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VMED 02 UK Holdings Limited

Strategic Report
for the period ended 31 December 2021

Introduction

VMED 02 UK Holdings Limited {formerly known as Newco Holdco 5 Limited), {the Company) is a private
company limited by shares. The Company acts as an intermediate holding company for VMED 02 UK Limited,
which is a 50:50 joint venture formed on 1 June 2021, between Liberty Global plc {through Liberty Global
Europe 2 Limited) (Liberty Global) and Telefonica SA (through Telefonica O2 Holdings Limited) {Telefonica) (the
‘Shareholders’).

Prior to 1 June 2021 the Company was incorporated as part of the Liberty Global Group on 27 November 2020
in readiness for the formation of the Joint Venture (as defined below) and became the immediate holding
company on 16 September 2021 when the Company acquired the entire share capital of Virgin Media Inc,
VMED 02 UK Financing | plc and VMED 02 UK Holdco 1 Limited from VMED 02 UK Limited.

For the purposes of this Annual Report, unless the context otherwise requires, the terms “we,” “our”, "VMED
02” and the “Group” refer to VMED 02 UK Holdings Limited and its consolidated subsidiaries, including the
Company. Unless otherwise indicated, operational and statistical data, including subscriber statistics and
product offerings, are as of 31 December 2021 or for the fourteen month period ended 31 December 2021.

The Joint Venture

On 7 May 2020, Liberty Global and Telefonica, amongst others, entered into a Contribution Agreement {the
Contribution Agreement} and agreed to form a 50:50 joint venture, VMED O2 UK Limited. Combining the
operations of Virgin Media Inc. (Virgin Media) in the United Kingdom (UK} with the operations of 02 Holdings
Limited and its subsidiaries (02) in the UK (the Joint Venture). The Joint Venture was consummated on 1 June
2021.

As part of the formation of the Joint Venture, on 1 June 2021, Liberty Global and Telefonica {amongst other
parties) entered into a shareholders agreement (the Joint Venture Shareholders Agreement} whereby Liberty
Global and Telefonica directly or indirectly held 50% of the issued share capital of VMED O2 UK Limited, our
immediate parent, and to which Liberty Global contributed the operations of Virgin Media {other than the
Virgin Media businesses that were excluded from the transaction) (the Virgin Media Contribution} and
Telefonica contributed 02 (the 02 Contribution and, together with the Virgin Media Contribution, the
Contributions). VMED 02 UK Limited is managed by a leadership team, which has been selected and appointed
by Liberty Global and Telefenica in accordance with the Joint Venture Shareholders Agreement (the Executive
Management Team).

The Joint Venture combines Virgin Media’s fibre-rich broadband network with O2's mobile operations to create
a leading telecommunications provider in the UK. As of 31 December 2021, the Joint Venture delivered services
to 5.8 million fixed-line customers and 42.2 million retail and wholesale mobile connections.

We believe the Joint Venture benefits from combining the operations of Virgin Media and 02 as follows:

e strong network infrastructure with a market-leading high-speed broadband network and a mobile
network with substantial spectrum holding;

s well penetrated broadband and digital TV markets, which, together with the potential to migrate
mobile customers from prepaid to post-paid contracts, supports opportunities for fixed-mobile
convergence (FMC);

s the opportunity to become a leading enterprise business through the integration of the respective
entity’s expertise and rich product portfolic powered by Virgin Media’s fibre-rich fixed-line network
and O2’s leading mobile network;

s astrong and growing subscriber base and market share across multiple business segments; and

+ significant expected efficiencies, achieved through cost, capital expenditure and revenue synergies
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Business Review

Introduction

Since the formation of the Joint Venture, VMED Q2 has focused on initiating the process of the integrating and
combining the operations, infrastructure and businesses of Virgin Media and 02 in alignment with the fixed
mobile convergence (FMC) strategy. We have established a strong leadership team, to combine the operations
of the Joint Venture. Within the Joint Venture however, certain operations continued te under operate as
Virgin Media and 02. As a result, information included in this Strategic Report will refer to the combined
operations of VMED 02, as well as Virgin Media and 02, to provide information on the two operating
businesses that were brought together to form VMED O2.

VMED 02’s purpose is to “Reimagine Cannectivity and Upgrade the UK”. We are committed to investing in the
national recovery, helping the country to climb up the international connectivity league tables and creating a
brighter, more prosperous future for every corner of the UK. We are a customer-first business that brings a
range of connectivity services together in one place with a clear mission to power the UK's digital future and
create unbeatable choice for all our customers. As connectivity continues to power the nation, we remain
committed to bringing together next-generation gigabit broadband and 5G services whilst expanding our
network reach across the country, creating a more resilient, connected and sustainable future.

In 2021, we successfully fulfilled our commitment to deliver gigabit broadband speeds across our entire fixed-
line network and we are now the largest gigabit speed provider in the UK with our Gigl service available across
our UK footprint, representing over 15 million premises. We are on course with our plan to upgrade our fixed-
iine network to full fibre to the premises (FTTP) by 2028 and have also made good progress on the expansion of
our mobile network. As at 31 December 2021, we had continued to roll out our 5G network, focusing on
strengthening our 5G coverage in over 300 towns and cities, while introducing the next generation network to
a number of tourist hotspots. Following the UK Office of Communications’ (Ofcom) 5G Spectrum Auction in
spring 2021, we now have more low-band spectrum than any other UK connectivity provider, creating an
opportunity to deliver the largest 5G coverage footprint in the UK.

The Joint Venture also affords our customers and the wider UK economy the benefit of being part of one
business for their connectivity and entertainment solutions. So, while we continued to trade under the Virgin
Media, 02, giffgaff and Virgin Mobile brands throughout 2021, we worked quickly to explore new propositions
that would benefit customers across our brand portfolio. In QOctober 2021, we launched Volt, a new joint
customer proposition, which provides exclusive benefits for customers choosing the Virgin Media and 02
brands. We also extended access to existing customer benefit programmes, with Virgin Media customers now
able to access Priority {an 02 programme)} which provides offers from high street brands and entertainment
experiences at no extra cost. This includes Priority Tickets which gives access to tickets for events and gigs at
hundreds of venues across the UK up to 48 hours before general sale, as well as a host of other rewards.

We are committed to playing a leading role in helping the UK become a connected digital leader and we are
investing in the expansion of our network and bringing 5G to more parts of the country, providing high quality
connections that are essential to modern life. Qur ambition is to reach 50% population coverage of 5G services
in 2023, optimising our network and investing in critical digital infrastructure that will boost the UK's economic
growth.

