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Openreach Limited

Strategic Report

The directors present their strategic report for Openreach Limited (“the Company”) for the year ended
31 March 2022.

Business Review

Openreach Limited was set up as part of the regulatory agreement reached between British
Telecommunications plc and Ofcom under the Digital Communications Review (“DCR”). During
the year the Company has continued to carry out its principal activities which are to set the Openreach
strategy (within British Telecommunications plc’s overall strategic framework), employ Openreach
employees and to oversee and manage the performance of the Openreach Customer Facing Unit
(“CFU”), a division of British Telecommunications plc on behalf of British Telecommunications plc
within a framework agreed between the Company and British Telecommunications plc.

British Telecommunications plc has committed to fund the costs of the services provided by the
Company, initially in accordance with the Transitional Agreement contract executed on 13 December
2017 between the Company and British Telecommunications plc and subsequently in accordance with
the Agency & Services Agreement which came into effect on 1 October 2018, resulting in the
automatic termination of the Transitional Agreement.

The Company does not own any assets or conduct trading, benefit from the rewards nor bear the risks
of those assets and trading. Ownership of assets and trading and such risks and rewards has been
retained by British Telecommunications plc.

The Company has managed and operated the Openreach CFU on behalf of British
Telecommunications plc, including acting as agent for the account of British Telecommunications plc
to manage all trading of the Openreach CFU. On 1 October 2018 in accordance with the Agency and
Services Agreement and the requirements of the DCR all 31,841 Openreach CFU employees were
transferred via a tiansfer of undertakings (TUPE arrangement) into Openreach Limited.

In accordance with the Transitional Agreement and subsequently the Agency and Services
Agreement, the Company has recharged all costs to British Telecommunications plc and as such has

no profit or loss in the year and no net assets.
Principal risks and uncertainties

The principal risks to which BT Group plc (the ultimate controlling entity of the Company) is exposed
are also the principal matters which would create risk and uncertainty for the Company. These are
managed by the directors of BT Group plc at the group level rather than at an individual business unit
level. They are discussed in the Strategic report of the BT Group plc’s 2022 Annual Report which

does not form part of this report.

BT Group plc and Openreach CFU have continue to assess the ongoing risks and impact associated
with Covid 19. We have agreed matters beyond our reasonable control (“MBORC”) conditions with



Openreach Limited

Strategic Report (continued)
Principal risks and uncertainties (continued)

OFCOM, where our operations have been affected Safe working practices for our employees and
the general public are central to all decisions taken and these have been continually reviewed in line
with Government guidelines and advice from the BT Chief Medical Officer. The financial impacts
of Covid 19 have been assessed in the context of our short and medium term plans (in particular our
Medium Term Plan (“MTP”)) and we continue to recruit and train our engineers where appropriate,
in order to deliver against that plan. Covid 19 has not had an impact on this set of financial statements.

We have also assessed the risks and impact of Russia’s invasion of Ukraine, reviewing operations and
employees with links to the region and assessing the consequences for our supply chain and
operations. The invasion has not had an impact on this set of financial statements.

Key Performance Indicators

Openreach Limited does not separately report on any KPIs due to the simple operating nature of the
Company. It is therefore not deemed necessary or appropriate for an understanding of the
performance or position of the business of the Company. However, in performing its role as agent of
the Openreach CFU, the business is required to report to British Telecommunications plc on a range
of KPIs that enable the business to measure and monitor the performance of the CFU and thereby the
position of the Company. In addition, the CFU completes monthly internal reporting on Financial,
Operational and HR KPIs. This enables the CFU to manage and monitor the Openreach Limited

performance.

Section 172(1) Statement

Section 172 of the Companies Act 2006 requires a director of a company to act in the way he or she
considers, in good faith, would most likely promote the success of the company for the benefit of its
members as a whole. In doing this, section 172 requires a director to have regard, amongst other

matters, to the:
o likely consequences of any decisions in the long-term;

¢ interests of the company’s employees;

e need to foster the company’s business relationships with suppliers, customers and others;

e impact of the company’s operations on the community and environment;

e desirability of the company maintaining a reputation for high standards of business conduct; and

e need to act fairly as between members of the company.

In discharging our section 172 duties we have regard to the factors set out above. We also have regard

to other factors which we consider relevant to the decisions being made Those factors, for example,

include the interests of consumers of our network and our relationship with Ofcom. We acknowledge
that every decision we make will not necessarily result in a positive outcome for all of our
stakeholders. By considering the Company’s purpose, vision and values together with its strategic
priorities and having a process in place for decision-making, we do, however, aim to make sure that
our decisions are consistent and predictable.
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Strategic Report (continued)

Section 172(1) Statement (continued)

As is normal for large companies, we delegate authority for day-to-day management of the Company
to executives and then engage management in setting, approving and overseeing the execution of the
business strategy and related policies. We review financial and operational performance at every
Board meeting and receive monthly updates on safety and financial performance, with a dedicated
Board committee reviewing safety, risk, legal and regulatory compliance and audit matters. We also
review other areas over the course of the financial year including the Company’s strategy; commercial
performance; stakeholder-related matters, diversity and inclusivity; corporate responsibility matters;
and governance. This is done through the consideration and discussion of reports which are sent in
advance of each Board meeting and through presentations to the Board.

