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BEMEHFEHEOIML > BINEEEZE—HET/N
PHEEBEEREATR TSN T EEE - [hRE
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124~1216 @2k FAMISEBEE A FIEEE SME g &
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1211 (750 fad--EEEER 178
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2 FREXBAFATIEEFTHBERITHREA
EXRE
— KAERFEML
(—) M

RS A PR U = SR B E N B4 S BT
Retail ~ BT Wholesale ~ BT Ignite ~ BT Openworld :

® BT Retail

FRERE A EEIRBHREEE  SHEABE TSR AREE AT

RHERIZ R EEE LR EAERE T - BUR - HEPRHERS R 1

BEARHs W R PR SRR A e A L B R R

HE - EHRREEEEEF T EAEE A -

® BT Wholesale

T B R At e BRI IR G BB N (S A F] - MK Ed

ARFEER ~ DAk BT SR MR ENT - 2002 FETAHE
- Z“E/UTERA -

® BT Ignite

EE BBt MR IR G EERR M MPLS-based IP-VPN K fnfEAk

5 2002 FBHCE /B TERBUT ' th E—FRRBESCE

+ 0 BT ABE—EUTNEERA -

® BT Openworld

£%—% Internet Service Provider ( ISP) - $2Ht—fk& FEch/\

R P EHERNMERES - BN AR S H B s

1% RS 2002 FE0 » B A BRI TR Games

Domain DA ZESZEGMN A L EGHRYH S5/855 dotmusic - B TAE

BT A -



(Z) $42% (SME) Wi @EHREK
1. 7E SME Wi @718 » KRR —F P RS
TEER - FHERERR - fiFSBREATT ~ 1Tig
IIFNES © SRR IR SR AR E RIS
&~ BEAHIENN - RREIREE - HBIBUNBERS -

SME Challenges

Chatlenges to Businesses over next 12 months

ing market 53% Amount of red tape/

bureaucracy
Managing cash flow/keepin ﬂ i
m;sisg dogwn ping 32% Rising Costs
Recruiting key personnel 30% The economy generally
Making a profit 3"% UK legislation or
regulation
Managing in a downturn C:_H% European legislation or
regulation
Retaining key personnel ‘31:% Skills shortages
fing without losing 20'1. Local ar%}oﬂy fegislation
or regulation
Innovation 319% Making most effective use
N of IT and Technology
Raising finance [l Getting best deals from
" suppliers
Responding to competition B'“‘ Intemational Competition
E-commerce |2% None
Source:  Emst & Young 2001 Enterpriser Survey (N = 479) - (Prompted fist) Source: British Gas Trading 2001 Survey of SMES (N=456) - (Prompted list}

(=) "% ER (Segmentation)
LB TEEZEFESBHESH - & - PRI/ PR
P HESHFERFEOT  BEREERREE A THES
FASREK B T$R4CH (Strategic Marketing Manager ) Ed Best
18 - tE FERIEE A S -

> FEEEER
&E N DEERIHIRE
( custmer value) >
PEHNETAB
S
DRORENE
®hH >
( potential growth J| 1P MR B RN
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Enterprises

(348 T/)

/

Micro business

(425 F8B)

\

3 ARHVIMESEE P AR B TR AR TS /7 =

HH H&) &l rhRI{p3E /Ml
ESEHEGERE BT AH: BETA: BT AH:
AR |50-500 5-100 1-10
GRS | ARE ) IBFHE
e BT P
B8 35 20 348 425
(+5)
HEVE (160,000 (27,000 2,000 660
BEPEIE
RIS R [E]<F R G
TTERRIS TR A IR 2K IR shEaf | 2Rl
A |BEEE | REETE [EE (Inbound)
TFERMAR |FliRS
%
(PY) 41785 K%

1.BT Business FAfs d SRS

® {fiay : B BT MRHGFINE - IR B KB E ST
BEEFEEEE -
® (TF; : HES ARt AEAR (endtoend)
DRt E R IFTK -

2.SME Yl - Soh/ bR S IRIEEIASLEE

7

(IT) #



EHRFS » DIRIEHE [T 455 P SR E1E
3. EEBATREME (Strategic Priorities) -
® S| BRI TS
o AR ABIZINIH S T H 2R
MESTE S B A O E S TR A S A -
® HNENZEEESE - KaE A TR
LR ERS G -
® HEHHEFRIR
—JEFEES - ROER R RREE R o B h
WTHEERF -
¢ BEAXKFWMEE
— WEE FRFRKEIHA -

(F) #EHEH LA EH Y BT Wholesale

| B S R R I

® SLEE(SHY 2000 FEHEH ADSL > 2001 -6 BT
Wholesale & & -

® 2001 FSLAE 1010 ERFAHIZ AR -

® 2002 F£—RH#EHERFECLE (self-install) E S -

Z R B GBI RS ER -

® 2002 f£ 71 H BT BEAMHT 2 BT F S EUHERE
(access) EifFE (content) -

® 2002 LA KSR (essrEEEs -

>200 Wholesale DSL
Customers

v /v

Ol PEX < custom #
sropenworldl
-=.. [« serve DauCQmms ns o
xzerg L <7~

r > -

o= £l The UK has one of the most
20 ) open markets in the world

QAEEER TS L EHEEEHBIHEZRRETER -
3.BT Wholesale 3% B MRS P 5 > FEHLEE] ISPHA » HE
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4.BT Wholesale FYfREEE 5 — (FEEIR - BB LUR T RIS -

New TV marketing campaign - 22nd September 2002

Serging "Burst Fpe” ad to iife

BT tent brought to life
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T ZEAEREERN
(—) AHBEEN
EREGHANT _AEAPREERYTERS - RUT=8
“HEF - R AN = TEFURERER e T8 B 1
AN (EER) ETEELTERA - 2001 G2 BGE 430 (EBOT » 518
83 {BEXTT. » 2002 A== 1 466 {EBIT » B51EE 207 (BEOT @ 8 T ERE
#9 LEESEN - EEBUTEAETHE ERER S6%1ID » FE
BB EREERYE T 2R  HEBUNTHZER S EHE A
EEEHRNEERRA - (FREEDS  EEEHhH BRI BUTSHE
BH - FREAH - ESHEERE - it EEECEHEREANE
T4 BETHH 0 ERRFLAKE  MARAHEEN LIEZERE
RAYERE - RIEATREREA S Bt - EEEEFREE TRAT
BIR  BEE R TEIEAMBOTERRT -
BB FEEENME
1. Fixed—Line service & Distribution France
HERF & B E M IR Rl imas (e T8 AR FimfRes -
HEXPFHEAOREEEYS  fEENEFEE - TNEE -
HEHFIaEEERR TS EEF S EK  residential and
professional clients ) HJARFSEEITEE
2. Corporate solution
HEFIBaEHAREHERF - BEAEEFHEEMEGFARRE
RS AR B R D T R LA R BRI AR » MBS EI b ZERIH Equant
SRARHS » Wil & HAIERBIR 73 B 3R SR AR BN
Transpac (data transmission) * Expertel Consulting * France Telecom
e-business ~ TDF (audiovisual services ) % o
3. Networks and Operators
LEERF I R B R RERS ELIE R AT ERT - ER X BERER
EEHAHBEINEEERER B E - FE5/FH FCR -~ France
Telecom Marine ~ Long Distance °
4. Orange
BETEERERKE > BT 7,000 AhHE =02 —EEst
TAE - WARIEEER 2R HERE - B AEER - 2
1TENERETISAVRE - 200l EENEFEE 3 TIEEF » £/
FHRH 28.8% - HFARAEREE ~ IIEWER - HERBHY Orange
PR o BN AT o R SMS 2655 (5 R RIERONIEH
EFEEAM B2 T 6 B & HBRIERBIKAY 10%LA -

