of £5m (FY21: Enil) were held in the Trust.

c Aspermittad by Section 402{3) of the Cempanies Act 2006, no profit and loss account of the company is presented. The profit for the financial year, dealtwith in the profit

and less account ofthe company was £2m (FY21; £6m),
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Notes to the company financial statements

1. BT Group plc accounting policies
Principal activity

The principal activity of the company is to act as the ultimate
holding company of the BT group.

Accounting basis
As used in these financial statements and associated notes, the

term ‘company’ refers to BT Group plc (a public company limited
. Taxation
. Full provision is made for deferred taxation on all temporary
statements, the Company applies the recognition, measurement differences which have arisen but not rever.sed at the balance
’ i ; sheetdate. Deferred tax assets are recognised to the extent that
accounting standards, but makes amendments where necessary itis regarded as more lilfety than notthat there w%ll. he sufficient
. i taxable profits from which the underlying timing differences can

: be deducted. The deferred taxbalances are not discounted.

by shares). These separate financial statements are preparedin
accordance with Financial Reporting Standard 101 Reruced
Disclosure Framework (FRS 101). In preparing these financial

and disclosure requirements of LIK-adopted international

in order to comply with Companies Act 2006 and has set out
below where advantage of the FRS 101 disclosure exemptions
has been taken.

Financial statements

The financial statements are prepared on a going concern basis
and under the historical cost convention. Refer to page 134 for
further detalls of thisassessment.

As permitted by Section 408(3) of the Companies Act 20086,
the company’s profit and loss account has not been presented.

New and amended accounting standards effective
during the year

There have been no new oramended accounting standards or
interpretations adopted during the year that have a significant
impact on the financial statements.

Exemptions

As permitted by FRS 101, the cempany has taken advantage

of the disclosure exemptions available under that standard in
relation to business combinations, share-based payments,
non-current assets held for sale, financialinstruments, capital
management, and presentation of comparative information in
respect of certain assets, presentation of a cash flow statement,
standards not yet effective, impairment of assets and related
party transactions. The company intends to continue to take
advantage of these exemptions in future years. Further detailis
provided below.

Where required, equivalent disciosures have been given in the
consolidated financial statements of BT Group ple.

The BT Group plc consolidated financial statements for the
year ended 31 March 2022 contain a consolidated cash flow
statement. Consequently, as permitted by IAS 7 ‘Statement
of Cash flow’, the company has not presented its own cash
flow statement.

The BT Greup plc consolidated financial statements far the
yearended 31 March 2022 contain related party disclosures.
Consequently, the company has taken advantage of the
exemptionin IAS 24, 'Related Party Disclosures’ not to disclose
transactions with other members of the BT Group.

The BT Group plc consolidated financial statements for the year
ended 31 March 2022 contain financial instrument disclosures
which comply with IFRS 7, ‘Financial Instruments: Disclosures’.
Consequently, the company is exempt from the disclosure
requirements of IFRS 7 in respect of its financial instruments.

: At31March 2022

! Investment in subsidiary undertaking

: Investment in subsidiary undertaking is stated at cost and

¢ reviewed forimpairment if there are indicators that the carrying
¢ value may not be recoverable. Animpairment loss is recognised
i tothe extent that the carrying amount cannot be recovered

i either by selling the asset or by continuing to hold the asset and
benefiting from the net present value of the future cash flows of
: theinvestment.

: Dividends

. Dividend distributions are recognised as a liability inthe yearin
which the dividends are approved by the company’s

: shareholders. Interim dividends are recognised when they are
i paid; final dividends when authorised in general meetings by
shareholders. Dividend inceme is recognised on receipt.

: Share capital

¢ Ordinary shares are classified as equity. Repurchased shares of
. the company are recorded in the balance sheet as part of Own
¢ shares and presented as a deduction from shareholders’ equity
. atcost.

i Cashand casheguivalents

¢ Cashand cash equivalents comprise cash in hand and current
balances with banks and similar institutions, which are readily

i convertible to cash and are subject to insignificant risk of changes
i invalue and have an original maturity of three months or less.

i Share-based payments

: The company does notincur a charge for share-based

! payments. However, the issuance by the company of share

i options and awards to employees of its subsidiaries represents
additional capital contributions te its subsidiaries. An addition to
i the company’s investment in subsidiaries is recorded with a

: corresponding increase in equity shareholders’ funds. The

i additionat capital contributionis determined based on the fair

. value of options and awards at the date of grant and is
recognised over the vesting period.

2. Investment in subsidiary undertaking

: Total
Cost £m
. At1April2020 11,024
¢ Additions 72
! At 31 March 2021 11,096
: Additions 105

11,201

Additions of £105m (FY21: £72m) comprise capital contributions
in respect of share-based nayments.,

The company held a 100% investment in BT Group Investments
¢ Limited, a company registered in England and Wales,
! throughout FY22 and FY21.
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Notes to the company financial statements continued

3.Mergerreserve

On 29 January 2016, the company issued 1,594,900,429
ordinary shares of 5p at 470.70p per share resulting in a total of
£80m being credited to the share capital.

These shares were used as part consideration for the acquisition
of EE, which completed on 29 January 2016. As a result of this
transaction, a merger reserve was created of £7,424m net of
£3missue costs. The acquisition of EE was structured by way

of ashare-for-share exchange. This transaction fell within the
provisions of Section 612 of the Companies Act 2006 (merger
relief) such that no share premium was recorded inrespect of
the shares issued. The company chose to record its investment
in EE at fair value and therefore recorded a mergerreserve
equal to the value of the share premium which would have been
recorded had Section 612 of the Companies Act 2006 not been
applicablei.e. equal to the difference between the fair value of
EE and the aggregate nominal value of the shares issued).

This merger reserve was initially considered unrealised on the
basis it was represented by the investment in EE. This was not
considered to represent qualifying consideration (in accordance
with Tech 02/10 (Guidance on the determination of realisecl
profits and losses in the context of distributions under

the Companies Act 2006)), as superseded hy Tech 02/17
(Guidance on realised and distributable profits under the
Companies Act 2006).

Immediately following the acquisition of EE, the company’s
investment in EE was transferred to the company’s subsidiary,
BT plc, in exchange for an intercompany foan. To the extent
the loan is settled in qualifying consideration, the related
proportion of the merger reserve is considered realised.
Hence the merger reserve is an unrealised reserve untilit

is realised by the settiement of the intercompany loan by
qualifying consideration.

During 2020/21, the remaining £1,574m (2019/20: £1,575m) of
merger reserve was transferred to realised profit following the
settlement of an intercempany loan by qualifying consideration.
The merger reserve is now nil.

4. Other information

Dividencls

Aninterim dividend of 2.31p per shareamocunting to £227m
was paid on 7 February 2022. Afinal dividend of 5.39p per share
amounting tc approximately £528mis propesed inrespect
ofthe year ended 31 March 2022 (FY21: no interim or final
dividend paid).