The views and the impact of the Company’s activities on the Company’s stakeholders (1ncluding its
workforce, customers and suppliers) are an important consideration for us when making relevant
decisions. While there are cases where the Board itself judges that it should engage directly with
certain stakeholder groups or on certain issues, the size and spread of both the stakeholders and the
BT Group means that in some cases stakeholder engagement best takes place at an operational or
group level. We find that as well as being a more efficient and effective approach, this also helps us
achieve a greater positive impact on environmental, social and other issues than by working alone as
an individual company. For details on some of the engagement that has taken place with the
Company’s stakeholders to help the directors to understand the issues to which they must have regard,
and the impact of that feedback on decisions, see page 12 of BT Group plc’s 2022 Annual Report.

During the period we received information to help us understand the interests and views of the
Company’s key stakeholders and other relevant factors when making decisions. This information was
distributed in a range of different formats including in reports and presentations on our financial and
operational performance, non-financial KPIs, risk, environmental, social and governance matters and
the outcomes of specific pieces of engagement. As a result of this we have had an overview of
engagement with stakeholders and other relevant factors that allows us to understand the nature of the
stakeholders’ concerns and to comply with our section 172 duty to promote success of the company.

Examples of how we have had regard to the matters set out in section 172(1)(a)-(f) when discharging
our section 172 duties and the effect of that on decisions taken by us include:

the approach taken by the Company to respond to the Covid-19 pandemic. This took into account a
range of factors, most critically the impact of the company’s activities on the interests of 1ts
employees and the wider community. Openreach implemented revised working practices to enable
our engineers to work safely and help keep the UK connected at a time when this was vitally
important. While our engineers supported remote working across the UK, we took the decision to
prioritise Government requests to supply connections to Critical National Infrastructure to facilitate
the UK’s response to Covid, initially connecting the Nightingale hospitals and later vaccination
hubs. Throughout the period, our approach focused on the safety of our employees and customers,
while acting to assist the UK as a whole; and

our review of Openreach’s approach to investing in Fibre to the Premises (“FTTP”) technology.
Throughout the year, the Board has assessed the strength of the Company and its future prospects,
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Strategic Report (continued)

Section 172(1) Statement (continued)

relative to uncertainties in the external environment. In continuing to support large-scale roll-out of
FTTP, it has considered a range of factors, including the long-term viability of the Company; its
expected cash flow and financing requirements; the ongoing need for strategic investment in our
business and workforce; and the expectations of customers, suppliers and wider stakeholders, as well

as the expectations of our members.

By Order of the Board

S

Jon Furmston
Company Secretary
Openreach Limited
22 September 2022




Openreach Limited

Directors’ Report

The directors present their report for the year ended 31 March 2022

Directors

The directors of the Company who were in office during the year to 31 March 2022 and up to the date
of signing the financial statements were as follows:

E Astle

A Barron

E Benison (resigned 30 April 2022)
N Ceeney (appointed 1 May 2022)
M Davies

S Lowth

R McTighe

C Selley

Results

The result before and after taxation for the year was £nil (2021: £nil)

Dividends

The directors do not recommend the payment of a dividend in respect of the year ended 31 March
2022 (2021: £ml).

Going concern

The directors believe that preparing the financial statements on the going concern basis is appropriate
due to the continued financial support provided by British Telecommunications plc. British
Telecommunications plc has committed to fund the future costs of the services provided by the
Company in accordance with the Agency and Services Agreement executed on 1 October 2018
between the Company and British Telecommunications plc. Please refer to the accounting policies
(pages 22-25) for further details.
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Directors’ report (continued)

Disabled Employees

The Company gives full consideration to applications for employment from disabled persons where
the candidate’s particular aptitudes and abilities are consistent with adequately meeting the
requirements of the job. Opportunities are available to disabled employees for training, career

development and promotion

Where existing employees become disabled, it is the Company’s policy to provide continuing
employment wherever practicable in the same or an alternative position and to provide appropriate
training to achieve this aim.

Corporate Governance Code

-

The Board of Directors (the ‘Board’) aspires to have and maintain good standards of corporate
governance and has adopted a corporate governance code appropriate for the Company.

The Board has chosen not to adopt and report against the 2018 UK Corporate Governance Code,
which in its view is designed, and is therefore more appropriate, for premium listed companies. We
have instead decided to apply in this financial year the Wates Corporate Governance Principles for
Large Private Companies, believing this to be most appropriate. We note that the Principles recognise
that, for companies such as ours which are wholly-owned subsidiaries of a premium listed company,
some practices and policies may be set by the Board of the ultimate parent company

We set out below how we have applied these principles during the 2022 financial year.