We aim to use the power of connectivity to close the digital divide and helping to build an inclusive, resilient,
and low carbon economy. We are also accelerating change within our own business and operations to make a
zero carbon and zero waste future a reality. Qur goal is to achieve net zero carbon and zero waste operations
by the end of 2025,
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Key Performance Indicators (KPIs)

As at 31 December

2021
No.
Footprint
Homes Passed? 15,649,900
Fixed-Line Customer Relationships
Fixed-Line Customer Relationships? 5,768,300
Broadband Connections 5,596,800
Mobile
Retail Connections® 32,276,800
Mobile 24,057,100
Contract? 15,938,000
Prepaid® 8,119,100
loT* 8,219,700
Wholesale Connections’ 9,966,600
Total Mobile Connections 42,243,400

1. Homes Passed are homes, residential multiple dwelling units or commercial units that can be
connected to our fixed-line networks without materially extending the distribution plant. Our Homes
Passed counts are based on census data that can change based on either revision to the data or from
new census results.

2. Fixed-line Customer Relationships are the number of customers who receive at least one of our
broadband internet, video or telephony services that we count as Fixed Connections, without regard
to which or to how many services they subscribe. Fixed-line Customer Relationships are generally
counted on a unique premises basis. Accordingly, if an individual receives our services in two premises
{e.g., a primary home and a vacation home), the individual will generally count as two Fixed-line
Custormer Relationships. We exclude mobile-only customers from Fixed-line Customer Relationships.

a. A Fixed Connection is separately a broadband connection, video connection or telephony
connection. A home, residential multiple dwelling unit or commercial unit may contain one or
more fixed connections. For example, if a residential customer subscribed to our video
service, fixed-line telephony service and broadband internet service, the customer would
canstitute three fixed connections. We had 13.4 million total fixed connections at 31
December 2021.

i. Broadband Connection is a home, residential multiple dwelling unit or commercial
unit that receives internet services over our network, or that we service through a
partner network.

3. Mobile Retail Connections represents the number of active subscriber identification module (SIM)
cards in service rather than services provided. For example, if a mobile subscriber has both a data and
voice plan on a smartphone this would equate to one Mobile Subscriber. Alternatively, a subscriber
who has a voice and data plan for a mobile handset and a data plan for a laptop would be counted as
two mobile subscribers. Customers who do not pay a recurring monthly fee are excluded from our
Mobile Subscriber counts after periods of inactivity of three calendar months. Total number of Mobile
Retail Connections includes Consumer, Small and Medium Businesses (SMB), Large Enterprise and
Public Sector (LEPS), Mobile Broadband and loT (comprising Machine-to-Machine {M2M) and Smart
Metering Implementation Programme (SMIP)) and excluding Mobile Wholesale Connections (as
defined below}.
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4. Mobile Contract represents the total number of Postpaid contract retail mobile connections including
Consumer, SMB, LEPS and Mobile Broadband but excluding M2M, SM!P and Mobile Wholesale
Connections (as defined below).

5. Mobile Prepaid represents the total number of Prepay retail mobile connections for Virgin Media, O2
and giffgaff brands measured on the basis of activity within three calendar months.

6. loT Connections represent the total number of M2ZM connections including SMIP contract
connections.

7. Mobile Wholesale Connections represents the total number of wholesale MVNQO contract
connections (Tesco Mobile, Sky Mobile, Lycamobile, SMB Wholesale and other).

Our Fixed-line Network in the UK

Cansumer Products and Services

We offer our customers a choice of packages and tariffs within each of our fixed-line product categories. Our
bundled packaging and pricing are designed to encourage our customers to purchase multiple services across
our product portfolio by offering incentives to customers who subscribe to two or more of our products. The
types and number of services that each customer uses, and the prices we charge for these services, drive our
revenue. For example, broadband internet is more profitable than our television services and, on average, our
“triple-play” customers are more profitable than “double-play” or “single-play” customers. At 31 December
2021, 97% of our 5.8 million fixed-line customers are broadband internet customers and fixed-mobile
convergence penetration stood at 45% of our broadband internet customers. Fixed-mobite convergence
penetration represents the number of customers who subscribe to both a broadband internet service and
post-paid mobile telephony service, divided by the number of customers who subscribe to our broadband
internet service.

Broadband Internet

As highlighted by the COVID-19 pandemic, all sectors of society, including families, businesses, education and
healthcare, rely heavily on connectivity and the digital services that depend on it. To meet customers’
expectations of seamless connectivity, we are developing a fully digital, cloud-based “Connectivity Ecosystem”
leveraging our fibre-rich fixed-line broadband network and mobile network. The Connectivity Ecosystem is
orchestrated by a fully cloud-based digital journey, enabling fast and flexible introduction of new hardware and
services, as well as cloud-to-cloud open application pregramming interface integration, which simplifies the on-
boarding of new services and devices. The devices used within our Connectivity Ecosystem are connected and
protected through our security gateway and VPN, both at home and on the go. At home, our customers can
benefit from the gigabit speeds enabled by our “Hub 4” router as well as “Intelligent WiFi,” which has
optimisation functionalities, such as the ability to adapt to the number of people and devices online at any
given time, in order to improve and extend wireless connectivity reach and speeds. In addition, we introduced
our first “Smart Home"” bundles, enabling those customers to utilise enhanced entertainment, home
automation and home security.

Our Hub 3 and Hub 4 routers are our intelligent WiFi and telephony gateways that enables us to maximise the
impact of our ultrafast broadband networks by providing reliable wireless connectivity anywhere in the home.
This gateway can be self-installed and allows customers to customise their home WiFi service. We also offer
our Connect App that, amongst other things, allows our customers to find their best WiFi access. In addition,
we provide intelligent mesh WiFi boosters, which increase speed, reliability and coverage by adapting to the
environment at home.

In the fourth quarter of 2021, we launched our new, next generation broadband router, called Hub 5, which
comes with WiFi 6, the latest generation of wireless technology that brings faster and more reliable speeds. It
is built from 100% post- consumer recycled plastic, promoting sustainability by design.
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Internet speed is of crucial importance to our customers, as they spend more time streaming video and other
bandwidth- heavy services on multiple devices. Our extensive broadband network enables us to deliver ultra
high-speed internet service across our markets in the UK. Our residential subscribers access the internet via
cable modems connected to their internet capable devices, or wirelessly via a WiFi gateway device.

We currently offer six tiers of cable broadband internet services to new subscribers with unlimited downloads
at speeds of up to 50 Mhps {megabits per second), 100 Mbps, 200 Mbps, 350 Mbps, 600 Mbps and 1.1 Gbps in
the UK. We are now the largest gigabit speed provider in the UK with our Gigl service available across our UK
footprint, representing over 15 million premises. We won the Uswitch award for Fastest Broadband Provider in
the UK in 2021.