5. Wanadoo



B EHEER IR < RE - LRI A R AR
( commuted network * cable * ADSL - satellite) > PARE{BEEZF
AR EE TR (B2B) - ALMEE, - fEutadEmAA
ARFSE -
6. Research & Development and IT
HEZER A TS AR E S F AR I S A AR
% RETHFRE THERESEEIER -

(Z) &XEPR%

FEREFHARF - H/IMEEZFNIREER (B8R - )KH
e~ HE - SHEEHEE TR REFHEEBRE%E
& F HR#5HH Corporate solution ZRFF$2#E Total solution » #R{EZEFTEE
Z8F9 ( Business Marketing Division ) 183&$ R & Michel
Khmomenko 8 * KEFEHI—EF  IkKEFHEBWER S BE
SREI=4F - BRUKE H ARH RS » WMikHRK ICT Solution ~ g5
F LB - /B 20 BF - HITHARBHIE
Fi Call Center/Outbound MAEENEENEIEE S DM -

(Z) P E¥F/ THITHEE

1.Wanadoo’s

EXEEFNEEE - SRR R BT EE
% o U =2k E 600 AdtEEF - KEaHIH/ME
SEE BT A Wanadoo $RALRIARFS - L E/MpeZEEL SOHO Kl #)
Ffl Page Jaunes (ZE{IA/X FIRYEE Fi57 highPage ) KRB EREYL
FHARPEX FAFRE RS EMHIIRE » 15 Wanadoo 2R
FERRE TR AR -
SRS S5 2 Wanadoo 2Bl —THEREEHI T 15K - AR
Page Jaunes » I HEEE 55 - STAEGNGS RRISTE TR AL
# o
QBB /IME RIS E &

HEEIEER 2000 S H/IMbRR A —EF BRES
FEfh

»  Oleane Open-f2fit FHEaErEHarRtERAIRYS: - BFEET

{EF8 ~ B ALl B Bk -
> Oleane Multi-FEE B ZEAETHERE (intranet ) EIFERZE

KA\ FI By ST RS - BAVELR R K B ERMELR AR -
»  Oleane Control-f2it /2R ~ A ZRHGEE (intranet &

extranet ) ©



I ANV EREETS B ERSESR E AT B - EE
TR E R R EE A
2. BRI MR AERI RS - G EE Compag &1F »
FH Compaq fEHEA PR > BERSHIREREEEE T
Wanadoo F2fit ARz Netissimo £ ADSL °
3. EEEEFR 1998 FHERE AEFE% TS BREREGTERM
Andersen Consulting * Logic Achat 4} » dfi§t ¥/ M EERETE
BZFEE > IR EME#H (payment and encryption) 5 5355
RSBt ER P EFEETRK 0 8l Global One &1F » HEHBIIE
B A o
(PY) Wholesales
B REON BB - YABIE(S A Open Transit FEiZ » $2HE T
51 Wholesales ZEF% :
® Open Transit internet — Rt R FE IR U Z 45 ISP -
® Open Transit mobile-to-mobile — IZLEEFHIRS GSM #£F
®  Open Transit City-to-City — BRI 3= B SRR 4G
EHBFEE AT -
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- FXEPI L E e ELRHERAEA R
TERBRFTHRGSERF AR - AHAT i Bl R S A B
R IERALNFERSH/MEZETS R R E RS ESNE
BE o RN FIESE e (MRS ELTE 1P MRS AR (b3 1E S B RS
(IP-VPN) ~ #(a] 512 ~ FrittfOLEER(FTTB) » e S EMmRRE
FEU e hBImT G - MR FRYREE(CRM : Customer
Relationship Management) ~ /&2 & VFET#I(ERP © Enterprise Resource
Planning ~ B #8ELEEE%(PKI © Public Key Infrastructure) ~ fLfE
#8578 (SCM * Supply Chain Management) * {GFERLL 35 HERD
3 e (LlREs » B SERERR RIS RS -
R IMEREAETHE EAREEE - TR A EAIAE (IT)
T afere 5 [ SEHER e L TIF  IRE AR FERCREETE A
B RebZé e W B  S— RSB IEIFEERNHBETH
{FEF 4 user-friendly ) £F 25 82 5 F (easy install ~easy use*easy maintain)
HESKT » HNBEHERAR SR KAERY] - HAXFEER
EEHAR] » EER IR Acatel L —ESHHH/MBZE e LAY
FE &k OmniPCX Office » XfEMNAIT -
1. EFEHBER
OmniPCX Office R HFFTAMIFR KEGE—FE 17
MR AR A RN RS Y - BB AR
Ay - WIS SRR R - SRS - (B A BN
EREEE(SAERRB YRR IIEE - S8 (on-site ) BEE)S -
ERIBE SRS IR DA R B R e - S
6-236 El T HE B/ M ZER = - SRt —EHR R
RETRM - FR/IMEER PO S S EGTIE
IIRE °
ERVREGERA Linux {EXERM - SRR G RSB
PR A e - MR A E RS R s AT BA s  E AE
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2.

fuE

F#REG -

(S 7 S AR S

AR LS 6 e Z KBRS 10/100 BRI
PEATHAZS S AR - SRER AT RS P/ B3 Intranet HIZK
e OREEREEE  BRHEHL IR SRR
& - 41 OmniPCX Office f#HR 5 ZE AT AEE R 2 I8
BEIRAS SRR AR a E B B » 40 A% DHCP (Ef
EEHEERE ) [ERES - AT 58 BB e IR
WTERE IP (7L » SRR PRl S & IR e IP &%
fi4n PC 5K IP &EEE -

e AR R T 22

iR/ ERNEIRTFRE R - SRS EARE
FRBRZEARTS « L RARHIARG K ~ BB nTERIRY
MR IRG S - WEACREEAE T B RS
DARFEE{EF - (HEEE TERSII6E - W IRA]
EENEER R B EEE (VPN) - s
%@ NFIESATE] - BEBREHETEMER A -

cu:l =] %&ﬁ%

EkRT BE—EEERR i heesh iRt VoIP A% -

FEERLFIRSETEE IP EiEK IP EELEREE > [EIFRFIRAL
—BBETBERESS (Integrated Media Gateway ) 738 H.323
HESE(EERME o IERS T KIREIE TR ERE -

th/MESEEARE A TP EES - EEsX DHCP fRlfiR#s - &

RABEEIN—E PCRHEFISERE AT —@E Z A MRS
EEHRANATEEE - IB5eRW IP B S EaE ¢
> IP Reflexes : 588 [P BEaAE & » A S ARGESTIR
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> Fast [P Enabler : —EZ&4EHAS - BB i et PREHARK
IP Reflexes TEEE °

» 1P PIMphony : —EEZEHAS » AJE— O S HEEANENGE
7 IP £y 1P EBREThAE -

> H.323 FEdh 0 —F H.323 BEEEH K NetMeeting K88 -



B SRR

[1]