Principle One: Purpose and leadership

An effective board develops and promotes the purpose of a company, and ensures that its values,
strategy and culture align with that purpose

» The strategy and culture of the Company is underpinned by a clear vision of the Company’s
purpose and overall values which are articulated through the leadership of the Board. Given the
importance of this, the Board seeks to promote the values, strategy and culture at different levels
within the business. Culture remains an area of focus with the Board promoting ethical leadership
and accountability to achieve a dynamic and positive culture. The Board has adopted a leadership
role in a refresh of the Company’s safety culture.

Principle Two: Board composition

Effective board composition requires an effective chawr and a balance of skills, background,
experience and knowledge, with individual directors having sufficient capacity to make a valuable
contribution The size of the board should be guided by the scale and complexity of the company
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Directors’ report (continued)

Corporate Governance Code (continued)

> The size and composition of the Board is appropriate and proportionate for the business of the

Company The directors have an appropriate combination of technical, financial and commercial
skills collectively demonstrating a high-level understanding of the Company s business model
and its impact on key stakeholders.

All appointments to the Board are based on merit and objective criteria. Diversity remains an
important consideration as we continue to build a workforce that reflects the diversity of our
customers and the communities we serve.

The Board was established in 2017 as one of a number of governance changes made at Openieach
to bolster its transparency and autonomy. As the original Board members were appointed at the
same time, Board membership changes are being staggered to ensure continuity and effectiveness.
The first membership change took place in June 2020, and a further refresh has been made in
2022, with a new independent director appointed on 1 May 2022. The Board will continue to
review its operations and effectiveness

Principle Three: Director Responsibilities

The board and individual directors should have a clear understanding of thewr accountability and
responsibilities The board’s policies and procedures should support effective decision-making and
" mdependent challenge

>

On joining the Board, new directors receive all of the information they need, are offered advice
from the Company Secretary, and can request training tailored to their specific experience and
knowledge, covering both their legal duties and the business of the Company.

On an ongoing basis, directors update their skills, knowledge and familiarity with the Company
in a range of different ways by meeting with senior management, visiting operations and by
attending appropriate briefing sessions. This helps by continuing to contribute to their informed
and sound decision-making

Directors have a responsibility to declare any conflict of interest at the beginning of each Board
meeting. Should a conflict arise, it would be the responsibility of the chair in conjunction with the
non-conflicted directors to agree whether the director may participate and/or vote on the specific
item. :

The directors have equal voting rights for making decisions, and aim to reach decisions on a
unanimous basis. Where unable to do so, decisions will be made on a majority basis. All directors
have access to the advice and services of the Company Secretary and may, if they wish, take
professional advice at the Company’s expense.

Comprehensive governance policies, with guidance notes on their practical application, are in
place to ensure the appropriate level of decision-making in the Company and involvement of the
Board. Formal intemal processes ensure systems and controls are operating effectively, and that



Openreach Limited

Directors’ report (continued)
Corporate Governance Code (continued)

the quality and integrity of information provided to the Board is reliable, enabling informed decisions
to be made.

Principle Four. Opportunity and risk
A board should promote the long-term sustammable success of the company by identifying
opportunities to create and preserve value, and establishing oversight for the identification and
mitigation of visks.

» The Board conducts regular strategic reviews and engages widely with stakeholders to inform its
strategic decision-making.
» There is a quarterly Board-level review of the Company’s risk register, with deep dives into

specific risks and oversight of the Company’s risk management policies and structure. The
Company provides regular formal presentations on risks to its ultimate parent company.

Principle Five: Remuneration

A board should promote executive remuneration structures aligned to the long-term sustammable
success of a company, taking info account pay and conditions elsewhere in the company

» The Company follows the pay and remuneration policy of its ultimate parent company, with
Board-level review and input into the application of the policy for the Company.

Principle Six: Stakeholder relationships and engagement

Directors should foster effective stakeholder relationships aligned to the company’s purpose The
board 1s responsible for overseeing meaningful engagement with stakeholders, including the
workforce, and having regard to thewr views when taking decisions

> The Board seeks to understand the views of its key stakeholders, and the impact of its behaviour
and business on employees, customers, suppliers and society more broadly. The Board engages
directly with stakeholders through regular meetings and roundtables, and through the
Company’s participation in industry-wide consultations as well as industry, sector and topic
discussions.

> When appropriate, some stakeholder engagement takes place at a BT Group level and the Board
monitors the outcome of such engagement. For more information on the group level
engagement, see page 12 of BT Group plc Annual Report and the Company’s section 172(1)
statement

10
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Directors’ report (continued)

Political and Charitable Expenditure

The Company made no political or charitable contributions in the year (2021: £nil). As part of our
commitment to support charities and communities, Openreach employees may spend up to three
working days a year volunteering. Volunteering means they can use their skills, energy and
enthusiasm to tackle an issue or make a practical difference in their communities.