We offer value-added broadband services for an incremental charge. These services include Intelligent WiFi
features, security (e.g., anti-virus, anti-spyware, firewall and spam protection) and Smart Home services.
Subscribers to our internet service pay a monthly fee based on the tier of service selected. In addition to the
monthly fee, customers pay an activation service fee upon subscribing to an internet service.

We have deployed “Community WiFi" via routers in the home, which provide secure access to the internet for
our customers. Community WiFi is enabled by a cable modem WiFi access point (WiFi modem) in either the
Hub 3 or Hub 4 router. Community WIFi is created through sharing access to the public channel of customers’
home wireless routers. The public channel is a separate netwark from the secure private network used by the
customer within the home and is automatically enabled when the WiFi modem is installed. Public WiFi access
points (covering train stations, hotels, bars, restaurants and other public places) are also available for no
additional cost.

By leveraging our existing fibre-rich broadband networks and the Netwark Extension programme in the UK, we
are in a position to deliver gigahit services by deploying the next generation DOCSIS 3.1 technology, DOCSIS 3.1
technology is an international standard that defines the requirements for data transmission over a cable
system. Not only does DOCSIS 3.1 technology improve our internet speeds, but it also allows for network
growth. On 29 July 2021, we announced our intention to upgrade our fixed-line network to full FTTP with
completion expected in 2028. The upgrade plan will caver the vast majority of our network, taking into account
our existing 1.4 million FTTP homes passed.

Exponding our Fixed Network

Liberty Global and Telefanica have initiated discussions with a number of potential financial partners regarding
an opportunity to participate in a network build joint venture. The focus of the entity will be on building a full
fibre network reaching up to 7 million premises in new greenfield areas by the end of 2027. VMED 02 will
commit to being an anchor tenant of the network, with its proven track record of achieving up to 30%
penetration in new build areas. The network will also be available to other Internet Service Providers (ISPs) on
a wholesale basis. Once completed, this venture extends our total gigabit reach to approximately 23 million
premises, providing VMED 02 with a clear incremental growth opportunity that offers services to a wider pool
of customers as well as higher cross and upsell due to the increased overlap of fixed and maobile services.

Television

Our digital cable platform includes access to over 230 linear television channels, advanced interactive features
and a range of premium subscription-based and Pay Per View (PPV) services. In addition to our linear television
services, which allow our customers to view television programming at a scheduled time, our digital cable
customers also have access to a broad range of digital interactive services, including Virgin TV On Demand, one
of the most comprehensive digital cable-on-demand services in the UK, and Virgin TV Go.

We also offer interactive “red button” applications enabling customers to receive additional interactive
services, including multiple alternative broadcasts from the British Broadcasting Corporation (BBC) and other
commercial broadcasters, such as Sky plc {Sky) and BT Group pfc (BT).
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Digital Set-Top Boxes

We have a range of advanced digital set-top boxes in use with our custemers, which include multiple tuners
enabling recording of multiple programmaes at the same time.

The Virgin Media V6 box comhines support for UHD/4K video together with improved streaming functionalities
and more processing power. It has eight tuners, allowing viewers to record six programmes while watching a
seventh they previously recorded. Under a strategic partnership agreement, we also distribute the TivVo user
interface software for our legacy set-top boxes. All of our boxes provide converged television and broadband
internet capabilities in the UK. This enables us to support digital cable-on-demand delivery of television shows,
movies and children’s programmes in addition to supporting web video services such as Netflix, BBC iPlayer,
Prime Video and YouTube.

Virgin TV 360

Virgin Media introduced its latest TV platform, Virgin TV 360, in Novermnber 2020 offering customers a seamless
and more personal entertainment experience. Virgin TV 360 boasts all of the top TV channels and streaming
apps such as Netflix, Amazon Prime Video and BBC iPlayer, all with UHD/4K and high dynamic range viewing
capabilities. The upgraded platform also offers a host of new features including a voice activated remote-
control, Prcfiles, a new Mini box and Startover. Virgin TV 360 is powered by Horizon, the next-generation
entertainment platform developed by Liberty Global, and with access to regular updates and innovations, is
Virgin Media’s most advanced and intuitive TV platform to date.

Stream from Virgin Media

We have recently launched Stream from Virgin Media, a new flexible and seamless entertainment service that
brings together customers’ favourite entertainment subscriptions under one roof - with an easy-to-use
interface and the flexibility to change a subscription anytime. This way, our customers can easily access the
content they love, only pay for what they plan to use each month and get one simple bill for all of it.
Subscription-based streaming is how many people are watching TV now — some consumers aren’t looking to
buy the full TV packs we currently offer. Stream will help us reach this audience by giving them a simpler way
to manage all their subscripticns and, even better, power their entertainment with our lightning-fast
broadband.

Virgin TV On Demand

Our digital cable-on-demand service provides our customers with instant access to a wide selection of premium
movies and television programmes. Content is available in a variety of broadcast formats including standard
definition (SD), high definition (HD) and ultra high definition{UHD/4K). Our HD content is available to all of our
digital cable customers who have an HD box, at no additional charge, however the exact channels available
depend on the particular customer’s package. Viewers can watch programmes instantly, without the need for
buffering, and can freeze-frame, fast-forward and rewind the content as required.

The primary categories of content available within Virgin TV On Demand are “catch-up” television
programming, boxsets, children’s programming and movies (on a PPV and premium subscription basis). A
selection of content, including our “catch- up” television service, is available free of charge to all our television
customers. The BBC iPlayer is the largest catch-up television service we offer, but we also offer catch-up
television content from |TV Hub, All 4, MyS and other pay TV linear channels.

Subscription Video On Demand

We offer our television customers basic subscription digital cable-on-demand (SVOD) with a selection of
content that increases in volume in line with the customer’s digital cable subscription tier.

The offering includes 'Virgin TV Ultra HD' which is a linear entertainment channel broadcasting a selection of

high-quality TV series to eligible Virgin TV customers in UHD. The Sky On Demand service allows our customers

to access a library of approximately 1,000 hours of television content from across Sky’s range of entertainment
7
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channels, and an additional 1,000 UHD movie titles being made available to eligible Virgin Media subscribers of
Sky Cinema.

Virgin Media Store

The Virgin Media Store offers hundreds of titles from all the major studios and most independent distributors.
Customers can buy or rent the latest movies on demand, straight from the cinema and also buy much loved TV
Box Sets (including series from HBO and Showtime}. They can also get early access to premium rentals available
to watch at home, the same time as in cinemas. Both Virgin TV and Non-Virgin TV customers can register and
use our Virgin Media Store application {app) to buy content and watch on up to five devices. Virgin TV
customers can also rent and buy movies to watch on their TV via a Virgin TV box. Rental is only available on
Virgin TV and a may be viewed multiple times within a 48-hour window.