Employees and directors

The chairman and the executive and non-executive directors

of BT Group plc were the only employees and directors of the
company during FY22 and FY21. The costs relating to qualifying
services provided to the company’s principal subsidiary, British
Telecommunications plc, are recharged to that company.
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Related undertakings

Subsidiaries
Group
interest
in
allotted Share
Company name capitai® class
Held directly
United Kingdom
1 Braham Street, London, E1 8EE,
United Kingdom
BT Group Investments
Limited 100% ordinary
BT Group Nominees
Limited 100% ordinary
Held via other group companies
Algeria

20 Micro zone d’Activités Dar EL Madina,
Bloc B, Loc ND1 Hydra, Alger, 16000, Algetia

BT Algeria
Communications SARL
Argentina

100% ordinary

Maipu Ne 1210, piso 8 (C1006), Buenos Aires,
Argentina

BT Argentina S.R.L.
Australia

100% ordinary

Level 1, 76 Berry Street, North Sydney NSW
2060, Australia

¢ Sucursal Bolivia®

BT Australasia Pty
Limited 100%

100%

ordinary
preference
Austria

Louis-Hifliger-Gasse 10,1210, Wien, Austria

BT Austria GmbH 100%

Azerbaijan

ordinary

The Landmark I11 Building, 8th Floor,
cfo Deloitte & Touche, 26 Nizami Street,
Baku, AZ 1010, Azerbaijan

BT Azerbaijan Limited,
Limited Liability
Company

Bahrain

100% ordinary

Suite #659, 6th floor, Building No. 247, Road
1704, Diplemat Area 317, Bahrain

BT Solutions Limited
(Bahrain Branch)*

Bangladesh

100% -

UTC Building, 19th Floor, Kawran Bazar,
Dhaka-1215, Dhaka, Bangladesh

BT Communications
Bangladesh Limited
Barbados

100% ardinary

3rd Floor, The Goddard Building, Haggatt
Hall, St. Michael, BB11059, Barbados

BT (Barbados) Limited
Belarus

100% ordinary

BT Bulgaria EOOD

58 Voronyanskogo 5t, Office 89,
Minsk 220007, Belarus

BT BELRUS Foreign
Limited Liability
Company

100% ordinary

! BT Canada Inc.

! Bermuda

: Company Limited

Century House, 16 Par-la-Vilie Road,
¢ Hamilton, HMO8, Bermuda

Communications Global

Network Services

Limited 100% ordinary

: Bolivia

! Avda.6de Agosto N° 2700, Torre Empresarial
: CADECO, Piso 4, La Paz, Bolivia

BT Solutions Limited
100% -

: Bosniaand Herzegovina

: TrgHeroja 10/1, Sarajevo, 71000,

Bosnia and Herzegovina

T BTIH Teleconsult
! Drustvosa

. organicenom

. cdgovornoscu za
: posredovanjei

¢ zastupanjed.o.o.
© Sarajevo

: Botswana

100% -

! Deloitte House, Fairgrounds Office Park, Plot
: 64518, Gabhorone, PO BOX 1839, Botswana

: BT Colombia Limitada

© BT Global Services

. Botswana (Proprietary)
Lirmited

¢ Brazil

100% ardinary

i Avenida Das Nac¢des Unidas, 4777 - 14 andar,
. S&o Paulo, 5P, Brazil

: BT Cemmunications do
: Brasil Limitada

. Avenida Das MNacbes Unidas, 4777 - 14 andar,
' Pinheiros,580 Paulo, 5P, 05477-000, Brazil

100% quotas

| BT Global

. Communications do
. Brasil Limitada

: Bulgaria

100% quotas

BT Cote D'|voire
: Croatia

: 51B Bulgaria Blvd,, fl. 4, Sofia, 1404, Bulgaria

100% ardinary

* Canada

Regus Brookfield Place, 161 Bay Street 26th
- and 27th Floors, Toronto ON M5J 251, Canada

100% common

8T Solutions Limitec®
: Arch. Makarios ill, 213, Maximos Plaza,
t Tower 3, Floor 2, Limassol, 3030, Cyprus

. BT Global Europe BM.b
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Group Group
interest interest
in in
: allotted Share allotted Share
: Company name capital® class  : Companyname capital® class
Belgium : Chile
Telecomlaan 9, 1831 Diegem, Belgium : Rosario Norte 407, Piso 6, Las Condes,
: : Santiago, Chile
i BT Global Services :
. BelgiumBY 100% ordinary : Serviciosde
: BT Professional i Telecomuricaciones BT
i Services (Holdings) N.V.  100% ordinary : GlobalNetwaorks Chile
; Global Security Europe - Limitada 100% ordinary
i Limited —Belgian ; China
B b o, — H
; Branch® 100% [ | Building 16, 6th Floor, Room 602-B, No. 269
: Rue r:!e L'Aéropostale 8, 4460 Grice-Hollogne, | Wuyi Road, Hi-tech Park, Dalian, 116023,
Belgium { China
1 IP Trade 5A 100% ordinary BT Technology (Dalian)
100%

registered

: No.3 Dong San Huan Bei Lu, Chao Yang
¢ District, Beijing, 100027, China

* BT Limited, Beijing
. Office®

! Room 2101-2103, 21/F, International Capital
¢ Plaza,No. 1318 North Sichuan Road, Hong

i Kou District, Shanghai, 200080, China

100% -

1 BT Chinalimited-
 Shanghai Branch
1 Office®

! Room 7024, Tower W3,0riental Plaza,

100% -

1 East Chang An Avenue, Dongcheng, Beifing,
100738, China

BT China Limited 100% registered

! Unit 15378, Floor 15th, No. 35, Xili Road,
. ShanghaiFree Trade Zone, Shanghai, China

BT China

: Communications

Limited 50% ardinary

Colombia

Calle 113, 7-21,Torre A Oficina 1015 Teleport
. Business, Bogota, Colombia

100% quotas

| CostaRica

Heredia-Belen La Ribera, Centro Corporativo
! ElCafeta, Edificio B, segundo piso, Oficinas de
. Deloitte,San José, Costa Rica

. BT GlobalCosta Rica
: SRL 100%
: Chted’lvoire

ordinary

Abidjan Plateau, Rue du commerce, immeuble
. Nabil 1erétage, 01 BP 12721 Abidjan 01,
: Coted’Ivoire

100% ordinary

. Savska Cesta 64, Zagreb, 10000, Croatia

BT Solutions Limited
: Podruznica Hrvatska®

i Cyprus

100% -

* Hadjianastassiou, loannides LLC, DELOITTE
! LEGAL, Maximos Plaza, Tower 3, 2nd Floor,

1 213 Arch. Makariou lll Avenue, Limassol,

' 3030, Cyprus

100% -

100% -
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Related undertakings continued