- HEMBIEE A FHERT/MEREF T -

HRELE R E AR EE A AR ER T/ NMEEE S
15 - TR 7RSS WEFEARES ol - REREEFERR
HFER - M/EEE FRIRAREBENTE  RESEEES
EEPIBBULTIS - SREHETRFTERG E-CRC-FIND #1771 &
Bt EM AT ERRRERE , & RNCERIEST X
R SRRV ESE 74.296 - AUMZER 37.196 » /NEUBZER
1#26.2% » FABEEAHHUIMESERERUERILR - FERARE
¥ B—AFREES - [EEHBHTS - Kt ALFAES
WERER - IRt IMERER PSS - ThRIA A&

HUNERRRRR > HERBSTEREN -

A NMESERISRE ARSI A BT ) 3 e (LIEERIE -
WX EEHFREETHE P NEEEFFR - AREEEEA
R - EiEEA - DA - BT L - H5g
& AR NEERRIERES - SIIERERH /M
EEFTBHTTIAR - MIDIHAER SR EEER
ADSL ~ FTTB % » W& Acatel HiS B HBIRBEOGHERE
at OmniPCX  Office » FHHERD HP BEASRE IR Bt FE kRS - ShAE
TAAEREARS -

- RIREEEIMERE 2 - ERGAIFRERERLER -

AN EI BRI E AR & I B S R R B R (S AHE > BREERIE -
Hitt - B EREEEE SR P frR - BiSR M
PRAERE N ARMAE R (Internet Content Provider ) UK N B ARFSFR{EE
EBETE > HRFBLES  BRIMEEZTFPTSEHRF N WA
KAREEEENMEARS B -
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The SME Market

4th December 2002

. BT.com/business Connections that get results. BT;‘
€

BT Business: the elevator pitch

* 1.2m customers

. 259 of BT Retail
revenues

- 80% of revenues from
products which existed
80 years ago

* No.1ISP

* No.1 Broadband
To earn, for BT, the position of market and thought
leader in communications for Business customers in
[C LI

BT.com/business Connections that get results, BTg :




SME Challenges

Challenges to Businesses over next 12 months Difficulties facing Companies over next few years

Increasing market penetration Amount of red tape/

Managing cash flow/keepin, i
9109 & ping Rising Costs

costs
Recruiting key personnel The economy generally

Making a profit (T =7 o UK legistation or
regulation
Managing in a downturn 2"/- European legislation or
. regulation
Retaining key personnel 2’ % Skills shortages

Growing without losing con(rulzo% Local art{i\ority legislation
or regulation

Making most effective use _

of IT and Technology 3%

Getting best deals from 32%

Getting b

Internationa! Competition B 16%

Innovation

Raising finance

Responding to competition

E-commerce |z-/. None I"‘

Source: Emst & Young 2001 Enterpriser Survey (N = 479) - (Prompted list) Source: British Gas Trading 2001 Survey of SMEs (N=456) - (Prompted list)

(7 ST
L1 LIsTii
Sty 3 &

Connections that get resuits.

Segmentation

BT.com/business . Connections that get results, BT%
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BT Segmentation Philosophy/Principles

- Value-based/customer-centric approach across whole base

+ Graded treatment appropriate to needs, potential & risk and
cost/return of service

» Combines key internal and external criteria

« Dynamic allocation of customers (‘promote/demote”)

- Clear/Logical business rules

« Benefits to date:
— £900k saved on Catalogue @ increased resp (Micro)
- Organisational focus/redesign

- Segment plans (resource, spend, propositions,
treatment)

BT.com/business. Connections that get resuits. BT/; ;
- ) 7(

Information Used

Total current spend with BT
CUSTOMER Size of company (Dun &

VALUE Bradstreet)

Number sites/employees

Line of business

POTENTIAL

GROWTH Technological sophistication
(Pathfinder)

8Y.com/business . Connections that get resuits, BT%
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UK SME ICT MARKET

Includes BT sh
of SOHO/col

A Comms @ +3% CAGR
# IT @ +10% CAGR
Source: MARS &co.

8 T Marker

m Telecoms Market

0 BT Share Telecoms Market

BT.com/business Connections that get results. BT;,L)
€

Hierarchy

Clear Sky

Other SMEs within DTI definition (3.6m}
* 60-100k VAT reg on Consumer lines

* 200k non-BT with Thomson/YP entry

« 100k VAT reg start-ups (consumer/cable)
*» >2m informal home-based

microbus (<<£50k turnover) on
consumer/cable lines

Valued Clients

Enterprises
(348k)

Influencers

(50k)

Microbusiness ( 425k) NB - CRS has had major effect on
Micro base size versus previous

segment counts

BT.com/business Connections that get results. BT;%
i
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...and they are very different

S t Microbusi Entreprises Gold Platinum

9

No. of

717.2k 409.2k 20.6k 3.7k
accounts

Revenues

(as % of total

SME
Business)

% of
accounts
with 100% 81% 71% 40% 41%
BT comms

spend
Customer
sat (out of 7.33 7.08 5.94 566
10)

20% 33% 24% 23%

% revenues
from non- ~2% ~8% ~15% ~33%
PSTN

Average
annual £0.7k £2k £27k £160k
spend with r
BT ’ ”

Segment Breakdown
Clear Sky

Who? - dot.com companies, fast rising

- internal/externally sourced data
How many? - 10k (847 internally matched)
BT spend pa? - £10-15k
Primary Objective? - growth in spend with BT
Sales Treatment - dedicated F2F Sales Team
Marketing Treatment - establishing credibility (inc

PR/Sponsorship/Brand)

- increasing speed to market

Competitors - from IBM downwards

BT.com/business Connections that get results, BT%
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Segment Breakdown

High Value - Platinum

Who? - high spend and high potential

How many? -3,761

BT spend pa? - £160k

Primary Objective? - growth

Sales Treatment - ICT Solutions/Valued Clients desk
based SC + Field Specialists/CUG

Marketing Treatment - Relationship Marketing/Propositions
Online/Extranets’Managed Solutions

Competitors - Energis, Colt, Uunet/Worldcom, C&W

BT.com/business . i Connections that get results, BT% 1

Segment Breakdown

High Value - Gold
Who? - mid-market;traditional focus;50-500
employees; usually heavily multi-sited
How many? - 20k
BT spend pa? - £27k
Primary Objective? - defence
Sales Treatment - ICT Solutions/Valued Clients desk
based SC + Field Specialists

Marketing Treatment - Events/functional/IT Mgt
advertising/DREAM/Mail/Propositions

Competitors - Energis/C&W/Vodafone/Demorv/Sage

BTY.com/business : Connections that get results, BTK .
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Segment Breakdown

Enterprises

Who? - small but with growth potential;need
help with e-business; 5-100 employees

How many? - 348k

BT spend pa? - £2k

Primary Objective? - growth

Sales Treatment - campaign-driven/Isiands of

Excellence/Defence

Marketing Treatment - Campaign - o/b calling;advertising/Direct
Mail/Online/Field Mkting/Events

Competitors - ntVAOL/Orange

BT.com/business Connections that get results. BT% .