Employee involvement

The Company operates a framework for employee information and consultation which complies with
the requirements of the Information and Consultation of Employees Regulations 2005. During the
year, the policy of providing employees with information, including information relating to the
economic and financial factors affecting the performance of the Company has been continued through
the weekly newsletter “The Loop”. In addition the annual “Your Say” employee engagement survey
is followed up with employees, providing an opportunity for sharing their views on how to improve
the local and corporate working environment. Regular meetings are held between local management
and employees to allow a free flow of information and ideas.

The Board was kept updated on talent management and culture throughout the organisation and how
this has shaped our initiatives and programmes, and progress against these.

As part of BT Group, much of our employee engagement is aligned with activities and policies across
the Group. Openreach has, for example, established its own version of the Workplace collaboration
tool, which was launched across BT in July 2019. It is a secure and simple way for colleagues to
connect, share knowledge and keep up to date with news and activities. Colleagues can access
Workplace wherever they are and on the device of their choice. Workplace brings together colleagues
from all areas of our business on one social platform. It enhances two-way conversations across the
organisation and allows our senior leaders to connect more easily with colleagues across the business.

BT Group’s colleague engagement is set out in page 23 of BT Group plc’s 2022 Annual Report.

11
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Directors’ report (continued)

Directors’ liabilities

As permitted by the Articles of Association, the Directors have the benefit of Directors’ and Officers’
liability insurance, which is a qualifying third-party indemnity provision as defined by Section 234 of
the Companies Act 2006. This indemnity, purchased by British Telecommunications plc and
applicable to the directors of the Company was in force throughout the last financial year and is
currently in force Neither the insurance nor the indemnity provides cover where the person has acted

fraudulently or dishonestly.

Disclosure of information to auditor

. The directors who held office at the date of approval of this directors’ report confirm that, so far as
they are each aware, there is no relevant audit information of which the Company’s auditor is unaware;
and each director has taken all the steps that he/ she ought to have taken as a director to make himself/
herself aware of any relevant audit information and to establish that the Company’s auditor is aware

of that information.

Auditor

In accordance with Section 487 of the Companies Act 2006, the auditor will be deemed to be
reappointed and KPMG LLP will therefore continue in office.

The directors’ report on pages 7 to 12 was approved by the Board of Directors on 22 September 2022
and was signed on its behalf by

= -

Jon Furmston

Company Secretary

By order of the Board

For and on behalf of Openreach Limited

123 Judd Street

London WCI1H 9NP
22 September 2022

12



Openreach Limited

Statement of Directors’ Responsibilities in respect of the Strategic
Report, the Directors’ Report and the financial statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under
that law they have elected to prepare the financial statements in accordance with UK accounting
standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 101
Reduced Disclosure Framework.

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of
the Company for that period. In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

e assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or
to cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the Company’s transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the financial statements comply
with the Companies Act 2006. 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 etror, and have general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the Company and to prevent and detect fraud and other
irregularities

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the Company’s website. Legislation in the UK governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.

13
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Independent Auditor’s Report to the members of Openreach Limited
Opinion
We have audited the financial statements of Openreach Limited (“the Company”) for the year ended

31% March 2022 which comprise the statement of profit or loss, the balance sheet, the statement of
changes in equity and related notes, including the accounting policies in note 3.

In our opinion the financial statements:

e give a true and fair view of the state of the Company’s affairs as at 31%' March 2022 and of its
result for the year then ended,

e have been properly prepared 1n accordance with UK accounting standards, including FRS 101
Reduced Disclosure Framework; and

o have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”)
and applicable law. Our responsibilities are described below. We have fulfilled our ethical
responsibilities under, and are independent of the Company in accordance with, UK ethical
requirements including the FRC Ethical Standard. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend
to liquidate the Company or to cease its operations, and as they have concluded that the Company’s
financial position means that this is realistic. They have also concluded that there are no material
uncertainties that could have cast significant doubt over its ability to continue as a going concern for
at least a year from the date of approval of the financial statements (“the going concern period”).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Company’s
business model and analysed how those risks might affect the Company’s financial resources or
ability to continue operations over the going concern period.

Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the preparation of
the financial statements is appropriate;

e 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 Company's ability to continue as a going concern for the going concern period

However, as we cannot predict all future events or conditions and as subsequent 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 Company will continue in operation.