Subsidiaries continued

Group
interest
in
allotted Share
Company name capital® class

Czech Republic

Pujmanové 1753 / 10a, Nusle, 140 00, Prague,
4, CzechRepublic

BT Limited, organizacni

slozka® 100% -
BT Global Eurcpe B.V,,
oditépny zavod® 100% -

Denmark

! BT Ghana Limited

Havneholmen 29, 1561, Kobenhavn V,
Copenhagen, Denmark

BT Denmark ApS 100%

Deminican Repubtic

ordinary

Av. Abraham Lincoln Esq. Jose Amado Soler,
Edif. Progresso, Local 3-A, Sector Ens.
Serralles, Santo Domingo,

Dominican Republic

BT Daminican Republic,
S.A.
Ecuador

100% ordinary

BT GuatemalaS.A.
¢ Honduras

Av. Amazonas N21-252 y Carrién, Edificio
Londres, 4° Piso, Quito, Ecuador

BT Solutions Limited
(Sucursal Ecuador)®

Egypt

100% -

95 C st. El Sayed EL Mirghany, Heliopolis Cairo,
Egypt

BT Telecom Eqypt LLC 100% stakes

El Salvacdor

Edificio Avante Penthouse Oficina, 10-01Y
10-03 Urbanizacion, Madre Selva, Antiguo
Cuscatlan, La Libertad, El Salvador

BT ElSalvador, Limitada
de Capital Variable
Estonia

100% ordinary

A.H. Tammsaare tee 47, Tallinn, 11316,
Estonia

BT Sclutions Limited
EestiFiliaal®
Finland

100% -

Mannerheimvigen 12 B 6, 00100 Helsinki,
Finland

BT Nordics Finland Oy 100%

France

ordinary

Tour Ariane, 5 place de la Pyramide, La
Defense Cedex, 92088 PARIS, France

BT France S.A.5.
Germany

100% ordinary

BarthstraBe 4, 80339, Munich, Germany

BT (Germany) GmbH &

Co.oHG 100% ordinary
BT Deutschiand GmbH 100% ordinary
BT Garrick GmbH 100% ordinary

Frankfurter Stral3e 21-25, Eschborn, 65760,
Frankfurt am Main, Germany

IP Trade Networks

GmbH 100% ordinary
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: Widdersdorfer Strasse 252, 50933, Cologne,
: Germany

: Global Security Europe
* Limited -~ Germany

¢ Branch?

Ghana

100% -

: 5th Floor, Vivo Place, Cantonments City,
! Rangoon Lane, P.O. Box MB 595, Accra, Ghana

100% ordinary

: Greece

: 75 Patision Street, Athens, 10434, Greece

! BT Solutions Limited-
: Greek Branch®

Guatemala

100% -

! Staavenida5-55zona 14, Edificio Europlaza
World Business Center, Terre [V, nivel 7,
. oficina 702, Guatemala City, Guatemala

100% unigue

¢ Colenia Pueblo Nuevo, Edificio Torre

* Morazan, Torre No. 1, Piso 8, Municipio del

i Distrito Central, Departamento de, Francisco
. Moarazan, Tegucigalpa, 10918, Honduras

| BT Sociedad De
. Responsabitidad
: Limitada

! Hong Kong

100% -

38th Floor Dorset House, Taikoo Place,
¢ 979 King’s Road, Island East, Guarry Bay,

: Heng Kong
BT Hong Kong Limited 100% ordinary
Infenet China Limited 100% ordinary

Hungary

. Budafokil.91-93, Budapest, 1117, Hungary

i Atlanet SpA

: BT GlobatEurope B.V.
i Magyarorszagi

i Fioktelepe®

¢ BT Limited

© Magyarorszagi

i Fioktelape®

i BTROCKft

i India

100% -

100% -
100% business

! indonesia

: 20/F of IWG Spaces at World Trade Centre 3,

¢ JL.Jend. Sudirman, RT.4/RW. 2, Karet

: Kuningan, Kota Administrasi Jakarta Selatan,
: Jakarta, 12920, Indonesia

{ PTBT Indonesia 100%  ordinary

! PT BT Communications

. Indonesia 95% ordinary
Isle of Man

i Third Floor, St Georges Court, Upper Church
: Street,Douglas, IM1 1EE, Iste of Man

: Belmullet Limited 100% ordinary
: Communicator

: Insurance Company

¢ Limited 100% ordinary
: Priestgate Limited 100%  ordinary
i |srael

. BeitOz, 14 Abba Hillel Silver Rd, Ramat Gan,
: 52506, Israel

i B.T.Communication

i Israel Ltd 100% ordinary

i Haly

Strada Santa Margherita, 6 f A, 43123, Parma,
: Haly

: BTEnia

¢ Telecomunicazion!

: S.P.A. 99% ordinary

. ViaCorreggio 5, San Donato Milanese, 20097,
: Milan, [taly

\ Radianz Italia S.r.. 100%  ordinary

! ViaMario Bianchini 15,00142 Roma, Italy

BT Global Services
¢ Limited®
Via Pianezzan® 123, 10151, Torino, Italy

100% -

9% ardinary
! Via Tucidide 56, Torre 7, 20134, Milano, Italy
| Basictel SpA 99%  ordinary
. BT talia S.p.A. 90%  ordinary
BT Nederland NV 100% -
¢ Nuova Societa di
i Telecomunicazioni SpA 99% ordinary

i Jamaica

11th Floor, Eros Corporate Tower, Opp.
' International Trade Tower, Nehru Place, New
. Delhi, 110019, India

BT Jamaica Limnited

! BT {India) Private

¢ Limited 100% ordinary
i BT e-Serv (india)

¢ Private Limited 100% equity
i BT Global Businass

. Services Private Limited  100% ordinary
¢ BT Glokal

i Communications India

¢ Private Limited 100% ordinary
! BT Telecom India

¢ Private Limited 100% ordinary

i A-47,Hauz Khas, New Delhi, Delhi-DL,

110016, India

PO Box 264, Forum 4, Grenville Street,

Orange Services India
: Private Limited

100% ordinary

! Suite #6, 9A Garelli Avenue, Half way tree,
! St. Andrew, Kingston 10, Jamaica

100% ordinary

: Japan

: ARK Mori Building, 12-32 Akasaka, 1-Chome,
: Minato-Ku, Tokye, 107 - 6024, Japan

© BT Global Japan

Corporation 100% ordinary
: BT Japan Cerporation 100% ordinary
: Jersey

26 New Street, 5t Helier, JE2 3RA, Jersey

Iiford Trustees {Jersey)

Limited 100% ordinary

: StHelier, JE4BTQ, Jersey

BT Jersey Limited 100% ordinary
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Jordan

Wadi AlSer - Dahiet Prince Rashid - King
Abdullah Street, Building No. 391 - 3rd Floor,
Jordan