Segment Breakdown
Microbusinesses

Who? - small (1-10 employees); low spend;low

tech; local catchment;inert

How many? - 425k

BT spend pa? - £0.66k

Primary Objective? - keep loyal

Sales Treatment - Inbound

Marketing Treatment - Minimal - outsourced/ mobility/ISP campaign
+ Bill Inserts

Competitors - AOl/FreeServe/Resellers

BT.com/business Connections that get tesults. BT% .
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Segment Breakdown
Niche - Start-Up
Who? - <1 year old;
How many? - B0k (target 100k next year)
BT spend pa? - £0.6k (but higher growth potential than
Micro)
Primary Objective? - to get in early and evaluate potential
growth
Sales Treatment - Inbound & campaign-driven
Marketing Treatment - Magazine;online;o/b calling;affinity
Competitors - low with Telcos, but high with Banks etc

BT.com/business Connections that get results. BT% %
{ ;

Segment Breakdown

Niche - Influencers

Who? - Trade Bodies;Chambers;Professional
Bodies; with influence over top 25 SICs

How many? - <1000 (12 badged to date)

BT spend pa? - £114k (skewed due to small numbers)

Primary Objective? - create cost-effective route to market for both
sales and opinion-forming

Sales Treatment - graded
Marketing Treatment - graded (eg from 3rd party deals - Press Releases)
Competitors - varied

BT.com/business Connections that get results. BT%

24



Clusters - Objectives
Explore mass SME segments for meaningful clusters/sub-segments
Data-driven approach based on richer data/info set than in main
segmentation
- esp calling behaviour
- more use of Pathfinder data
~ verified/characterised using external MR (Teledynamics)
Uses:
~ Identify pockets/clusters of potential
- define marketing treatments to increase ROMI (pilots in Q3 Broadband)
- Refine segmentation rebuild Oct/Nov 02 & beyond
— Possible promotion/demotion between segments
Next steps
— pilot calling/response tests
- overlay Work X financial trend data

BT.com/business Connections that get results. BT! 3

€3_005:14_1

Clustering Criteria

pet_isdn_revenue(75.5%)
ac_age_yrs(1.6%) Er _ num_sites(73.1%)

pinc_tot_pstn_minutes(7.2%) ) pct_intemational_pstn_minutes(®7.1%)

pet_recurring_rev{7 8%) 0 e digital_lines®3 4%)

tot_rev_percentile(20.1%) calls_rev_00_01pc(27.0%)
new_tech_00_01pc{26.6%)

BT.com/business Connections that get resuf
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Enterprises

4 (Trading as Trades)
11 (Broadband Nabionais) 141%Base  4.13%Rev
18%Base  419%Rev
8(B2C Pastimes Lifestyles and Services
185%Base 1455 %Rev

7 (Single Sited Digerat) q
7.5%Base  1478%Rev |
A
\ 99%Base  17.88 %Rev

13 (Tradibonal Industrialst)
6 (Big Companies and New Industria Estaters)
B8%Base  26.24%Rev

§ (Pubs, Clubs and Daytime Admin)
17%Base  0.59 %Rev

3 (Indian Food and Football}
15% Base  0.79 %Rev
9 {Low Use Organisations and Out of Hours)
59%Base  0.99 %Rev
2 (Specialist B2C)
5.3% Base 1.40 %Rev
14 (Low Use Small Office)
7.3%Base 227 %Rev

10 (Service from Afar)
25%Base  3.29%Rev

12 (Loyal Low Spend Family Businesses)
120%Base  4.02%Rev

1 (Talk-a-fot Offices)

¥
BT.com/business Connections that get results. BT}?
i

(. . N\
Talk-a-lot Offices
12,182 Customers 3.4% Base 4.9% Rev
Survey Highlights
\. /| \LARGE (68% >=10 emp, 78%

tumover £500k-£5m)

+ Optmism - HIGH

+ CSAT - LOW (40% @8-10)
« Dual sourcing MED (36%)

KDescn‘ptim — Smaller cluster whose primary focus is voice traffic. Typically N
single sited but with about 5.5 exchange lines.
Industry areas are mostly ‘White Collar’ professionals and they have about 18

employees « Switch HIGH (60%)
. . . . * Mobile HIGH (73%)
\lreahnent — Tailor their plans for high voice volume j
/Who are they? What BT Products & Services?
Likely professions: 5.9% Legal activities (440% Generate 6.6% of calls on the network, 135% uplift
lift), 17.8% Medical/Dental activities Insurance 95% of customers have traditional callsfines/apparatus fevenue
Brokers, 3.6% House Sales Agency streams of 95% total revenues.
\ Recrui Consultant Avg Bill £3,830
How - Calling Behaviour

Recurring revenues are lowest at 38.5% of revenue

s O3

BT.com/business Connections that get results. BT%
i
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[Single Sited Digerati

27,295 Customers 75%Base  14.8% Rev

Survey Highlights

/| *SMALLMED (87% 249 empl;

Postcode Areas in M4 Corridor

.
(Description - Single sited companies exploiting digital technologies. Typically
employing about 19.0 employees and being in High Tech industries. Uplift in

Treatment - Need to support their growth whilst ensuring their retention J

64% tumover £500k-£ 10m)
« Optmism - MEDIUM

+ CSAT - MED (67% @8-10)
« Dual sourcing MED (40%)
» Switch HIGH (53%)

« Mobile HIGH (67%)

/V_Vho are they?

Likely professions: Computers and Software,
Imaging and Copy Bureau, Consultancy,
Advertisting, Printing/Plate-Making

-

What BT Products & Services?

Higher numbers of exch lines (avg. 8.2)

High Digital - avg 3.5 lines

Avg Bill £4,870, and highest discounts at 11.2% indicating
optimal plans

How -~ Calling Behaviour
ISDN generates 47.6% of call revenue

8 Daytime Administration
3.5% Base 2.8% Rev

3 Multi-sited Light Industrials Ltd.
2.7% Base 5.3% Rev

1 Digital Offices
14.5% Base 32.6% Rev

BT.com/business

MicroBusiness

7 Bare Lines Brigade
16.3% Base 7.8% Rev

4 T/A Local Lows
21.2% Base 13.8% Rev

6 Serving the Urban Poor and Needy
17.1% Base 8.8% Rev

5 Intemational Contacts
11.1% Base 8.4% Rev

2 Talk about Beauty and the High St
13.6% Base 20.5% Rev

Connections that get results. BT% L2
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f
T/A Local Lows (“corner shop”)

117,756 Customers 21.2%Base  13.8% Rev

N

Description — Large cluster of customers with lower revenues and a higher
likelihood to be ‘Trading As".
Typically seem to be local shops serving the consumers.

Perhaps Low Telephony needs so low touch.

AN

Survey Highlights

tunover <€500k)

+ Optmism - LOW

+ CSAT - MED (54% @8-10)
+ Dual sourcing V LOW (<5%)
« Switch V LOW (<5%)

* Mobile MED (60%)

+V SMALL (47% self-empl; 100%

/

(Who are they? What BT Products & Services?
Likely professions: Bill £589
Butchers Single sited analogues
Tyre and Brake Shops
_ _J

How - Calling Behaviour
No calling

Connections that get resuits, BT”
€

(Bare Lines Brigade )
(“one line inert”)
90,546 Customers 16.3% Base  7.8% Rev

_ J

Description - Lowest revenues per line. They employ about six employees and
use just one analogue line

K Treatment - Possible Acquisition Targets

J

Survey Highlights

*SMALL (86% <5 empl; 61%
turnover <€50k)

« Optmism - LOW

- CSAT - LOW (40% @8-10)
« Dual sourcing MED (39%)
« Switch V LOW (7%)

* Mobile LOW (33%)

~

(Who are they?