Virgin TV Go & Virgin TV Control

Our Virgin TV Go app allows our television customers to stream more than 100 live television channels
(depending on their TV package) on up to five devices at no extra cost through their web browser or via mobile
apps for compatible Android, iOS and Window devices. In addition, our Virgin TV 360 customers can use the
Virgin TV Go app to control their set-top box and can also watch selected recordings from their Virgin TV 360
box.

Our Virgin TV Control app allows our TiVo or V6 box customers with iOS or Android mobile devices to manage
their set- top box remotely. When in the home, mobile devices can act as a remote control for their set-top
boxes. Customers with compatible iQS or Andreid devices and a V6 box can also watch selected recordings
from their V6 box within the home or download them to their devices for offline viewing using the Virgin TV
Control app.

Virgin TV Go and Virgin TV Control are available at no extra cost to our digital cable customers. Virgin Media
subscribers of Sky Sports are able to stream these premium channels online or on i0S and Android mobile
devices through Sky-provided services.

Apps

As well as our Virgin TV Go, Virgin TV Control and Virgin Media Store apps, we provide our television customers
with a large array of third-party apps. Virgin TV was the first platform in the UK to integrate the Netflix
streaming service onto the set-top box and over time we have added a large number of apps offering a wide
range of content. We provide all the public service broadcaster apps, including BBC iPlayer, ITV Hub, All 4, My5
and STV which, are all available to use via the Virgin TV remote. We also feature Amazon’s Prime Video,
YouTube, YouTube Kids and Pluto TV. In addition, our TV platforms provide access to music apps including
Vevo, BBC Sounds and Radioline, news apps from around the world as well as games to entertain. We continue
to improve and broaden our portfolio of apps and each year we are committed to bringing the very best new
iaunches to the Virgin TV platforms.

Fixed-line Telephony

We provide local, national and international telephony services to our residential customers over our twisted
copper, hybrid fibre coaxial cable and fibre-to-the-premises {fibre-to-the-home/-cabinet/-building/-node is
referred to herein as FTTx} networks. We also provide telephony services through voice over internet protoco!
(VelP) technology, across our fibre network. We offer a basic line rental service to our cable customers for a
fixed monthly fee. In addition, we also offer tiered bundles of call tariffs, features and services, including calling
plans that enable customers to make unlimited national landline calls and calls to mobile telephones either
during specified periods or anytime, for an incremental fixed monthly fee. Our fixed-line customers can also
make calls to mobile customers free of charge and may also subscribe to additional services such as call
waiting, call blocking, call forwarding, three-way calling, advanced voicemail and anonymous caller rejection
services for an additional fee.
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Our Mobile Network in the UK

Products and Services

We offer a wide range of mobile telecommunications and value-add services and products to our consumer
and business customers principally under our premium 02 brand. Our customer-led approach is designed to
maintain and increase our large, loyal customer base to drive value.

Consumer Products and Services

We offer consumer mobile services (including mobile voice, messaging and data services) through pre-pay and
post-pay models. We also offer a range of hardware, including wearables and handsets in connection with the
company’s mobile service offerings as well as stand-alone mobile devices and accessories. In addition, we offer
consumers a range of value-add products and services, including a digital loyalty programme, WiFi, security,
cloud services, digital payment services and insurance with the aim of differentiating the customer experience
and increasing customer loyalty and engagement.

Mobhile Services

We offer our consumers mobile voice, messaging and data services which are supplied, at present, through the
purchase of a SIM card. Customers can purchase a SIM card either on its own {a SIM-only or SIMG mobile
service) or together with a handset. Maobile services for both SIMO and handset options are offered under two
payment models: “pay as you go” {a pre-pay model) and “pay monthly” (a post-pay model). “Pay as you go”
customers can purchase a handset paying in full upfront. “Pay monthly” customers have access to a “Custom
Plan” proposition {as part of 02 Refresh), which allows customers to spread the cost of their handset over
different terms, flex their data up and down or upgrade.

We provide data-only mobile broadband services over our mobile network. Customers can purchase data-only
plans together with a tablet device, or as a SIMO service purchasing data access devices separately, for
example a laptop dongle cr an in-car WiFi device.

We provide the 02 Family offering, which aims to support families by simplifying the billing process and
providing discounts based on the number of family connections registered. For each connection registered, the
primary account holder receives one bill, rather than multiple bills for individual family members throughout
the month.

We have also introduced embedded SIM cards (e-SIM) for smartphones and released a 5G e-SIM in the autumn
of 2020. We continue to build on this capability and have plans to develop a fully digital distribution method for
e-SIM, removing the need for paper e-SIM vouchers.

Hardware Sales

In addition to handsets, tablets and data access devices offered to its mobile customers, we also offer a range
of stand-alone products, including smart-tech (such as smart watches and fitness devices) and accessories.

As part of our “Like New” online offers, customers are able to setect from a choice of quality assured pre-
owned handsets, Customers can purchase “Like New” handsets as part of our “pay monthly” and “pay as you
go” payment models.

Consumers on any network can exchange or recycle their existing handset through 02 Recycle, a scheme which
allows people ta exchange old phones and other electrical gadgets, utilising the value towards the cost of a
new device or for cash payment or bill credit. Devices returned through 02 Recycle are processed for re-use via
Like New, Market Place, re-sold or sent for environmental recycling by dissembling and harvesting component
parts.
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Value-add Services and Products

Our business offers a number of value-add services and products as part of its strategy to increase customer
engagement and loyalty and reduce customer churn rates. The following value-add services and products are
available to customers:

Rewards and Offers

Priority is one of the UK’s largest digital loyalty programmes, offering customers a range of exclusive deals and
offers through a mobile app, as well as 48 hours early access to presale tickets for music, comedy and sports
events across the UK, including The 02, 02 Academy venues based in twenty-one locations across the UK,
England Rugby matches at Twickenham and over 600 venues nationwide,

WiFi

02 WiFi provides access to free WiFi at over 16,500 locations across the UK as of 31 December 2021. It is
offered free to end users regardless of their network. It had approximately 11.8 million unique users as of 31
December 2021. 02 WiFi supports the connectivity needs of 02 customers, as well as gaining access a wider
potential customer base, introducing them to the O2 brand experience. 02 WiFi has also been developed for
business customers (see “Business and Wholesale - LEPS {Large Enterprise and Public Sector) - VMED 02
Business Products and Services.”)