BT (International)
FHoldings Limiled
{Jordan;
Kazakhstan

100% ordinary

No 201, 2nd Floor, Building 1a, Business
Centre Nurly-Tau, 5 Al-Farabi Avenue,
Almaty, 050057, Kazakhstan

BT Kazakhstan LLP
Kenya

100% -

! BT Solutions Limited®

AlnHouse, Eldama Ravine close, offEldama
Ravine Road, Westlands, P O Box 764, Sarit
Centre, Naircbi, 00606, Kenya

BT Communications
Kenya Limited 100% ordinary

P.O. BOX 10032-00100, Nairobi, Kenya

BT Telecommunications
Kenya Limited

Korea

100% ordinary

8th Floor, KTB Building, 66 Yeoui-daero,
Yeongdeungpo-gu, Seoul, 07325, Korea

BT Global Services
Korea Limited
Latvia

100% common

Muitas iela 1A, Riga, LV-1010, Latvia

BT Latvia Limited,
Sabledriba ar
ierobezotu atbildibu

Lebanon

100% ordinary

AbouHMamad, Merheb, Nohra & Chedid Law
Firm, Chbaro Street, 22nd Achrafieh Warde
Building, 1st Floor, Beirut, P.O.BOX 1651286,
Lebanon

BT LebanonS.AL.
Lithuania

100% ordinary

Aludariu str 2-33, LT-01113 Vilnius, Lithuania

UAB BTH Vitnius
Luxembourg

100% ordinary

¢ Limitada

12 rue Eugene Ruppert, L 2453, Luxembourg

Group

interest

in
: allotted Share
1 Company hame capital® class
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Malaysia

: New Zeatand

Level 5, Tower 3, Avenue 7, Bangsar South,
: Ne.8,Jalan Kerinchi, 58200 Kuala Lumpur,
¢ Malaysia

c/o Deloitte, Level 18, 80 Queen Street,
¢ Auckland Central, Auckland, 1010, N2,
 New Zealand

! BT Global Services

: Solutions Sdn Bhd 100% ordinary
: BT Global Technelogy
¢ {M} Sdn. Bhd. 100% ordinary
. BT Systems (Malaysia)
: SdnBhd 100% ordinary

Malta

i Branch®
: Nicaragua

Level 1, LM Complex, Brewery Street, Zone 3,
: Central Business District, Birkirkara CBD,
1 3040, Matita

: BT Nicaragua S.A.

100% -

. Mauritius

¢ ¢/fo Deloitte, 7th Floor Standard Chartered
. Tower, 19-21 Bank Street, Cybercity, Ebéne,
. 72201, Mauritius

BT (Nigeria) Limited
: North Macedonia

¢ BT Global

» Communications
¢ {Mauritiusj Limited
¢ Mexico

100% ordinary

Edificio Plaza Inverlat Blvd, Manuel Avila
i Camacho 1, Piso, Piso 6, Colonia Lomas de
! Chapultepec, Miguel Hidalgo, Mexico City,

11009, Mexico

i BT LatAm México, S.A.
: deCV.
: Montenegro

100% common

BT Sclutions Norway AS
. Oman

Vasa Raickovica 4b, Podgorica, Podgorica,
. Montenegro

BT Mentenegro DOO 100% -

! Moroceo

: Bd. Abdelmoumen, Immeuble Atrium,n 274,
. Lot. Manazyl Al Maymoune, 5eme etage,
: Casablanca, 20290, Morocco

i BT Solutions Limited —
1 Moroceo Branch®
: Mozambigque

100% -

Avenida Kenneth Kaunda, number 660,
. Sommetshield, Maputo City, Mozambique

BT Mozamhbique,

100% cuotas

{ Namibia

BT Global Services

Luxembourg SARL 100% ardinary
BT Broadband

Luxembourg Sarl 100% ordinary
Macao

i BT Solutions Limited®

Avenitda da.Praia Grande, No. 367-371, Keng
Qu Building, 15th andar C, em Macao, Macau,
Macao

BT Hong Kong Ltd. -
Macau Branch®

Malawi

100% -

KEZA Office Park Blocks 3, First Floor, Near
Chichiri, Shopping Mall, Blantyre, Malawi

BT Malawi Limited 100% ordinary

¢ Limitec®

Unit 3, 2nd floor, Ausspann Plaza,

Dr Agostinho Nete Road, Ausspannplatz,

! Windhoek, Private Bag, 12012, Namibia

BT de Panama, S.R.L.
: Paraguay

100% -
Netherlands

! Herikerbergweg 2, 1101 CM, Amsterdam,
: Netherlands
! BT Global Europe B.V. 100%  ordinary
¢ BT (Netherlands)
¢ Holdings B.V. 100% ordinary
: BT Nederland N.V. 100% ordinary
BT Professional
¢ Services Nederland BY. 100% ardinary
: Global Security Europe

100% -

{ T Holdings, Inc

BT Australasia Pty
Limited —-New Zealand
100% -

! Dedondefué el Restaurante Marea Alta

. Ahora quesilles, ELPipe, 2 cuadras al este,
‘10 Metros al norte, frente al, Hotel ELGran
! Marquez, Casa #351, Nicaragua, 2815,

. Nicaragua

100% capital

Nigeria

Civic Towers, Plot GA1, Ozumba Mbadiwe
. Avenue, Victoria Island, Lagos, Nigeria

100% ordinary

Str. Dame Gruev no.8, 5th floor, Building
1 “Dom naveenite invalidi”, SKOPJE 1000,
! North Macedonia

! BT Solutions Limited

Branch Officein Skopje®™  100% -

Norway

Munkedamsveien 45, Oslo, 0121, Norway

100% ardinary

: MaktabiBuilding, Building No. 458,

: Unit No.413 4th Floor, Road No —-R41,

. Block No. 203, Piot No. 107, Zone No. 5W41,
. ComplaxNo. 271, AlWatiyah, Bausher,

. Muscat, Sultanate of Oman, Oman

BT International

! Holdings Limited & Ce,

i LLC 100%
: Pakistan

{ Cavish Court, A-35, Block 788, KCHSL,
! Shahrah-e-Faisal, Karachi, 75350, Pakistan

ordinary

© BT Pakistan {Private)
Limited
Panhama

100% ordinary

! 50th and 74th Street, San Francisco, PH 909,

15th and 16th Floor, Panama City, Panama
100%

ordinary

i Av.Brasilia N° 767 casi Siria, Asuncion,
. Paraguay

BT Paraguay S5.R.L. 100% quotas

: Peru

LUrk, Jardin Av. Las Begonias No. 441, San
: Isidro, Lima, Peru

BT PeruS.R.L. 100% ordinary

: Philippines

11th Fleor, Page One Building, 1215 Acacia

: Ave Madrigal Business Park, Ayala Alabang,
: Muntinlupa, Metro Manila, 1780, Philippines