Likely professions:

1.9% Retail sale of meat (208% uplift).
Craft and Care Services

kDesign and Services Offices

What BT Products & Services?
Bill £412 - lower revenues per line
Lowest on the intemet use (ladders)

J

How - Calling Behaviour

Lowest n

28

umber of calls (133/month)

ponionnize

RAOCHITION

LConnections that get results. BT%
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(. . X
Digital Offices h
(“explorers™)
80,828 Customers 145%Base  326% Rev
J Survey Highlights
\ +MED (53% 2-9 empt: 55%
e ™\ | tumover £500k-£5m)
Description —Large and technically sophisticated business. * Optmism - MED
Just under a third are mutti-sited. Have a large staff with about 11 employees. + CSAT - VLOW (33% @8-10)
Good uptake of New Technology products + Dual sourcing HIGH (42%)
« Switch LOW (27%)
Treatment - very Enterprises profile + Mobile MED (60%)

Y

/Who are they? What BT Products & Services?
Likely professions: Bill £2258 - highest revenue per line
Most likely to be ‘Companies’ (54%) 22% have digital lines, generate 51% of ISDN rev.
Solicitors, Property Management, Consumer Groups Higher on the lines ladder — half having Bus

\_ Highway/FtrLine/ISDN/ADSL efc.

How - Calling Behaviour
Higher revenue per line (80% have more than £250/line)

BT.com/business Connections that get results. BT!J .
. . F 4

Strategy

BT.com/business Connections that get results, BT% 3
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Where do we want to be?
Vision & Mission

BT Retail & BT Business BT Business Mission

Vision To earn, for BT, the position of
“Connecting your world market and thought leader in
Completely” communications for Business

customers in the UK

N L L

Our Role
Meeting our customers’ needs through multiple channels and for the end to
end customer experience (throughout BT) in the Communications
marketplace

. BT.com/business Connections that get results. BTy ;
(s

Strategic Issues — Pressure on Revenues & Margin

Core market growth - combined, the business calls & lines market
will shrink by 1.99%,

CPS - we anticipate potential customer losses of 130k customers

Cannibalisation of our own products will have a margin impact of
£31lmeg:

— DSL for ISDN, Non Geographic Calls, Voice

.

New Wave Market Very competitive

—~ Worldwide ICT slowdown (growth below 2%)

~ UK Software & IT vendors made net loss of £2.5Bn in 2001
SMEs taking a “Make do and Mend” approach

~ Want support for existing IT

— Want to drive greater value from existing IT

BT.com/husiness Connections that get results, BT?
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Strategic Issues — Customer Experience

«Existing Relationships Product Based
*Customer Experience variable across Channels
Flat Market & increased competition highlight need to extend

market reach
«Especially coverage at top end

*Growth market areas require closer understanding of customers

business

«For Sales, Service & Advice

*Supported by Customer Centric Systems

-Enabled By New Behaviours

[
*Must Ensure Consistent Customer Experience

*Across All Managed Channels (Internal & External)
«Contact Centres, On Line, F2F, Vars, ISVs, BTLB........

BT.com/business

Connections that get results, BT[; i
F H

Strategic Priorities

Defend and Grow Core

To address the effects of increased
competition and margin erosion in our
core business

Focus on Customer Relationships

develop channels, business systems
and behaviours that enable us to
develop close relationships with
target customers

Grow New Wave

To address growth areas of the market
and minimise the effects of
technology substitution

Improve Customer Satisfaction

To ensure we give our customers the
experience they expect

BT.com/business

Connections that get results. BT% i




03/04 Key Programmes

Focus on Customer

Relationships

Defend (and Grow) Core Grow New Wave Improve Customer Sat
BROADBAND PENETRATION/ DRIVERS OF SATISFACTION/
VOICE MARKET SHARE APPS DISSATISFACTION

[ NEW WAVE J
[ o |

[ VENTURING l

\ CHANNEL STRATEGY/NETCENTRICITY ]

l STRATEGIC SYSTEMS |

[ ENABLING OUR PEOPLE ]

BT.com/business

Connections that get results, BT;L»’
¢

ICT Focus Areas
Direct Sales: Indirect: Indirect:
Volume or The BT Solution Enabler - “BT Inside”
High-Value {e.g. VAR) {e.g. specialist software co.}
Optimum Channels Customer Segments
(logical alternatives in brackets) Enterprise Corporate

Broadband [Dl-a Sales (Indirect) j
Indirect - Sol
13
IP Infrastructure [mm« Sales (Indirect) j
Mobility & WLANs [D'm Sales J
Applications, Mgmt & Indirect - Solution Indirect - Enabler
Hasting Indirect - Enabler)

Network-based Services

BT.com/business

Connections that get results. BT%
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Channel Alignment

Seoments Curren

t Alionmen New Alionment

T

BT.com/business Connections that get results.

Customer Satisfaction

BT.com/business Connections that get results. BT;/
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Business Satisfaction Overview

+ 1900 Customer Interviews each month across
Piatinum/Gold/Enterprises/Micro Business segments

+ Cover ‘overall satisfaction with BT" and ‘Competitor satisfaction’

+ Also; key drivers of satisfaction and verbatim feedback ‘what BT
needs to do to improve satisfaction’, ‘why very satisfied with BT, ‘why
more satisfied with competition’

+ Satisfaction improvement programme implemented in April 01

+ Objective to be significantly better than the competition in each
+segment by March 03.

* To reduce dissatisfaction within each of the segments to 10%, from
circa 17% overall Business. Platinum from circa 30% dissatisfaction.
+ Input from Business MD and Directors including Customer
Satisfaction Director who are involved directly in improvement
programmes.

BT.com/business Connections that get results. BTZ‘?
. {

Business Satisfaction Programmes - built around
‘verbatim feedback’ and ‘drivers of satisfaction
model’

. Customer Value Perception & Billing

. BT Service - Provision/Faults/Complaints

. Sales Relationship

. ICT & Business Propositions

. Brand & Communications - Contact Strategy

A wWN -

+ Targets Set for Each of the Key Drivers and initiative's
implemented to improve performance

+ Monthly reporting of initiatives and satisfaction
performance

: BT.com/business Connections that get results, BT;‘?
{
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. Coefficients
Question J
Cares about customer needs 0119 {Improvement Coefficients impact on
! trust N N .
S @ company you can tru 0112 | satisfaction if drivers move up by 1 point
Helps customers get the most out of comms 0.099
Is the company would prefer to buy from ooss | SME
Can meet my changing comms needs in future 0.095 Image l
Meets needs of small and mediun businesses 0079
Keeps you informed about relevant comms apps 0.065

Value for money 0.219 0.54
Overall satisfaction with pricing 0.169 Price and Billing l -

) Overall satistaction with Billing 0.149

E Easy to do business with 0.189

Capabilities of BT people 0.174

Offers right comms solutions for your business 0.157

Business partner rather than just supplier 0.119
Buying from BT

Satisfaction with BT sales team

( Provision of Service 0.507

Fautt Repair

rivers of Business Customer Satisfaction

Business Overall Sat vs Competition

Oct ‘02 Index: 1.00 Business
Index target April - Sept 1.0
target Oct - March 1.03
Threshold 7/12 months