Communications

WiFi Calling (also called Voice over WiFi or VoWiFi), allows customers to make and receive calls even if they
cannot connect to the mobile network. 4G Calling (also called Voice over LTE or VolTE) allows customers to
make calls using its 4G network, for a clearer voice call. in 4G Calling areas, WiFi and 4G Calling work together
to provide a seamless and uninterrupted experience as customers move from one to another, thereby ensuring
that no calls are dropped.

Payment Services

Charge to Mobile allows customers to buy digital content through their handset, with the cost of the product
added to their monthly mobile bill for “pay monthly” customers or taken from their mobile credit for “pay as
you go” customers.

MyQ2

My02 enables consumer customers to digitally self-serve, providing over 70 account management features
including billing. payments, bolt-ons and tariff changes. Customers can also view personalised tariff and/or
device upgrade recommendation and access Aura, our virtual assistant which has over 230 use cases. It is our
most popular customer service channel with over 8 million unique active users over 12 months and is our
highest Net Satisfaction Score (NSS) touchpaint at 55 points.

02 Extros

We launched Q2 Extras in partnership with, amongst others, Amazon {(Music Unlimited, Prime Video & Audible}
and McAfee. 02 Extras gives 02 customers the ability to pick a partner service to enjoy {at no initial cost) as
part of their tariff.

We also offer paid products and services and with the aim of leveraging our strong position in the UK mobile
service market and monetising additional growth opportunities, including {i) mobile and tablet insurance, (ii)
international calling bolt-ons which allow customers to make international calls from 1p per minute for £3 per
maonth, and (iii) the 02 Travel bolt-on, which allows customers to call, text and use data at significantly reduced
rates (compared with 02’s standard rates} while roaming abroad.
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Business and Wholesale

Overview

At a time when connectivity has never been more critical in driving productivity, reducing costs, facilitating the
flexible future of work and enabling a smarter, more sustainable future, it’s no surprise that organisations of all
shapes and sizes want a partner that can really understand their connectivity needs. Business and Wholesale
(VMED 02 Business) is designed to provide this tailored support, offering products and services to large
enterprise, public sector and small & medium business customers as well as wholesale and MVNO partners.

VMED 02 is well positioned to offer businesses more choice and flexibility, putting customers at the heart of
everything we do and investing in the UK’s connectivity network, technology and services. We have dedicated
sales, commercial, marketing and partner teams focusing on delivering a full range of solutions to customers.
From broadband, mobile and security to Big Data and 10T, we offer a customer-led approach focusing on
delivering measurable outcomes.

In addition, we look to partner with other organisations to wholesale our connectivity, whether fixed or mobile.
We have a relationship with some of the largest MVNQO'’s in the UK. This means we wholesale cur network to
organisations such as Tesco Mobile, Sky Mobile and Lycamobile. Finally, VMED 02 also provide the connectivity
for much of the UK’s Smart Meter infrastructure roll out, which gives consumers real time information on their
energy consumption, helping them to control and manage their energy use and critically, supporting the UK’s
transition to a low carbon economy.

The UK needs connectivity that is fit for today and for the future. Businesses need to be able to respond to the
needs of today’s dynamic workforce and the growing demand for flexibility. They need connectivity solutions
that will reduce costs, boost productivity and drive innovation. They also need tc respond with increasing
urgency to the real threats associated with climate change, using digital technology to deliver smarter, lower
carbon solutions. VMED 02 Business understands these challenges and is committed to reimagining the role
that connectivity can play in helping UK businesses large and small to grow and thrive both now and over the
longer term.

Small and Medium Business (SMB)

VMED 02 Business has a dedicated SMB sales, commercial and marketing team focused exclusively on the
provision of products and services to SMB’s in the UK. The teams are responsible for taking our full range of
products and propositions to some of the UK’s fastest growing businesses.

Not only do we focus on connecting, securing and empowering our customers’ businesses, but we bring
enhanced service and flexibility, alongside digital innovation, helping our customers find new ways to address
their business challenges.

Direct Sales

In our direct sales channel for SMB customers we have both a mobile and non-mobile portfolio. Examples of
our mobile portfolio are singleton tariffs that have inclusive allowances of calls, text and data for SMB
customers and sharer tariffs for cur Medium Business customers. Examples of our non-mobile portfolio include
our Microsoft 0365 security products such as Maas 360 and Sophos and fixed connectivity solutions.

Throughout 2021, our overarching value proposition has centred around flexibility, recognising the fact that
things can change very quickly for gur SMB customers. Positioning ourselves as the “Flexible Network” we have
focused on helping our Small Business customers to flex and adapt, building their resilience:

e Choice of contract length - We offer a choice of contract lengths from 30 days to 36 months providing
our SMB customers with the choice their business needs;

e Data rollover - No business can afford to waste data it doesn't use, so we automatically roll over
unused data to the next month for our SMB customers;
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*  Flexible toriffs - We've made our business tariffs flexible, so0 our SMB customers and flex their data
allowances up or down, plus change their tariff once every billing cycle;

*  Dedicated business support - Our account managers provide our SMB customers the advice and
support they need to work more effectively;

s Flexible digital tools — Digital tools that enable flexible working so small businesses can work
productively and securely anywhere.

Indirect Sales

Our indirect SMB sales channel includes a number of direct relationships with partners, who sell products and
services to business customers either directly or through their network of resellers (stockists). These partners
represent an important part of our SMB activity and are a significant route to market. They offer us reach into
different market segments, give choice to business customers and often deliver a service and product range.
The partners complement our direct routes to market by giving SMB customers choice as to where they
procure their telecommunications needs.

Products

VMED 02 Business offers its SMB customers tailored solutions to meet its customers’ needs for mobile and
fixed connectivity, mobile hardware, secure flexible working, and unifying communication and collaboration.

We have partnered with leading hardware and software brands such as Apple, Samsung, |IBM, Microsoft,
Sophos, McAfee and Ingram Micro to deliver a curated portfolio that enables customers to simplify their
communication and migrate their IT to the cloud.

Large Enterprise and Public Sector {LEPS}

Overview

VMED Q2 Business has a large and dedicated sales, commercial and marketing team focused exclusively on
provision to LEPS customers in the UK. Sales and account management are split into three areas:

s  New Business Development;
e Key Accounts & Multinationa! Corporations; and
s Volume Sales

These teams are responsible for taking our full range of product propositions to many of UK's largest
businesses and public sector entities, across all industries. VMED 02 Business services a range of private sector
organisations including retail, construction, professional services, hospitality, financial services and
manufacturing. Notable customers include McDonald’s, NHS England, Network Rail, Sainsbury’s and Transport
for London.

Within the Public Sector, VMED 02 Business solutions help public sector organisations engage with
communities and citizens. That's why we’ve made sure we're on all the relevant government-approved
framewaorks, so organisations can buy public sector ICT services as flexibly and efficiently as possible.