100% ordinary
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40th Floor, PBCom Tower 6795, Ayala Avenue
cor. Rufino 5t, Makati City, 1226, Philippines

BT Communications

Philippines

Incorporated 100% ordinary
c/o Sun Microsystems Phil Inc.,B767 Paseo de
Roxas, Makati City, Philippines

PSP[-Subic, Inc
Poland

51% ordinary

126/134 Marszalkowska 5t., Room 128,
00-008 WARSAW, Warsaw, Poland

. BT Belgraded.o.c
: SierraLeone

Group

interest

in
: allotted Share
¢ Company name capital® class

Group

interest

in
: allotted Share
! Company name capital® class

. Russia

Sweden

{ Room 62, prem xx, Floor 2, Pravdy, 26, 127137,
: Moscow, Russian Federation

: BT Nordics Sweden AB

i BT Solutions Limitad
¢ Liability Company
: Berbia

100% -

i Dimitrija Georgijevica Starike 20, Belgrade,

11070, Serbia

: BT Switzerland AG
: Taiwan

Box 30005, 104 25, Stockholm, Sweden

100% ordinary

. Switzerland

. Richtistrasse 5, 8304 Watlisellen, Switzerland

100% erdinary

100% crdinary

. 84 Dundas Street, Freetown, Sierra Leone

BT Poland Spétka Z
Ograniczong
Odpowiedzialnoécig
Portugal

100% crdinary

Rua D. Francisco Manuel de Melo 21-1,
1070-085 Liskoa, Portugal

BT Portugali-—
Telecomunicagdes,
Unipessoal Lda

PuertoRico

100% ordinary

The Prentice-Hall Corporation System,
Puerto Rico, Inc.,c/oFast Selutions, LLC, Citi
Tower, 252 Ponce de Leon Avenue, Floor 20,
San Juan, Puerto Rico, 00918, Puerto Rico

BT Communications
Sales, LLC Puerto Rico
branch®

Qatar

100% -

1413, 14th Floor, Al Fardan Office Tower,
Doha, 31316, Qatar

BT Global Services
(North Gulf) LLC

Republic of Ireland

49% ordinary

2 Grand Canal Plaza, Upper Grand Canat
Street, Dublin 4, Republic of Ireland

BT Communications
Ireland Limited

BT Communications
Ireland Group Limited
BT Communications
Ireland Holdings
Limited

BT Gicbal
Communicaticns
(Ireland) Limited

The Faraday
Procurement Company
Limited

Whitestream Industries
Limited

100% ordinary

100% ordinary

100% ordinary

100% ardinary

100% ardinary

100% ordinary

Dublin 2, Ireland

Canal Capital
Investment Limited

Romania

100% ordinary

Cladirea A1, Biroul Nr. 52, Nr 35-37, Str.
Oltenitei, Sector 4, Bucharest, Remania

BT Global Services
Limited Londra

Surursala Bucurestit 100% -
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{ BT (5L) Limited
Singapore

BT Slovakia s.r.o.
: Slevenia

100% ordinary

| Level3,#03-01/02 & #03-04, Block B, :
. Alexandra Technopark, 438B Alexandra Road, :
: Singapore, 119868 ;

: BT (India) Private
;. Limited Singapore

i Branch® 100% -
. BT Giobal Services
¢ Technologies Pte. Ltd. 100% ordinary
i BT Global Solutions Pte.
Ltd. 100% ordinary
BT Singapore Pte. Ltcl. 100% ordinary

! Slovakia

Dvorakovo nabrezie 4, 81102, Bratislava,
. Slovakia

100% ordinary

Cestav Mestnileg 1, Ljubljana, 1000,
. Slovenia

. BTGLOBALNE

. STORITVE,

¢ telekomunikacijske

. storitve, obdelava

: podatkoy, podatkovnih
. baz;d.oc.o.

. South Africa

100% ordinary

{ BT Solutions Limited®
¢ Tunisia

! BT TunisiaS.ARL
 Turkey

! BT Building, Woodmead North Office Park,
¢ B4 Maxwell Drive, Woodmead, 2191,
. South Africa

! BT Communications
i Services South Africa

¢ (Pty) Limited 70%  ordinary
. BT Limited® 100% -
¢ Spain

! €/ Maria Tubau, 3, 28050 de Madrid, Spain

. BT Global ICT Business
; SpainSLU

{osriL
BDO, Beaux Lane House, Mercer Street Lowar, © ~ -21Ka

100% ordinary

{ BT Solutions Limited®

! Level 03, No 11, Castle Lane, Colombo, 04,
: SrilLanka

BT Communications
¢ Lanka (Private) Limited
 Sudan

100% ordinary

Alskheikh Mustafa Buitding, Parlman Street,
: Khartoum, Sudan

Newgate

Communication
© (Sudan) Co. Ltd

100% ordinary

! BTMEAFZ-LLC

¢ shin Kong Manhattan Building, 14F, No. 8,
: Sec. 5, Xinyi Road, Taipei, 11049, Taiwan

BT Limited Taiwan
¢ Branch®
! Tanzania

100% -

Ragion Dar Es Salaam, District Kinondoni,
. Ward Msasani, Street Msasani Peninsula,

Road 1 Bains Singh Avenue, Plot number
1403/1, Ground Floor, 14111, United Repubtic

: of Tanzania

i BT Solutions Limited -
: Tanzania Branch®
: Thailand

100% -

No.63 Athenee Tower, 23rd Floor (CEQ Suite,
: Room No.38}, Wireless Road, Kwaeng
! Lumpini, Khet Pathumwan, Bangkok, 10330,

i Thailand

BT Siam

. Communications Co,,

: Lid 49% class B
¢ BT Siam Limited 69% preference

; Trinigad and Tobago

; 2ndFloorCIC Building, 122-124 Frederick
: Street, Port of Spain, Trinidad and Tobago

100% -

Ruede|’, Euro Immeuble 5lim, Block A-2nd
: floor-Les berges du Lac, Tunis, 1053, Tunisia

100% ordinary

Acibadem Mahallesi Gegen Sk. Akasya A,
: Kule Kent Etabi Apt. No: 25 A/28-, Uskitdar,
: Istanbut, Turkey

i BT Bilisim Hizmetleri

: Anonim Sirketi 100% ordinary
¢ BT Telekom Hizmetleri
1 Anonim Sirketi 100% common

i Uganda

. Engoru, Mutebi Advocates, Ground Floor,
Rwenzori House, 1 Lumumba Avenue,
. Kampala, 22510, Uganda