14
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Independent Auditor’s Report to the members of Openreach Limited
(continued)
Fraud and breaches of laws and regulations — ability to detect

Identifying and responding to risks of material misstatement due to fraud

To 1dentify risks of material misstatement due to fraud (“fraud risks”) we assessed events or
conditions that could indicate an incentive or pressure to commit fraud or provide an opportunity to
commit fiaud. Our risk assessment procedures included:

e Inquiry of directors, management and key personnel along with inspection of policy
documentation as to the Company’s high-level policies and procedures to prevent and detect fraud,
including the internal audit function, as well as whether they have knowledge of any actual,
suspected or alleged fraud.

o Review of the internal audit reports.

o Reading Board and audit committee minutes.

» Considering remuneration incentive schemes and performance targets.

« Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any
indications of fraud throughout the audit.

As required by auditing standards, we perform procedures to address the risk of management
override of controls. in particular the risk that management may be in a position to make
inappropriate accounting entries.

On this audit we do not believe there is a fraud risk related to revenue recognition because the
complexity of revenue transactions is low and there is little subjectivity involved in the measurement
of financial information. The costs held in Openreach Limited are payroll related costs and all costs
are recharged to BT plc resulting in Openreach Limited having a nil profit before and after taxation.

We did not identify any additional fraud risks.

We performed procedures including:

» Risk assessment procedures to help identify high-risk criteria for journal entry posting, and
documenting whether journal entries made in the period met our risk criteria.

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 ow general commercial and sector experience through

15
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Independent Auditor’s Report to the members of Openreach Limited

(continued)

discussion with the directors (as required by auditing standards), and discussed with the directors
and other management the policies and procedures regarding compliance with laws and regulations

We communicated identified laws and regulations throughout our team and remained alert to any
indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements
including financial reporting legislation (including related companies legislation), distributable
profits legislation and taxation 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 Company is subject to many other laws and regulations where the consequences of
non-compliance could have a material effect on amounts or disclosures in the financial statements,
for instance through the imposition of fines or litigation or the loss of Company’s license to operate.
We identified the following areas as those most likely to have such an effect: data protection laws,
anti-bribery, employment law, and certain aspects of company legislation recognising the financial
nature of the Company’s activities and its 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 regulatory and legal correspondence, if any. Therefore if a
breach of operational regulations is not disclosed to us or evident from relevant correspondence, an
audit will not detect that breach.

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 1n the financial statements, even though we have properly
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 the inherently limited procedures required by auditing
standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
controls. Our audit procedures are designed to detect material misstatement. We are not responsible
for preventing non-compliance or fraud and cannot be expected to detect non-compliance with all
laws and regulations.

16



Openreach Limited

Independent Auditor’s Report to the members of Openreach Limited
(continued)
Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the
financial statements does not cover those reports and we do not express an audit opinion thereon.
Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider
whether, based on our financial statements audit work, the information therein is materially
misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that
work:

o we have not identified material misstatements in the strategic report and the directors’ report;

] in our opinion the information given in those reports for the ﬁnanmal year is consistent with the
financial statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

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:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 13, the directors are responsible for: the
preparation of the financial statements and for being satisfied 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 Company’s ability
to continue as a 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 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 or error, 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

17
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Independent Auditor’s Report to the members of Openreach Limited
(continued)

exists. Misstatements can arise from fraud or error and are considered matenal if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions 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/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. 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 an auditor’s report and for no
other purpose. To the fullest extent permitted 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
report, or for the opinions we have formed.

I, MetAN

William Meredith (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

Canary Wharf

E14 5GL

22 September 2022
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Openreach Limited

Profit and Loss account for the year ended 31 March 2022

Year ended Year ended
31 March 31 March
Note 2022 2021
£000 £000
Turnover 4 1,834,099 1,799,462

Administration expenses S (1,834,099) (1,799,462)

Result before taxation - -
Tax on result 9 - -

Result for the financial year - -
All results derive from ordinary activity and continuing operations.

There has been no other comprehensive income during the financial periods ending 31 March 2022
or 31 March 2021 other than as disclosed in the Profit and Loss account above and therefore no
separate statement of total comprehensive income has been presented.

The notes on pages 22 to 31 form part of the financial statements.
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Openreach Limited

Balance sheet as at 31 March 2022

Current Assets
Debtors
Total Assets
Creditors: Amounts due within one year
Net Current Assets

Total Assets less current liabilities

Equity
Called up share capital
Profit and Loss Account

Notes

10

11

12

Year ended
31 March
2022
£000

324,462

324,462

(324,462)

The notes on pages 22 to 31 form part of these financial statements.

Year ended
31 March
2021
£000

340,221

340,221

(340,221)

These financial statements were approved by the Board of Directors on 22 September 2022 and

were signed on its behalf by:

Matthew Davies
Director

Openreach Limited
Registered number: 10690039
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Openreach Limited

Statement of changes in equity to 31 March 2022

At 31 March 2020
Result for the year

Balance at 31 March 2021
Result for the year

- Balance at 31 March 2022

Called up share
capital
£000

Retained
Earnings
£000

14

Total Equity

£000

21



Openreach Limited

Notes to the Financial Statements

1.