Products and Services
Mobile

Mobile is a straightforward offering, aimed at providing our customers with managed estates of mobile
phones, allowing voice calls, data and internet access on the move. We tailor each offering to the customer,
giving choice from a range of devices to cover all the customer's organisational needs and equipping their
people with the best technology and solutions for their operating context. Our flexible approach to tariffs
means we give the customer the best fit for their organisation, with voice, data, roaming and needs-focused
‘Bolt Ons’ to ensure complete flexibility and control.
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Voice Unified Communications {“UC”) and Productivity

VMED 02 Business has a range of voice and productivity solutions across all business segments of the market
that can be broken down into three broad areas (i) traditional voice services such as ISDN and Centrex, {ii} IP
based voice services such as SIP, Unified Communications and Contact Centre as a service and (iii) productivity
solutions which consists of our Microsoft practice capability enabling services from, for example, “Microsoft
Teams” software through to Microsoft end point management and analytics.

Connectivity, Cloud and Security

VMED 02 Business has a rich portfolio of connectivity solutions that range from high performance broadband
and internet access to complex managed WAN and LAN/WIifi solutions for enterprise and public sector
customers.

VMED 02 is bringing together our fixed-lIine broadband internet and 5G services while expanding our network
reach across the country. We offer a full range of access options, so our customers can access their services in
the most cost-effective and secure way. Our extensive broadband network enables us to deliver ultra high-
speed internet service across all our markets in the UK.

Our Ethernet network has over 300 Ethernet nodes and is capable of carrying a variety of services and high
bandwidth applications simultaneously. Our managed WAN solutions securely connect business users and
devices to the data centres, cloud services and applications that are most relevant to their business needs.
We're also supporting customers with broader digital transformation, offering new generation services such as
Software Defined Wide Area Networks (SD-WAN} built around the cloud and “software-as-a-service
applications”.

VMED Q2 Business also offers a wide portfolio of security solutions across network and end point security as
well as unified endpoint management.

Digital Workplace

VMED 02 Business recognises that not all businesses are the same. So we provide a wide range of devices from
the latest smartphones to durable tablets and the accessories to help our customers work smarter, faster and
mere efficiently.

We are an accredited Android Enterprise Recommended Managed Service Provider, and in 2021 we became a
certified Android Enterprise Device Reseller. VMED 02 Business supports all the device enrolment platforms
including Apple ADE, Samsung KME and Android ZTE which are provided free of charge to our business
customers with the purchase of new devices.

The 02 Managed Logistics Service (MLS) allows our LEPS customers to speed up device on-boarding by having
VMED 02 kit and pre-configured devices prepared to their specific operational needs, along with optional
lifecycle repairs, replacement, and asset management. The service offers rapid replacement of any damaged,
lost or stolen devices, ensuring our customers stay connected and operational. The service additionally
facilitates end-of-life asset value recovery and disposal by integrating with the O2 Recycle service.

Messaging

VMED 02 Business provides a white label messaging product to business. The standard version of this product
provides a business customer with web portal access to send/receive SMS messages and view messages
submitted by API access into the solution.

Future Innovation

VMED 02 has invested in capability that wiil help organisations deliver their cutcomes both now and in the
future including 5G, loT, Data Analytics and Artificial Intelligence. Our product portfolio continues to grow as
we partner and innovate with our customers:
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= 02 Motion - Using anonymised and aggregated data for 02’s mobile network and customer base, 02
Motion generates actionable insights {e.g. Audience Insights, Movement Insights and Travel Insights);

» Smart Digits — Digital identity to protect our customers against fraud by taking attributes from the
mobile network (e.g. SIM Swaps, call diversions) and offering them to add extra layers of protection
for risky transactions;

s |oT Connectivity — Give Direct and Indirect business customers the ability to use a platform to manage
the connectivity provisioning and billing for all their 10T devices and SIMs across their estate;

¢ Smart Vehicle — Easy to install telematics device that provides real-time data on vehicle diagnostics
and driver behaviour to manage fleet in more efficient ways;

e Asset Tracking — Connected device which gathers location data and asset-specific data from sensors,
sending it to a platform which manages device performance and generates reports and alerts from the
date collected;

e 5@ Private Networks — Making digital transformation possible for industrial sites where it had been
unfeasible before by offering a local, private, and reliable network;

= 5G Apps (e.g. AR Remote Expert, Health and Safety Monitoring, Spatial Insights, Smart Stations): 5G-
enabled technology solutions as a way of addressing core business problemns such as increasing the
productivity and efficiency of an existing workforce, reducing operational risks and deepening
customer relationships.

Partnerships

Our strategic partners and suppliers are imperative to our overall success, and we use carefully selected third
parties to both enhance our product portfolio as well as assist in the delivery of services and the support that
we provide to our customers.

When selecting new partners, we ensure they meet robust criteria that aligns with our organisational cultural,
sacial, environmental and ethical responsibilities. These include validation of their sustainability credentials,
including their own supply chain approach, adherence with our anti-corruption and bribery policy and
comprehensive security and privacy measures to maintain the integrity of customer data.

As a combined organisation, VMED 02 Business can now benefit from a much wider breadth of partner-
supported capability, which is helping to accelerate the delivery of products and service to our customers,
enabling us to optimise our supply chain and focus on driving deeper more coltaborative partnerships.

Wholesale Fixed
Our wholesale fixed portfolio consists of core connectivity, dedicated fibre products:

s Dark Fibre — unlit fibre;

s High Capacity Services — national or local optical services of 10Gb or higher;
e Ethernet Services — national or local ethernet services from 10Mb to 10Gb;
¢ Dedicated Internet Access — from 10Mb to 10Gb.

In 2021, VMED 02 Business launched its “UltimateFlex” contracting method, an industry first entirely flexible
dedicated fibre service with 30 days cancellation and price benchmarking to ensure it is never above the
prevailing market rate.

Partner relationships are key to customer experience and these form a crucial part of the Wholesale Fixed

business performance and success. Wholesale product key partners are Alcatel, Ciena and Infinera for network
equipment supply and Nokia for design, build and deployment of professional services.
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Wholesale Mobile
Mobile {(MVNO)

We are the leading wholesale provider in the UK in terms of the number of MVYNO subscribers, including Tesco
Mobile, Sky Mobile, Lycamobile and Manx Telecom. We provide wholesale MVNO partners access to our
mobile network and infrastructure enabling MVNOs to provide mobile telecommunications services to their
customers. Through these arrangements, we seek to expand our reach across the UK telecommunications
market and access additional complementary customer groups, including loyal Tesco customers (such as Tesco
Clubcard holders) through the joint venture with Tesco, and expatriate communities through the MVNO
partnership with Lycamobile.