100% -

| Ukraine

Office 702, 34 Lesi Ukrainky Boulevard,
¢ Kyiv 01042, Ukraine

: BT Ukraine Limited
: Liabitity Company
: United Arab Emirates

100% stakes

. Office No GD3, Ground Floer, E|B Building
i No 04, Dubai, United Arab Emirates

100% ordinary
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Office no, 206 BLOCK B, Diamond Business
Center 1, At Barsha South Third, Dubai, P.O.
BOX 25205, United Arab Emirates

BT LAE Limited - Dubai

Branch (1)® 100% -
BT UAE Limited - Dubai
Branch (2)® 100% -

LUnited Kingdom

1Braham $treet, London, E1 8EE,
United Kingdom

Autumnwindow Limited  100% ordinary
Autumnwindow No.2

Limited 100% ordinary
Autumnwindow Ne.3

Limited 100% ardinary
Belmullet {(loM)

Limited" 100% -
BPSLP Limited 100% ordinary
British

Telecammunications

plc 100% ordinary
Bruning Limited 100% ordinary
BT {Internaticnal)

Heldings Limited 100% ordinary
BT (RRS LP} Limited 100% ordinary
BT Communications

Ireland Group Limited

—LIK Branch® 100% -
BT Corporate Trustee limited by
Limited 100% guarantee
8T European

Investments Limited 100% ardinary
BT Fifty-One 100% ordinary
BT Fifty-Three Limited 100% ordinary
BT Global Security

Services Limited 100% ordinary
BT Glebal Services

Limited 100% ordinary
BT Holdings Limited 100% ordinary
BT loT Networks

Limited 100% ordinary
BT lLancashire Services

Limited 100% erdinary
BT Limited 100% ordinary
BT Ningty-Five Limited  100% ordinary
BT Nominees Limited 100% ordinary
BT OnePhone Limited® 100% ordinary
BT Property Holdings

(Aberdeen) Limited 100% ordinary
BT Property Limited 100% ordinary
BT Sixty-Four Limited 100% ordinary
BT SLE Euro Limited 100% ordinary
BT SLE USD Limited 100% ordinary
BT Solutions Limited 100% ordinary
BT UAE Limited 100% ordinary
Communications Global

Metwork Services

Limited - UK Branch® 100% -
Communications

Networking Services

(UK 160% ordinary
EE Group Investments

Limited 100% ordinary
ESAT

Telecommunications

{LIK) Limited 100% crdinary
Extraclick Limited 100% ordinary

BT Cerporate Limited

¢ Limited

! Openreach Limited

{ The Balance, 2 Pinfold Street, Sheffield,
: 512GL, United Kingdom

Plusnet plc
: Trident Place, Mosquite Way, Hatfield,
1 Hertfordshire, AL10 9BW, United Kingdom
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: Alexander Bain House, 15 York Street,
! Glasgow, Lanarkshire, G2 BLA, Scotland

100% ordinary
! BTFalconLP 100% -
! BT Falcon2LP 100% -
¢ Holland House
¢ {Northern) Limited 100% ordinary

BDOLLP, 55 Baker Street, London, W1U 7EU,
1 United Kingdom

BT Centre Nominee 2

100% ordinary
i BT Cornwall Limited 100%  ordinary
BT Facilities Services
Limited 100% ordinary
; BT Managed Services
T Limited 100% ordinary
i EE Finance Limited 100%  ordinary
¢ groupBT Limited 100% ordirary

| Kelvin House, 123 Judd Street, London,
: WC1TH 2NP, United Kingdom

{ BT (Vietnam) Co. Lte.
: Zambia

BT Solutions Limited®
¢ Zimbabwe

100% ordinary

100% ordinary

! EE (Group) Limited 100%  ordinary
: EE Limited 100% ordinary
EE Pension Trustee
Limited 100% ordinary
Mainling
¢ Communications Group
Limited 100% ordinary
Mainline Digital
. Communicatiocns
! Limited 100% ordinary
i Orange Furbs Trustees
1 Limited 100% ordinary
i Qrange Home UK
i Limited 100% ordinary
: Orange Personat
: Communications
1 Services Limited 100% ordinary

i United States

. ¢/o Corporation Service Company,
¢ 251 Little Falls Drive, Wilmington DE 12808,
: United States

BT Americas Holdings

¢ ne, 100% common

! BT AmericasInc, 100%  commen

! BT Communications

! SalesLLC 100% units

! BTFederal Inc. 100% commaon

: BT Procure L.L.C. 100% units
BT United States L.L.C. 100% units

infonet Services

. Corporation 100% common

Group Group
interest interest
in in
: allotted Share allotted Share
. Company name capital” class ! Companyname capital® class
Global Security Europe ¢ Uruguay
¢ Limited 100% ordinary - " -
| Newgate Street : ?;n;g;tsrﬂ’ls:ﬂ, ontevideo, ZIP CODE
i Secretaries Limited 100%  ordinary 060, Uruguay
Numberrapid Limited 100% ordinary ! BT Solutions Limited
Pelipod Ltd 100% ordinary | SucursalUruguay® 100% -
. Ractianz Limited 100% ordinary | Venezuela
: Southgate H— - -
" Developments Limited 100% ordinary Ed.IfI.C[D Parque_Crlstal, 'I:orre Oest_e, Piso 5,
: X o X : Oficina 5, Avenida Francisco de Miranda,
¢ Tuder Minstrel 100% ordinary  : |irhanizacién Los Palos Grandes, Caracas

1060, Venezuela

BT LatAm Venezuela,
P SA 100%

ordinary

BT Global (Venezuela)
S.A.

100% ordinary

i Vietham

16th Floor Saigon Tower, 29 Le DuanRoad,
* Pistrict 1, Ho Chi Minh City, 710000,
: Socialist Republic of Vietnam

100% ordinary

Plot No. 11058, Haile Selassie Avenue,
: Zimbabwe, Lusaka, l.usaka Province, 34972,
¢ Zambia

100% -

: 3 Baines Avenue, Box 334, Harare, Zimbabwe

Numberrapid Limited® 100% -
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Associates i Jointventures . Joint operations
Group : Group ‘ Group
interest interest interest
in in in
allotted Share allotted Share ! allotted Share
Company name capital® class ! Companyname capitat® class | Companyname capital? class
Held via other group companies i Held via other group companies . Held via other group companies
Mauritius : Indonesia ! United Kingdom
IFS Court, Bank Street, TwentyEight { 20/F of IWG Spaces at World Trade Cantra 3, ° Sixth Floor, Thames Tower, Station Road,
Cybercity, Ebene, 72201, Mauritius ¢ J,Jend. Sudirman, RT.4/RW. 2, Karet : Reading, RG11LX, United Kingdom
. Kuningan, Kota Administrasi Jakarta Selatan, :
Mahindra - 8T : Jakarta, 12920, Indonesia Mobile Broadband
Investment Cnmpany : ;. Netwoerk Limited 50% ordinary
(Mauritius) Limited 43% ordinary : PTSunMicrosystems :