2.

3.

General information

The principal activity of the Company is to set the Openreach strategy (within British
Telecommunications plc’s overall strategic framework), to oversee and manage the performance of
the Openreach Customer Facing Unit (“CFU”) (a division of British Telecommunications plc) on
behalf of British Telecommunications plc within a framework agreed between the Company and
British Telecommunications plc and employ the Openreach CFU employees. The Company shall
not own any assets or perform any trading (past, current or future) that compromise the Openreach
CFU nor benefit from the rewards nor bear the risks of those assets and trading. Such ownership and
trading and such risks and rewards shall be retained by British Telecommunications plc.

The Company is a private company, limited by shares, incorporated and domiciled in the UK. The
addiess of its registered office is 123 Judd Street, London WC1H 9NP.

Basis of Preparation and Authorisation of Financial Statements

These financial statements were prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework (“FRS 101”).

In preparing these financial statements, the Company applies the recognition, measurement and
disclosure requirements of international accounting standards in conformity with the requirements
of the Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure

exemptions has been taken.

The financial statements of Openreach Limited (the “Company”) for the year ended 31 March 2022
were authorised for issue by the Board of Directors on 22 September 2022 and the balance sheet was
signed on the board’s behalf by Matthew Davies. Openreach Limited is incorporated and domiciled
in England and Wales.

The Company’s financial statement are presented in Sterling and all values are rounded to the nearest
thousand pounds (£000) except when otherwise indicated.

The results are included within the consolidated financial statements of British Telecommunications
plc which are available from1 Braham Street, London, E1 8EE, United Kingdom.

Accounting policies

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available
under that standard. The following exemptions have been taken:

* The requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment because the

share based payment arrangement concerns the instruments of the group entity.
* The requirements of IAS 7 Statement of Cash Flow
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Openreach Limited

Notes to the Financial Statements (continued)

3.  Accounting Policies (continued)

- » The requirements of paragraphs 17 of IAS 24 Related Party Disclosures.

* The requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is a
party to the transaction is wholly owned by such a member.

* The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

* The requirements of the second sentence of paragraph 110 and paragraphs 113 (a), 114, 115,
118, 119(a) to (c), 120 to 127 and 129 of IFRS15 “Revenue from Contracts with Customers”.

» The following paragraphs of IAS 1 ‘Presentation of Financial Statements’
—10(d) (statement of cash flows);
— 10(f) (third statement of financial position);
— 16 (statement of compliance with all IFRS);
— 38A (requirement for minimum of two primary statements including cash flow statements);
— 38B-D (additional comparative information);
—40A-D (third statement of financial position);
— 111 (cash flow statement information) and;
— 134 to 136 (capital management disclosures).

Going concern

British Telecommunications plc has committed to fund the costs of the services provided by the
Company in accordance with the Agency and Services Agreement contract executed on 1 October
2018 between the Company and British Telecommunications plc, and as a consequence any
increases in costs or liabilities that fall onto Openreach fall onto the parent company. On the basis
of this agreement the directors are satisfied that the Company will continue to be able to meet its
commitments as they fall due, for a period of at least 12 months following the date of approval of
these financial statements, and they therefore believe that preparing the financial statements on the
going concern basis is appropriate based on the financial strength of the parent company as well as
the agreement.

Turnover

In providing services the Company acts as both an agent, managing the trading of British
Telecommunications’ Openreach CFU (a division of British Telecommunications plc) whilst
utilising the net assets of British Telecommunications plc, and as a principal, providing the services
to operate and manage British Telecommunications’ Openreach CFU by employing Openreach staff
directly Revenue is recognised when it is probable that the economic benefits associated with a
transaction will flow to the Company and the amount of revenue and associated costs can be
measured reliably. In accordance with IFRS15 requirements gross revenue 1s only recorded in
respect of activities where the Company is acting as a principal.
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Openreach Limited

Notes to the Financial Statements (continued)

3.

Accounting Policies (continued)

Pensions

The Company contributes to a defined contribution pension plan, a defined benefit pension plan
(“Prudential Platinum sub-scheme™) and a hybrid pension plan (the BT Hybrid Scheme, “BTHS”).

On the grounds of materiality, the Prudential Platinum sub-scheme is accounted for as a defined
contribution plan.

The BTHS combines elements of both defined benefit and defined contribution pension schemes and
would typically require the Company to recognise a net obligation on the balance sheet. However,
the terms of the Agency and Services Agreement between the Company and British
Telecommunications plc, where British Telecommunications plc will provide for certain pension
costs, allows the Company to recognise a reimbursement right that offsets any surplus or deficit in
the BTHS. As such, the BTHS is accounted for as a defined contribution plan.

The profit and loss account charge represents the contributions payable for the year and the
company’s share of costs for administering pension plans.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds.

Judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and
the amounts reported for revenues and expenses during the year. The directors do not consider there
to be any significant judgements or key sources of estimation uncertainty in relation to the
preparation of these financial statements

Financial instruments
Financial labilities at amortised cost — trade and other payables
Financial liabilities within trade and other payables are initially recognised at fair value, which is

usually the original invoiced amount, and subsequently carried at amortised cost using the effective
interest method.
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Openreach Limited

Notes to the Financial Statements (continued)

3.

Accounting Policies (continued)

Financial assets at amortised cost — trade and other receivables

Trade and other receivables are initially recognised at fair value, which is usually the original
invoiced amount, and are subsequently carried at amortised cost, using the effective interest method,
less provisions made for doubtful receivables. Provisions are made specifically where there is
evidence of a risk of non-payment, taking into account ageing, previous losses experienced and
general economic conditions

Current and deferred income tax

Current income tax is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet.

Deferred tax is recognised, using the liability method, in respect of temporary differences between
the carrying amount of the group’s assets and liabilities and their tax base. Deferred income tax
assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities. 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, in
the foreseeable future against which the deductible temporary difference can be utilised.

Deferred tax is determined using tax rates that are expected to apply in the periods in which the asset
is realised or liability settled, based on tax rates and laws that have been enacted or substantively

enacted by the balance sheet date.

Share based payments

The ultimate parent undertaking, BT Group plc, operates a number of equity settled share based
arrangements, as detailed in the BT Group plc consolidated financial statements, under which the
Company receives services from employees as consideration for equity instruments (share options
and shares) of BT Group plc. The Company also accounts for these as equity settled. Equity settled
share based payments are measured at fair value at the date of grant after taking into account the
Company's best estimate of the number of awards expected to vest. For share based payments to
employees of the Company, the fair value determined at the date of grant is expensed on a straight
line basis. This expense is recharged from British Telecommunucations plc in line with the terms of
the “Agency and Services Agreement” signed between the parties on 1 October 2018

Administrative expenses
Administrative expenses represents expenses incurred in the normal course of business and

management fees paid to related parties incurred in the normal course of business. All administrative
expenses are recognised when incurred.
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Openreach Limited

Notes to the Financial Statements (continued)

4. Twurnover

All revenue derives from services provided to British Telecommunications plc within the United
Kingdom. The result before tax of the Company during the period was attributable to activities

wholly carried out in the United Kingdom.

Operating Segments. Openreach Limited has only one operating segment whose principal activity

1s telecommunications.
5. Operating result

Operating result is stated after charging:

Staff Costs (see note 8)
Other administrative expenses

Administrative expenses

6. Directors' emoluments

Directors 1emuneration
Company contributions in respect of money purchase

pension schemes
Amounts recervable under long term incentive schemes

Amounts granted under long term incentive schemes

Year ended
31 March
2022
£000

1,801,661
32,438

1,834,099

Year ended
31 March
2022

£000
2,435

176

2,615

1,049

Year ended
31 March
2021
£000

1,773,589
25,873

1,799,462

Year ended
31 March
2021

£000
2,326

122

2,454

933

26




Openreach Limited

Notes to the Financial Statements (continued)

6. Directors' emoluments (Continued)

The following emoluments were paid to the directors in respect of their services to the Company in
the year ended 31 March 2022.

S Lowth, Director, is employed by and receives his emoluments from BT Group plc in respect of his
services to the BT Group as a whole. This director holding office during the year considers his
services to the Company as incidental to his other duties within BT Group plc and accordingly no
remuneration has been apportioned to the Company (2021: nil).

Year Year
ended ended
31 March 31 March
2022 2021
Number of directors accruing benefit under defined 1 1
contribution scheme
Included above are the following amounts paid to the highest Year Year
paid director: ended ended
31 March 31 March
2022 2021
£000 £000
Aggregate remuneration (excluding long term incentives) 1,352 1,266
1,352 1,266

Amounts granted to the highest paid director include long term incentive schemes of £0.87m (2021:
£0.75m).

7. Auditor's remuneration
Fees payable to the Company's auditor, KPMG LLP for the audit of the Company’s annual accounts

were £56,375 (2021. £55,000). No non-audit fees were paid to KPMG LLP by the Company in year
ended 31 March 2022 (2021: £nil).
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Openreach Limited

Notes to the Financial Statements (continued)

8. Employee information

The number of employees in the Company as at 31 March 2022 was 36,276 (2021: 34,509).

Employment costs of all employees included above amounted to:

Wages and Salaries
Other long term benefits
Social Security Costs
Other pension costs
Share based payments

Year
ended
31 March
2022
£000

1,393,533
10,237
144,140
233,950
19,801

1,801,661

These costs reflect the full time equivalent of full and part time employees.