Target 9/12 months
80 Stretch 11/12 months
March 03 target
15 7.55 "9
7¢C
65
8T
6.0
——— Intemal Target
55 c
April/May/June 01
5o BT average 6.56 - - - - Linear (BT)
A A S T T A S I R U R P T T T 2 < - - - - Linear (Competition)
D' S ) S’ D HTY! S
S G A A AN A

BT.com/business Connections that get resuits. BT% .
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Platinum Overall Sat vs Competition

Platinum Index Target (end of year)
Oct ‘02 index: 0.94 Target 1.00
Stretch 1.03

March '03 target

—BT
55 —/ N
e
50
5 JApril/Mayliune 01 —Plat intemal Targets
BT average 5.65 - - - - Linear (BT)
40 AT T T
NPT P U NN N N NP NP N NP YO WP DO, RO, W, M, R, R, D O O, . S ) - - - - Linear (Competition)
S S P O SO IACANE o
1 RN L o VAl

.

BT.com/business Connections that get results. BT;(
! 4
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Broadband
powered by BT

Andy Jugg
Broadband Strategy & Business Management
BT Wholesale

g5

BT Wholesale l l | [ I | ”

Broadband Volume Targets
« Summer 2003 '
1 million

. 2004
2 million

. 2006
c5 million

A new partnership with service providers

37




Asymmetric - ADSL

=
Downstream up to 2.5Mbps

Local Customer

Exchange Upstream 64 - 250kbps

and baseband telephony

xDSL POSITIONING

OLO’s

Sole
Access

Advanced ISP
fervices and VPN ADSL

| 15D '
Basic ISP ! FSN

services
. . . . Manufacturin,
SOHO, occasional || Retail premises, e-business, service compa%y
home-worker, home worker, school corporate <8 voice lines, ’
information seeker, branch site, estate agent, .

IT not central to

online purchaser IT important to the company the company

38




Broadband Rollout

e 60% of households, 70% of internet
users covered by 1,015 DSL enabled
exchanges at end of April 2002

e 66% of households and 75% of internet
users with 1119 DSL enabled
exchanges at end August 2002

e Further rollout to be based on demand
via pre-registration scheme

o Partnership opportunities
¢ 1 way satellite trial underway

o Fixed wireless trial later this year

Broadband Registration scheme
- comercially viable Broadband

Broadband Avaitability Checker

170

«Introduced 1st July 2002

Exchange Narmes INVERNESS CLLLADEN

Trigger volumes determined for
each exchange based on cost

£ an o
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W: BT - Bioadband Services - Netscape

P Beoadband i Action
@ The roaed g design

consitancy that saved fme |
0 rmaney by switihing o
wosi B

54 The Highty Susaei€usy of
20108 the 3pead of
a3

rase sapphiers |
i desaand at

| iCheck Registration Levels

Welcome,
P Rroadfuzind

What is Broadband?
o= dads mwnrd T Whit oy T useitbae? Clisk

s to fing cur B

Can / getit?

Qe ya gat ADSL Burdband> Enter your BT
telaphone nimber hers to find out.

B Geg

TFyou de not o BT alephone nurabas, thok
fava o che Jour pastcod.

About Broadband Availability
Want to knaw what you can do if ADEC Braadband
is n ree? Chzh here far more
Ik on your regish un sha map % Fex ThaTs

hay 3 loc ally with Booashans

B 6n
heck to 344 how many peopie hive

your phene

ADSL is a
“distant
dependant”
service

ADSL Coverage

3.5km covered 75%
of customers

BT Exchange

5.5 km covers
95% of customers

“Rate Adaption” - introduced to allow reach of
~95% of customers in an exchange area

]
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One to Many Products

—=

Shared BT
Broadband
Network

ISP

BT’s wholesale DSL portfolio

Corporates provide

ISPs provide
subscribers

teleworkers with
fast access <=
to LAN

BT IPStream

with fast access to
content/the Interne

BT DataStream

BT VideoStream

v

Other network operators
provide DSL solutions to
other service providers, or
maybe direct to subscribers

S5

v

Service providers
offer TV based services
e.g. video on demand

41




BT Wholesale Broadband

Infrastructure
Provider

BT Wholesale

Service End
Providers Users
Homes

Service Providers/Other Retailers /

Broadband

Other Licensed Operators \

Businesses

BT is both a wholesére?
and a retailer

BT Wholesale Broadband Options

LLocal Loop Unbundling LWholesale DSLI

The “BUILD” option

buy space in a BT
exchange to establish
own network

& use to deliver
broadband services

—

The “BUY” option

buy wholesale end to end
solutions that run over
BT’s broadband network
& use to deliver
broadband services

g5

BT Wholesale is committed to
helping Broadband Britain
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BT Wholesale Broadband Options

Local Loop Unbundling Wholesale DSL |
The BUILD option

The BUY option

| Available to OLOs | | |0LOs & service providers |

Available from any of Available from 1119
BT’s 5.5K UK exchanges exchanges that BT
Wholesale has upgraded

OLO defines how BT Wholesale has defined

broadband is delivered how broadband is

to end users delivered to end users
Jo

To Build or to Buy?

[ 7] BUY (BT Wholesale DSL)
Capital

ity | BULD ALL) m
Managed LLU
BT DataStream
& BT VideoStream

BT IPStream

Flexibility

o)
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>200 Wholesale DSL
Customers

} Ng| @
Démon|
&
©1r e x Theuston 3

) easynet @

m eropenworld
&

>

(freeserve DataComms ~ - ’

GRIFFIN

The UK has one of the most
open markets in the world

INTERNET

Customers

VP shared between all
customers




IPStream Home & BT Central

BT IPStream

aoffo0gpaooaoocd
'nn““nmnngn

End User

LIt

(B®

©0aggqac®

End user access speed options: BT Central
512Kbps / 64-256Kbps
1Mb / 256Kbps
2Mb / 256Kbps

IPStream Home/Office

NTES

PSTN line

Modem

Existing PSTN wiring
Plug in micro filters required
Customer/end user provides modem

45




BT IPStream - BT Central

Data rate options: -
BT Broadband

ﬁﬁﬁbp& Access Server

~Hvibps—
* 2Mbps
~4Mbps—
* 10Mbps =
* 34Mbps ~ — -

"'i'ﬁ%ps_ BT Central
*155Mbps
*155Mbps L2TP

iSP

IPStream Home and Central Plus

BT Central Plus
Purchased in 5000 port blocks

46




IPStrea metri
Summary of BR $P§t?ea¥nn8§ryr£§ric etric

CUSTOMERS
il Virtual Paths ] EREMISE
END BT Central CUSTOMER
uSERs  [256K. 512, IM & 2M Upstream/Downstream| EREMISE

PREMISE l

VBRnrt: 10:1 Contention | [2.10.34 2 155Mbps |

BT Network

Features

» Shared Virtual Path

— Virtual circuits contend for available data space in VP
— Virtual circuits are configured as Variable Bit Rate

» BT take the risk
— what demand is placed on the core network
— infrastructure rolled out to entire coverage
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[PStream pricing - ex VAT

Product Connection Rental
IPStream 500 £210 £1475pm
IPStream Home £50 £1475pm
IPStream S500 £260 £45pm
IPStream S1000 £260 £65pm
IPStream S2000 £260 £85pm
IPStream Office 500 £50 £40pm
IPStream Office 1000 £50 £60p m
IPStream Office 2000 £50 £80pm
BT Central 2Mb £3000 £9000pa
BT Central 10Mb £14000 £17000p a
BT Central 34Mb £14000 £21000pa
BT Central 155Mb £40000 £40000p a
BT Central 155Mb L2TP £40000 £40000p a

resilience options available for 10Mb & 34Mb, resilience included for 155Mb

The DataStream portfolio

BT DataStream enables a Service Provider and
Corporate Businesses to access multiple End
Users via an ATM-based data network, and to
develop their own Layer 3 transport services over
the native ATM.