Tesco Mobile

Tesco Mobile is a 50:50 joint venture between certain subsidiaries of Tesco and 02 and provides mobile
services in the UK. The business has continually grown and developed, and is now the largest MVNO in the UK
in terms of mobile subscribers, offering a full range of pre-pay and post-pay mobile services (both SIMO or with
a handset}.

Tesco Mobile offers its services and products across multiple channels, including through extensive national
store coverage as part of Tesco stores, together with telesates and online sales. As of 31 December 2021, Tesco
Mobile had over 5 million customers.

Sky Mobile

Sky, the largest UK pay-television broadcaster, entered into an exclusive, multi-year MVNO agreement with the
02 business in 2015, allowing Sky to offer mobile services in addition to fixed-line telephony, fixed-line
broadhand internet and television services that it already offered to its customers. Our MVNGC agreement with
Sky was extended on a long-term basis in 2021.

Lycamobile

Lycamobile is one of the world’s largest international MVNQ'’s with 15 million customers in 23 countries
worldwide. Lycamobile targets expatriate communities in the UK, primarily through its international “pay as
you go” SIM cards which provide low cost international calls. We last renewed our MVNO agreement with
Lycamobile in 2021.

Messaging & Payments

Under the 02 brand, we enable businesses to expand their digital sales beyond debt or credit cards through
taking payments by means of a charge to the customer mobile bill.

We help businesses engage with their customers and employees by enabling them to send automated text
messages.

Internet of Things (1oT)

We offer loT products and services (which includes activities sometimes referred to as “machine-to-machine”
or “M2M”) which provide automated data communications between devices (including fleet vehicle, payment
terminals and traffic lights) via our mobile network, to help businesses reduce costs and grow revenue through
greater convenience and improved customer experience.

Smart Metering

We deliver communications services (including the supply of communication hubs) for 23 million homes in the

central and southern regions of the UK as part of the Smart Metering Implementation Programme (SMIP), one

of the largest loT projects in the world. SMIP has been rolling-out millions of gas and electricity smart meters

across the UK to help consumers monitor and reduce their energy use and CO2 emissions. We are a core
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communications service provider within SMIP and the programme is a key part of the UK Government’s
commitrnent to achieve Net Zero Carbon by 2050.

Virgin Media Mobile - MVNO

Through Virgin Media business we offer consumers mobile communication services that are currently provided
using the mobile networks owned by EE and Vodafone through MVNO arrangements. in January 2021, we
launched 5G services using the Vodafone network and all customers with access to 5G utilised that network
while all customers who only have access to 4G, below utilised the EE network.

Following the formation of the Joint Venture, all consumer mobile services will be delivered through our own
mobile network. In October 2020, we completed the SIM swap migration so that all customers are now using
our core network. This has meant we were able to move 5G customers seamlessly from EE to Vodafone
without the customers needing to swap their SIMs. The EE agreement came to an end 31 December 2021 with
a plan to migrate all remaining customers to Vodafone in early 2022 before moving them to our 02 mobile
network at a later date. Customer migration to Vodafone is almost complete (over 99%) at the date of this
report and we have now served notice to cancel the MVNO agreement with Vodafone.

As of 31 December 2021, our customer base comprised both pre-paid and post-paid customers. Postpaid
customers subscribe to our services for periods ranging from a minimum of 30 days for an airtime contract to
up to 36 months for a “Freestyle” handset purchase agreement. “Freestyle” mobile contracts provide
customers with the flexibility to purchase a handset independently of an airtime contract. Prepaid customers
top up their accounts prior to using the services and have no minimum contracted term. The prepaid service
was discontinued in January 2022.

We continue to focus on increasing our proportion of higher-value post-paid custemers, expanding our range
of higher- value mobile handsets and cross-selling into homes already connected to our fixed-line network.

Network Infrastructure

Our Fixed-line Network Infrastructure

We deliver broadband internet, video and fixed-line telephony services over our cable access network, which
covers parts of many metropoiitan areas in the UK. The deep-fibre design of our access network enables us to
transmit data by means of fibre optic cable from equipment in technical properties known as “headends” and
“hubsites” to widely deployed distribution cabinets. The data is then transmitted to distribution points via
coaxial cable for digital broadband signals and digital television and via twisted copper cables for fixed-line
telephony. The final connection into each home from the fibre access network comprises two components
combined into a single drop cable (twisted copper and coaxial cable). For broadband internet and video
services we only use high capacity coaxial cable, which has considerable spectrum and associated bandwidth
capabilities and which concurrently supports a full portfolio of linear and digital cable-on-demand services as
well as high-speed broadband internet services for both consumers and business customers. Using DOCSIS 3.1,
we currently offer download speeds of up to 1.1 Gbps for consumers and 1.0 Gbps for Business customers on
our hybrid-fibre-coaxial network. We have also conducted trials of higher downstream speeds. For fixed-line
telephony services, historically we have used the twisted copper pair access network. However, more recently
we have delivered voice services into the home over the coaxial cabie. As a result of the extensive use of fibre
in our access networks, we are also able to provide high-speed data network services to business customers
delivering nationwide connectivity.

Our deep-fibre access network has enabled us to take a leading position in the roll-out of next-generation
broadband internet access technologies in the UK. As of 31 December 2021, virtually all of the homes served by
our cable network could receive all of our broadband, digital television and fixed-line telephony services. We
expect to leverage the latest generation of cable technology (DOCSIS 3.1) to increase the data rates that can be
transmitted over the coaxial cable that, in turn, allows our existing infrastructure to support multi-Gigabit
customer download speeds.
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Qur Mobile Netwoark Infrastructure

Through our 02 brand we cperate a mobile access network based on 2G, 3G, 4G and 5G standards. As of 31
December 2021, our O2 network sharing arrangement with Vodafone consisted of more than 17,800 shared
mobile sites {in addition to those operated separately by 02). This includes 2G, 3G, 4G and 5G base stations
(connecting handsets to 02's mobile network using available spectrum), backhaul (the transport link between
the mobile sites and 02’s core network), the core network (composed of data centres which store customer
information and location and switching sites which route voice calls and data to their intended destination) and
a service layer (which provides messaging and voicemail capabilities). See also “Backhaul and Transport —
Network sharing arrangement between Vodafone Limited and 02" below for more information.

The table below provides an overview of our mobile network’s 2G, 3G, 4G ocutdoor and indoor UK populaticn
coverage and UK geographic coverage as at 31 December 2021.