Philippines

32F Philam Life Tower, B767 Paseo de Roxas,
Makati City, Philippines

ePLDTSunphilcox JV,

Inc 20%
SunPhilcox JV, Inc 20%
United Kingdom

ordinary
ordinary

24/25The Shard, 32 London Bridge Street,
London, SET 954G, United Kingdom

Digital Mobite

Spectrum Limited 25% ordinary
Unit 1, Colwick Quays Business Park, Colwick,
Nottingham, Nottinghamshire, NG4 2JY,
United Kingdom

Midland
Communications

Distribution Limited 35% ordinary
Phonetine (M.C.D)
Limited 35% ordinary

2nd Floor, Aldgate Tower, 2 Leman Street,
London, E1 8FA, Linited Kingdom

Youview TV Limited 4% voting

BT Groupplc Annual Report 2022

Indonesia 60% ordinary

Philippines

© 11th Floor, Page Cne Building, 1215 Acacia

i Avenue, Madrigal Business Park, Ayala

. Alabany, Muntinlupa city, 1780 City, Manila,
: 1780, Philippines

¢ Sun Microsystems
i Philippines, Inc 51%
: United Kingdom

common

6th Floor, One LondonWall, London,
. EC2ZY 5EB, United Kingdom

¢ Internet Matters
¢ Limited

1 St Helen’s 1 Undershaft, London, EC3P 3DQ,
: United Kingdom

25% -

i Rugby Radio Station
. (General Partner)

- Limited 50% ordinary
: Rugby Radio Station

: (Nominee) Limited 50%  ordinary
¢ Rugby Radio Station LP 50% -

Alljoint ventures are governed by a joint
: venture agreement,

! EE Limited and Hutchison 3G UK Limited
(together ‘the Companies’) each have a

¢ 50% share inthe joint operation Mobile

: Broadband Network Limited (‘MBNL).

: MBNL's ongoing purpose is the operation
¢ and maintenance of radio access sites

i for mobile networks through a sharing

: arrangement. This includes the efficient

! management of shared infrastructure and
i a3Gnetworkon behalf of the Companies,
acquiring certain network elements

: forshareduse, and coordinating the

i deployment of new infrastructure and

! netwerks on either a shared ora unilateral
i basis (unilateral elements being network
assets orservices specific to one company
i only). The group is committed to incurring
: 50% of costs inrespect of restructuring

i the shared MBNL network, a broadly

i similar proportion of the operating

costs (which varies inline with usage),

i and 100% of any unilateral elements.

MBNL is accounted for as a joint operation.

Guarantees for the joint operation are
: given by British Telecommunications plc
¢ and CK Hutchison Holdings Limited.

The principal place of business of the joint
i operationisinthe UK.

a The proportion of voting rights held corresponds to

the aggregate interestin percentage held by the
holding company and subsidiaries undertakino.

! b Nasharesissued for abranch.
S ¢ InApril 2021, group acquiredthe remaining 30%

ordinary shares of BT OnePhone Limited therefore
the company is now a wholly owned subsidiary.



Additional information

Alternative performance measures

Introduction

We assess the performance of the group using a variety of
alternative performance measures that are not defined under
IFRS and are therefore termed non-GAAP measures. The
non-GAAP measures we use are: adjusted revenue, adjusted
operating costs, adjusted finance expense, adjusted EBITDA,
adjusted operating profit, adjusted profit before tax, adjusted
earnings pershare, return on capital employed, normalised free
cash flow and net debt. The rationale for using these measures,
along with a reconciliation from the nearest measues prepared
in accordance with IFRS, are presented below.

The alternative performance measures we use may not be
directly comparable with similarly titled measures used by
other companies.

Specific items

Ourincome statement and segmental analysis separately
identify trading resutts on an adjusted basis, being before
specific items. The directors believe that presentation of the
group’s results in this way is relevant to an understanding of the
group’s financial performance as specific items are those that in

size, nature or incidence,

This presentation is consistent with the way that financial
performance is measured by management and reported to the
Board and the Executive Committee and assists in providing an
additional analysis of our reporting trading results.

In determining whether an event or transaction is specific,
management considers quantitative as well as qualitative
factors. Examples of charges or credits meeting the above

definition and which have been presented as specific items in the |

current and/or prior years include business restructuring
programmes, acquisitions and disposals of businesses and
investments, charges or credits relating to retrospective
regulatory matters, property rationalisation programmes,
significant out of period contract settlements, net interest on
our pension obligation, and the impact of remeasuring deferred
tax balances. In the event that items meet the criteria, which
are applied consistently from year to year, they are treated as
specific items. Any releases to provisions originally bocked as
aspecific item are also classified as specific.

Details of items meeting the definition of specific items in the
current and prior year are set out in note 9.

Reported revenue, reported cperating costs, reported
operating profit, reported net finance expense, reported profit
hefore tax and reported earnings per share are the equivalent
IFRS measures. A reconciliation from these can be seenin the
group income statement on page 129.
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! Netdebt and net financial debt

Net debt consists of loans and other borrowings, lease liabilities
i (both current and non-current) less current asset investments

: and cash and cash equivalents, including items which have been
i classified as held for sale on balance sheet.

: Our net debt calculation starts from the expected future

: undiscounted cash flows that should arise when our financial

¢ instruments mature. Currency-denominated balances within

i net debt are translated to sterling at swap rates where hedged.
Fair value adjustments and accrued interest applied to loans

: and borrowings, current asset investments and cash equivalents
¢ toreflect the effective interest method are removed.

Net debt is a measure of the group’s net indebtedness that

! provides an indicator of overall balance sheet strength. Itis a key
¢ indicator used by management to assess both the group’s cash

! position and itsindebtedness. The use of the term 'net debt’
does not necessarily mean that the cash included in the net

: debtcalculation is available to settle the liabilities included in

i this measure.

Net financial debt is net debt excluding lease liabilities. It allows
. for the comparison to net debt measures reported before the

¢ introduction of IFRS 16 on 1 April 2019, and reflects a view that
management’s judgement nead to be disclosed by virtue of their |
¢ financing transactions.

lease liabilities are operational debt in substance, rather than

¢ Netdebt and net financial debt are considered to be

. alternative performance measures as they are not defined

¢ in IFRS. A reconciliation from loans and other borrowings,
lease liabilities, cash and cash equivalents, and current asset
¢ investments, the most directly comparable IFRS measures to
 netdebtand net financial debt, is set out in note 26.
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Additional information continued

Return on Capital Employed

We use a return on capital employed (ROCE) measure that
serves as an indicator of how efficiently we generate returns
fromthe capitalinvested in the business. It is a group KPI that
is directly relatable to the outcome of investment decisions,

ROCE represents the group’sreturns as percentage of
capital employed.