48




Service Components......

ATM Networ]
NTE
G
© DSLAM ATM-155
- 0O
Virtual Path(s)

Service Components......

ATM-155

AW
D p— \Wh
Virtual Connections  yp(
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DataStream Home/Office

PSTN line

Modem

Existing PSTN wiring
Plug in micro filters required
Customer/end user provides modem

DataStream Virtual Paths

DataStream Office
DataStream Home Options of 0.25Mb, 0.5Mb, 1Mb to
Options of 0.25Mb, 0.5Mb, IMb to 10Mb  Symmetric
10Mb Symmetric Supporting end user products:
supporting end user product: 500Kb/1Mb/2Mb down
500Kbps down 256Kbps up
64-256Kbps up

In span, Local, Regional and National Variants

Any number of end user ports can be reserved against each VP
- subject to availability and an annual reservation fee

50




DataStream Symmetric

Hnd User Acceslr Virtual Paths I
[256x._ 512, 1M & 2M |[__1-10Miin IMbps Increments) |

]
END [ “maxsves___|[ Cuslomer controlted fill rate CcuSHITQNER
USERS - - Existing Customer T PREMIBE
ATM Service Categories: g ' .LIRE»\PI SE
PREMISE I COR, vBRnd. YBERL UBk —| Access Products ! EXIISE

Customer
Access link

NTE = NTE
CPE Broadband
Provided i

by SP . . |ATM Access

[ Option of pre-defined PVC packages | |Port product

> (ATM Access Port)
BT Network
(D

Aggregate Points of Presence

« Based on BT ATM nodes
* 120 PoPs Nationwide
* Fixed price up to 40km
 Can be extended on a per Km
charge basis
* Supports a mixture of Local,
Regional and National VPs
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ATM In Span interconnect

“ - )

Virtual Connections

Interconnect @ Interconnect @

parent ATM node distant ATM node
Local VP + ATM port + eg national VP + ATM port +
In span component In span component

DataStream pricing - ex VAT

Product Connection Rental
DataStream end user data path £50 £9.25pm
DataStream Home Local VP 4Mb £2200 pa
DataStream Home Regional VP 4Mb £3200 pa
DataStream Home National VP 4Mb £4000 pa
DataStream Office Local VP 4Mb £2200 pa
DataStream Office Regional VP 4Mb £3200 pa
DataStream Office National VP 4Mb £4000 pa
DataStream 155Mb CAL £50000 £30000 pa
End user port reservation fee

per port £10 pa
ATM Port (In span) £2000 £8000 pa
In span hand over component varies ~£3000 ~£3000pa
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The VideoStream portfolio

The BT VideoStream service is aimed at Service
Providers who want to offer video based multi-
media content services to a community of End
Users in a specific geography

Overview - BT VideoStream

' Downstream (2.3Mbit/s)

Upstream (192kbit/s)

and normal telephony

A
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VideoStream Channels

? Low pass filter
=) (splitter)

2300 kbit/s Video <] ADSL d
own

m Local loop

160 kbit/s Control/data J ADSL up
32 kbit/s Boot

EuDp 25.6 Mbit/s

ATM25 port

POTS
Carried on control VP

VideoStream attributes

* 144 end users per VP package (1 per DSLAM)
* 120Mb VP for video - CBR traffic
» 8.2Mb Control/data VP - VBR traffic

» Contended @ 3:1 i.e. only 50 end users can watch
video at any one time - controlled by Service
provider
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FeedbaCk “You click from one

link to another and
it’s instant”

“I couldn’t go back to
how things were”

“I use it for all sorts
of things now like
checking the football
results. I wouldn’t
have done that
before”

“I don’t have to

worry about how long
“P’m hooked”

I am online”

Accelerating Broadband

* Summer 2000 -launch of ADSL

* June 2001 - BT Wholesale takes control

« August 2001 - launch of rate adaptive product
+ September 2001 - 1,010 exchanges enabled

» January 2002 - launch of self-install product

* February 2002 -world competitive pricing

+ May 2002 - launch of BT Central Plus product
allowing unbundling of access and
content.

< End May 2002 -1,115 exchanges enabled

+ July 2002 - Registration scheme for further

deployment
+ September 2002 - Major advertising campaign
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BT Wholesale I

L]

Ll

Making Broadband Affordable

Wholesale consumer rental

£2500

£14.75

now

Supporting Broadband Britain

Pricing Initiatives

e £5 price cut

I

Biz

Res I

80

(Sept 01)

e Special offer 6
(Oct-Dec01)

e Cheaper self install”’

(Jan 02) 30
e All products reducé%i
(Apr 02) RS
,('\6

%QJQ\ \‘DQ Y»QQ
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Marketing Activities

e National advertising campaign (Sept/Oct)

o National advertising 26th Feb - March

e Press & Radio advertising (Mar/Apr)

e Marketing toolkit - brochures now available
e 43 Marketing Grants:

e Marketing Grant Competition

Fast web\attcss...

="

2

“This is about a different look Welcome toanew
Broadband Briton

to broadband. ;

As you will see, we expect in

four year’s time to have 259%, of

our connections as broadband

connections...

... I's not just about price. ltis
price, customer experience and
marketing”

Ben Verwaayen 26th Feb 2002
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New TV marketing campaign - 22nd September 2002

Bringing *Burst Pipe” ad 1o fife -

BT tent brought to life

W

Vg

+ Yo help buikd broadband Britain, BT
wholesale. prinides beoadband to 8
wide range of supgliers.wha in turn
oftes broadtzand services to theie
honse or busingss customers. For the
tatest broadband news and
ormation on other providers, -
take me 0 the BT wholesale site 1o
ekt me mare.

foae

Leaming
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COME ON BRITAIN, l COME ON BRITAIN
WE KNOW YOU WE&‘#P,W YOU
WANT IT. | ; e

§ o the 171 Rt o S o X e 1% 50t 5 8 tueth el
Breochmd v s e vtarg v 2 e ¢ where racbin 2mad enaies excmarge.
eyt yok oo ‘f : "V‘“M‘ Tosee i s raached your gzcr, cick 0n dur ste. Axd T you want it sign
© Righ w66 o K P @ st 24 = g win o8 of L Servic
in e actarme Tusts o Crcx000 ne

e d o b o e
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Weekly Broadband orders

06-Sep 13-Sep 20-Sep 27-Sep 4Oct 110ct 180Oct 250ct 1Nov 8 Nov 15 Nov 22 Nov

Broadband market share Cable v BT DSL
- BT currently 41%

UK broadband take-up in 000s

—e—BT
—m—ntl
Telewest
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Focus for 2002

What we have
e Good portfolio
e Price that meet market needs

Focus for 2002

e Continue to enhance products

e Improve service further

e Focus on the customer experience
o Wait for the orders

I million lines by mid 2003
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G Chunghwa Telecom Co., Ltd.