9, Taxation

Current tax:
UK Corporation tax current period
Amounts over-provided in previous period

Deferred tax:
Origination and reversal of timing differences

Tax expense/(credit) in the income statement

Year
ended
31 March
2022
£000

Year
ended
31 March
2021
£000

1,374,660
11,106
140,602
227,043
20,178

1,773,589

Year
ended
31 March
2021
£000



Openreach Limited

Notes to the Financial Statements (continued)

9. Taxation (continued)

Reconciliation of the total tax charge

Year Year
ended ended
31 March 31 March
2022 2021
£000 £000
Accounting profit before tax - -
Tax calculated at UK standard rate of corporation tax
of 19% (2019: 19%) - -
Transfer pricing adjustment 17,424 17,095
Share based charge not deductible for tax purposes - -
Losses surrendered for nil payment (8,674) (10,860)
Deferred tax not recognised (8,750) 6,235

Factors affecting current and future tax charges

During the Chancellor’s Budget on 3 March 2021, a UK corporation tax rate increase from 19% to
25%, effective from 1 April 2023 was announced This should increase the company's future current
tax charge/credit accordingly, however, BT plc has committed that the Company shall suffer no
economic outflows for any corporation tax liabilities for so long as the Company remains a wholly
owned subsidiary of BT ple Accordingly, no current and deferred tax charges/credits and no current
tax and deferred tax balances have been recognised by the Company.

10. Debtors
Year ended Year ended
31 March 31 March
2022 2021
£000 £000
Debtors due within one year
Amounts owed by group undertakings 324,462 340,221
Debtors due after one year
Amounts owed by group undertakings - -
324,462 340,221

Amounts owed by group undertakings are paid on demand and are interest free.

29



Openreach Limited

Notes to the Financial Statements (continued)

11. Creditors - amounts falling due within one year
Year ended Year ended
31 March 31 March
2022 2021
£000 £000
Trade and other payables 3,810 4,941
Amounts owed to group undertakings 172,032 146,805
Other taxation and social security 40,411 36,731
Other creditors 17,317 16,754
Accruals 90,892 134,990

324,462 340,221

Amounts owed to group undertakings are payable on demand and are interest free.

12. Share Capital

Year ended Year ended
31 March 31 March
2022 2021
Allotted, called up and fully paid, 1 ordinary share £1 £1

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at meetings of the Company

13. Controlling entity

The Company is a wholly owned subsidiary of British Telecommunications plc, which is the
immediate controlling entity. The ultimate controlling entity is BT Group plc.

The parent undertaking of the largest group of companies into which the results of the Company are
consolidated is BT Group plc, a company incorporated in England & Wales. Consequently the
Company is exempt under the terms of JAS 24 “Related Party Disclosures” from disclosing details
of tiansactions and balances with BT Group plc and fellow group subsidiaries provided such
subsidiaries are wholly owned members of the group during the year ended 31 March 2022.

Copies of the financial statements of BT Group plc may be obtained from The Company Secretary,
BT Group plc, 1 Braham Street, London, E1 8EE, United Kingdom

The parent undertaking of the smallest group of companies into which the results of the Company
are consolidated is British Telecommunications plc, a company incorporated in England & Wales.
Copies of the financial statements of British Telecommunications plc are available from The
Secretary, British Telecommunications plc, 1 Braham Street, London, E1 8EE, United Kingdom.
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Openreach Limited
Notes to the Financial Statements (continued)
14. Pension obligations.

The Company contributes to a number of pension plans.

The pension cost charge for the year across all plans, including the Company’s share of cost
relating to the administration of pension plans, amounted to £233,949,589 (2021: £227,043,291).
The amount of outstanding contributions at the year-end amounted to £17,316,972 (2021:
£16,754,270).

BT Hybrid Scheme (BTHS)
Certain non-management employees currently employed by Openreach lelted were eligible to

join a new hybrid pension arrangement, the BTHS, between 1 April 2019 and 30 September 2019.

This arrangement combines elements of both defined benefit and defined contribution pension

plans and would typically require the Company to recognise the arrangement on the balance sheet.

The terms of the Agency and Services Agreement between the Company and British
Telecommunications plc, where British Telecommunications plc will provide for certain pension
costs, allow the Company to recognise a reimbursement right which offsets any surplus or deficit
in the BTHS. As such, the BTHS is accounted for as a defined contribution plan by the Company.

At 31 March 2022, the defined benefit section of the BTHS had liabilities of £26m and a surplus of

£1.6m.

The Company’s cost of providing benefits over the year in the defined benefit section was
£9,344,902 (2021: £8,285,161).

BT Retirement Savings Scheme (BTRSS)
The Company also contributes to the BTRSS, a defined contribution, contract-based arrangement

operated by Standard Life, with 34,052 members

Prudential Platinum sub-scheme (PP)

The PP is a defined benefit pension plan. One employee previously accrued benefits in the PP, and

there are currently no employees accruing benefits. It is accounted for as a defined contribution
plan on the basis of materiality.
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