Returns are defined as adjusted earnings before interest and tax.
. used by investors and analysts to evaluate the operating

financial performance of companies, particularly in the
: telecommunications sector.

i We consider EBITDA and adjusted EBITDA to be useful

i measures of our operating performance because they
appreximate the underlying operating cash flow by eliminating
¢ depreciation and amortisation. EBITDA and adjusted EBITDA

: are not direct measures of our liquidity, whichis shown by our

i cash flow statement, and need to be considered in the context
i of our financial commitments,

We use an adjusted measure (before specific items) for the
reasons explained in the ‘specific items’ section above.

Capital employed represents equity, debt and debt-like
liabilities. We net the derivative financial instruments and cash
and cash eguivalent balances that we use to manage financial
risk against gross debt, and exclude current and deferred tax
balances as the measure is determined on a pre-tax basis.

While our long-term capital investment programmes such as our
fuil fibre rollout deliver value-creating long term returns, they
suppress ROCE in the short-to-medium term.

The following table sets out the calculation of our ROCE
measure. In doing so it reconciles returns to operating profit, the
most directly comparable IFRS measure, and presents the
components of capital employed.

. Adjusted EBITDA

2022 2021
Year ended 31 March £m Em
Reported operating profit for
the period 2,885 2,587
Share of post tax profits (losses)
of associates and joint ventures - 8
Specific items (nen-finance and tax) 287 481
Return for the period 3,172 3,076
Equity, ciebt and debt-like liabilities
Loans and other borrowings 16,185 16,685
Lease liabilities 5,760 6,152
Retirement benefit obligations 1,143 5,096
BDUK grant funding deferral 4188 568
Total equity 15,296 11,679
Adjust for balances used to hedge
financial risk
Cash and cash equivalents {(777) (1,000
Invastments (2,713) (3,683)
Net derivative financialinstruments 221 48
Adjust for tax balances
Net deferred tax liabilities 1,671 240
Net current tax receivable (406) {197)
Capital employed 36,426 35,788
Return on capitalemployed 8.7% 8.6%
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i Adjusted EBITDA

In addition to measuring financial performance of the group

: and customer-facing units based on operating profit, we also

I measure performance based on EBITDA and adjusted EBITDA.
! EBITDA s defined as the group profit or loss before interest,

i taxation, depreciation and amortisation. Adjusted EBITDA is
defined as EBITDA before specific items, net non-interest

! related finance expense, and share of post-tax profits or losses

of associates and joint ventures. EBITDA Is a common measure

A reconciliation of reported profit for the period, the most
directly comparable IFRS measure, to EBITDA and adjusted
: EBITDA is set out below.

: 2022 2021
: Yearended 31 March Em £m
Reported profit for the period 1,274 1,472
: Tax 689 332
Reported profit before tax 1,963 1,804
i Netinterestrelated finance expense 813 773
: Depreciation and amortisation 4,405 4,347
. EBITDA 7,181 6,924
{ EBITDA specificitems 287 481
i Net other finance expense 109 18
: Share of post tax losses (profits) of
i associates and joint ventures - (8}
7,577 7,415
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Normalised free cash flow ! Belowwe reconcile normalised free cash flow by unit:

Normalised free cash flow is one of the group’s key performance 2022 2021
indicators by which our financial performance is measured. itis | Yearended 31 March Em Em
primarily a liquidity measure. However, we also believe itis an ! Consumer 917 714
impaortant indicator of our overall operationai performance as Enterprise 791 1,352
it reflects the cash we generate from operations after capital ! Giobal 131 187
expenditure and financing costs, both of which are significant i Openreach 448 486

ongoing cash gutflows associated with investing inour ! Other (805) (1,280)
infrastructure and financing our operations. : _

Intra-group items

Normalised free cash flow is defined as free cash flow (netcash | Normalised free cash flow 1,392 1,459
inflow from operating activities after net capital expenditure) :
after netinterest paid and payment of lease liabilities, before
pension deficit payments (including their cash tax benefit),
dividends from associates, non-current asset investments,
payments relating to spectrum, and specific items. For non-tax
related items the adjustments are made on a pre-tax basis. It
excludes cash flows that are determined at a corporate level
independently of ongoing trading operations such as dividends,
share buybacks, acquisitions and disposals, and repayment and
raising of debt,

Normalised free cash flow is not a measure of the funds that are
avallable for distribution to shareholders.

A reconciliation from cash inflow from operating activities, the
most directly comparable IFRS measure, to free cash flow and
normalised free cash flow, is set out below.

2022 2021
Yearended 31 March £m £m
Cash generated from operations 5,962 65,251
Tax paid (52) (288)
Net cash inflow from operating
activities 5,910 5,963
Net purchase of property, plant and
equipment and intangible assets (4,607) 14,818)
Free cash flow 1,303 1,145
Interest received 6 6
Interest paid {755) (770)
Add back pension deficit payments 1,121 955
Remove cash tax benefit of pension
deficit payments - (181)
Bividends from associates 1 5
Add back net cash flow from specific
iterns 606 390
Add back net sale of non-current asset
investments (8) “m
Add back prepaymentinrespect of
spectrumlicence auction (223} 702
Remove payment of lease liabilities {650} (782)
Normalised free cash flow 1,392 1,452
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Cautionary statement regarding forward-looking statements

Certain information included in this Annual Report and
Accounts is forward looking and involves risks, assumptions and
uncertainties that could cause actual results to differ materially
from those expressed or implied by forward looking statements.
Forward looking statements cover all matters which are not
historical facts and include, without limitation, projections
relating to resuits of operations and financial conditions and
the Company’s ptans and abjectives for future operations.
Forward looking statements can be identified by the use of
forward looking terminology, including terms such as ‘believes’,
‘estimates’, ‘anticipates’, ‘expects’, ‘forecasts’, ‘intends’, ‘plans’,
‘projects’, ‘goal’, "target’, ‘airy’, ‘may’, 'will’, ‘would’, ‘could’ or
‘should’ or, in each case, their negative or other variations or
comparable terminology. Forward looking statements in this
Annual Report and Accounts are not guarantees of future
performance, All forward iooking statements in this Annual
Reportand Accounts are based upon information known to the
Company on the date of this Annual Report and Accounts.
Accordingly, no assurance can be given that any particular
expectation will be met and readers are cautioned not to place
undue reliance on forward looking statements, which speak
only at their respective dates. Additionally, forward looking
statements regarding past trends or activities should not be
taken as a representation that such trends or activities will
continue in the future. Otherthan in accordance with its legal or
regulatory obtigations (including under the UK Listing Rulesand
the Disclosure Guidance and Transparency Rules of the Financiat :
Conduct Authority), the Company undertakes no obligation

to publicly update or revise any forward looking statement,
whether as a result of new information, future events or
otherwise. Nothing in this Annual Report and Accounts shall
exclude any liability under applicable laws that cannot be
excluded in accordance with such [aws.
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