.

A VNP . L C o TEL|

Objective of Workshop

> Begin to work together to:

- Share with you our experience and fessons we have
learned

- Produce together an action plan that we can follow to
move forward with Managed Services

Shde No 2 All rights reserved © 2002, Aleats
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What we know about - is only public info.

G Chunghwa Telecom Co_, Ltd. ;. Fibasart

Welcome

> Piochssto s &

# FimdLine

{ A dgus Regerved
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G Chunghwa Telscom Co., Ltd.

CProducts & Suvicss eMarkatplace
& Prrseial & Home:

Uses In a0 age of glabal e-transformation, how can you get the best prices and qmckon response f

£ Businass Uowes: mas 1o win business roaen or The HiS28
S Fised Li | merce Flatiom provides WA the nctions needed bor orine eCommerce transactio {
. management for both enterprise pracurement entities and supphiers. The platformyls extensive H
B Wisless advanced tools can alto b used to manage i of & Companyiis procuremant data of to i
£ Data Comm. #stablish your own eCommerce transaction platiorm, taking the first step toward becoming a H
. Huly fledged ¢ business. 1
L E

. .
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SMEs — who are they

v Aerospace, Defense and Advanced
Engineering

v Autos

v Mining

v Consumer Industries

v Energy and Utilities

v Health Care

—v—Transport

v Consumer Industries

> Service v Financial Services (Accountancy, Property,
Insurance)

v Information Technology
v Media, Entertainment and Sport
v Retail and Services

> Manufacturing

;:7'“5“6 - Al rights reserved © 2002, Alcatel
ication and distribution are not authonzed
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SME Vision

State-of-the-art
Business related applications

130 == DO =) =TTOW
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SME market

> Rule of thumb
SME sophisticated communications beliet
Correlate with Taxi transport availability

> SMEs need to solve their fundamental needs

But are seeking a solution that can easily migrate to the more
sophisticated applications.

> Increasing interest in managed services
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SME Reality - Managed services

40.0%, [—
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Expertise supplement Cut network Shorten Reduce Redeploy competitive
and staff costs flexibility  project mgmt. existing advantage
knowledge and time etfort assets
reliability
Reasons Source: Dataquest survey
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SME Managed Services needed now

> Hosted Communication applications the SME market seeking,
in the first place

% of Communications
Respondents Applications

C s it

Source: Mercer Management Consulting - Customer Interviews
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SMEs Make Up the Vast Majority of a
National Economy

United Kingdom Business Segmentation

27306 8167
Euro11.1838

Euro4.258 3584898

Euro4.248

[ [ 09 Employees [] 10-49 Employees O 50-249 Employees O 250+ Employees ]

Source: Benchmark IT 2001
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SME Selection Criteria

\

\

v

Cost reduction

« 1510 20 percent required
- Achievable with single CPE device

Simplicity of solution

- No technicat jargon, just benefits

Added value

- Does this solution have the ability to improve the productivity

of my business?

Reassurance

- Is there going to be disruption by changing supplier?
- Is my new potential supplier reputable?

Shde No 11
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Who do SMEs buy from

Through IT/Telecom Retailers or Distributors

] a1,

Directly from Carriers

] 31%

Through Software Suppliers 5] 13%

Directly from Manufacturers —__————l_—b 129

Through Professional/Trade Associations 109

Through Consuitancy Companies 5—]5.;.%
Through Integrators

1%
Other }]1’2‘%
Don't Know, No Answer 7%, ) 249,

T 329,

[ Europe
0 us.

> Recommendation from local systems integrator

- Distribution model for Managed Services offer

Stde No 12
Duphcation and distnbution are not authorized
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Objective of Workshop

> Share with you our experience and iessons we have
learned

> Produce together an action plan that we can follow to
move forward with Managed Services
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Foreword

> The success of managed services implementation is linked to a
dedicated Project Director in each of the involved companies
> Depending on the estimated time to market , up to five working
teams will be required
- Business-plan, technical, operation, services, legal
> Synchronized regularly by Project director meeting.

> The Phases of a successful project
- Phase 1 - Opportunity analysis
- Phase 2 - Pilot investigation
- Phase 3 - Launching

Shde No 14 All ngies reserved © 2002, Aicate! v
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Actions Phase 1
Opportunity analysis

> Step 1 : Analysis of CHT SWOT

- Strategic : does the Easy Office program fit in the strategic
direction CHT is taking towards SME customers ?

+ Marketing wise: What does the program bring in terms of CHT
image building and positioning in the market?

- What are the side effects to be taken into account ?
- DSL boost, customer retention....

Side No 15
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Actions Phase 1
Opportunity analysis

> Step 2: Customer needs investigation
- The value chain ?

+ The evolution of existing solutions to an Easy Office type of
solution (PBX, LAN/WAN, IT infrastructure...)

- The evolution in customer needs ? ( BB Internet, Teleworker,
Hosted applications, leasing...)

» The expense model of customers ? What are they ready to spend
?

Shde No 16 erved © 2002, Acak
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Actions Phase 1
Opportunity analysis

> Step 3 : Customer configuration analysis

« What are the different types & their architectural implications :
- Mono-site
- Multi-site with equality larges sites ( IP VPN, WAN)
- Multi-site with smaller remote site and/or teleworkers (V+D?)
- CHT connections portfolio ?

Sude No 17 All rights reserved © Alcatet
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Actions Phase 1
Opportunity analysis

> Step 4: Analysis of business volumes and go-to-market

- Partitioning of value chain between the actors ( HP, Alcatel, CHT,
channels..)
- High level business plan looking at the volumes to be expected
- Go-to-market analysis:
- Indirect and or direct channels ?
- Channel analysis
- Determination of roles
- Market access cost

- Itis an tnitial exercise , taking into account the support given by
Alcatel and HP .
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Actions Phase 1
Opportunity analysis

> Step 5: Go/ No go on opportunity analysis
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Actions Phase 2
Pilot investigation

> Step 1 : In depth design of the solution and its evolution
- Choice between components offered by Alcatel / HP and CHT
- Take into account go-to-market model

> Step 2: Design of provisioning and support system

> Step 3 : Pilot implementation process study
- Scope of the trial + objectives
- |dentification of pilot customers
» Launch process study

Sude No 20
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Actions Phase 2
Pilot investigation

> Step 4: Go/ No go on technical and operational feasibility
- Including signing on MOU for the trial

Stde No 21 M rights reserved © 2002, Alcat
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Actions Phase 3
Launching

> Step 1 : market pre-emption

« Creation of bundie ( if needed ) that can evolve to a full MS
solution

. Alcatel + CHT
« CHT +HP

> Step 2 : communication to channels
- Training
« Incentives
- Presentation, road show, seminar....
- Installation guide
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Actions Phase 3
Launching

> Step 3: Communication to market
+ Pressrelease
+ Announcement
- Advertising
+ Tele-marketing campaign

> Step 4:
« Sales follow — up 1!
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