UK Population Coverage
Network Outdoor Indoor UK Geographic Coverage (1)
2G 99.77 % 99.40 % 96.50 %
3G 99.74 % 97.15 % 94.15 %
4G 99.58 % 99.00 % 86.63 %™

1. Uses VMED O2 link budget (-112dBm) definition of geographic coverage. Ofcom measurement of outdoor landmass is at -
105dBm {for SRN, as defined below, compliance) which reduces coverage to 80.33%.

As at 31 December 2021, we have continued to roll out our 5G network, focusing on strengthening our 5G
coverages in over 300 towns and cities while introducing the next generation network to a number of tourist
hotspots. Our focus has been on network reliability and coverage. Following the UK Office of Communications’
(Ofcom) 5G Spectrum Auction in spring 2021, we now have more low-band spectrum than any other UK
operator, providing an opportunity to have the largest 5G coverage footprint in the UK.

The four major MNQOs in the UK, including 02, are each conditionally committed to delivering high-quality 4G
geographic coverage to at least 90% of the UK landmass by January 2027, supporting the objectives of the
Shared Rural Network (SRN},

Network Coverage and Reliability

We invest in our mobile network to deliver a robust and reliable service to our customers, to remain
competitive in the market and to exploit the potential that 5G technology can provide. Our network sharing
arrangement with Vodafone provides comprehensive network coverage and will allow more people to access
5G technology faster than would otherwise be possible. See “Network Sharing Arrangement between
Vodafone Limited and 02" below for more information.

We have invested in obtaining a significant share of the lower frequency spectrum which heips us achieve
greater coverage both indoor and outdoor (see “Licences and Frequencies” below). We have licences for
approximately 36% of the sub 1 GHz spectrum compared to approximately 26% licensed to Vodafone, 24%
licensed to EE/BT and 14% licensed to Three. Lower frequency spectrum can travel longer distances than higher
frequency spectrum and pass more easily through walls, increasing indoor and outdoor coverage.

Capacity and Spectrum Management

Spectrum licences are currently divided between the four MNOs active in the UK mobile telecommunications
service market, with approximately 32% of allocated spectrum licensed to EE/BT, approximately 24% licensed
to Vodafone, approximately 22% licensed to Three and approximately 22% licensed to 02.

We are taking measures to manage and expand our network capacity to meet customer demand. Gur company
is building small cell sites to increase capacity, particularly in busy urban areas where there is not enough room
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for fuli scale mast sites. We are carrying out an extensive transfer strategy, redeploying our 2G and 3G
networks onto lower frequency spectrum bands, thereby freeing up the higher frequency spectrum for 4G
services in order to maximise capacity and ensure that we are highly efficient in our use of available spectrum.
In April 2021, Ofcom held a spectrum auction of 700 MHz and 3.6 - 3.8GHz bands, which are suitable for 4G and
5G. One of our subsidiaries, Telefonica UK Limited, acquired 20 MHz of paired 700 MHz spectrum and 40 MHz
of 3.6 - 3.8 GHz spectrum. As part of the same auction, Telefonica UK Limited agreed to trade holdings in the
3.4 - 3.8 GHz band with Vodafone in order to aliow it to defragment its spectrum and create a continuous block
of 80 MHz in the same band. This is in addition to the 25 MHz of the 2.6 GHz band Telefonica UK Limited
acquired from EE in 2020.

Network Sharing Arrangement between Vodafone Limited and O2

02 and Vodafone have a network sharing arrangement under which Telefonica UK Limited and Vodafone share
their collective mobile sites to form a single, national grid of mobile sites across the whole of the UK and 5G
active equipment, such as radio antennae, on joint netwaork sites in certain parts of the UK.

In addition, Telefonica UK Limited {through Cornerstone Telecommunications Infrastructure Limited (CTIL)) has
access to a single grid of maore than 17,800 mobile sites as of 31 December 2021. This has enabled Telefonica
UK Limited to decommission over 3,600 mobile sites thereby reducing costs. The network sharing agreement
also requires the construction of new mobile sites needed to extend coverage into rural and remote areas or to
increase capacity as required in relevant areas. The network sharing arrangement has twe distinct elements: a
passive infrastructure share and an active radio access network (RAN} share.

In January 2021, 02 and Vodafone announced a new Master Services Agreement, which will provide for
operational simplicity and efficiency, and will enable CTIL to generate revenue by offering space on
infrastructure to third parties.

The active RAN share component involves sharing of Telefonica UK Limited's and Vodafone’s 2G, 3G, 4G and 5G
networks (except in London and certain other major cities). The shared network is managed by each party
separately based on a geographical split: Telefonica UK Limited is responsible for managing the active
component of the shared network in the Eastern half of the UK, Northem Ireland, most of Scotland and North
Lendon, and Vodafone is responsible for managing the active component of the shared netwark in the Western
half of the UK {including Wales} and South London.

Sales and Distribution

We offer our Virgin Media consumer products and services through a broad range of sales channels, including
inbound and outbound telesales, customer care centres and online. As of 31 December 2021, we employed
approximately 900 staff members in our UK call centres as well as additional outsourced call centres in the UK,
Philippines and India. Additionally, we engage in direct face-to-face marketing initiatives through a dedicated
nationai sales force of approximately 500 representatives, as well as comprehensive national and regional mass
media advertising initiatives, Since the period end, we have anngunced and implemented our decision to
transfer our in-house Telesales and Retentions contact centre teams to Sitel UK Limited under the terms of
Transfer of Undertakings (Protection of Empioyment) Regulations 2006 (TUPE).

We continue to move towards an omni-channel sales approach for our 02 direct sales, offering customers the
ability to research, purchase and collect products through three primary sales channels: stores (both owned
and franchised), online and telesales. We have increasingly focused on delivering an integrated and seamless
experience across different elements of our direct distribution channels. We believe that these omni-channel
offerings will help to drive customer engagement, secure higher value customers and deliver higher levels of
customer satisfaction. As we start to integrate products and services from our Virgin Media portfolio, we
anticipate that these metrics will grow further, in line with our connectivity capabilities.

In addition, we also sell products and services directly through the 02 website, the MyQ2 mobile app and
through telesales.
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Consumer Indirect sells mobile connectivity via several Indirect partners in two business categories; Prepay and
Pay Monthly. This enables us to reach a broader range of customers and supplements our direct distribution
channels.

Brands and Marketing

We operate a portfolio of brands including 02, Virgin Media, Virgin Mobile and giffgaff. We also have an
interest in Tesco Mobile via our 50% stake in the Tesco Mobile Joint Venture.

We engage in marketing activity to promote our brands and products to new and existing customers across a
wide range of media and owned channels including television, radio, print, outdoor, direct mail, digital, social,
SMS, MMS and email, as well as engaging customers through our websites and apps.

QOur strong brand portfolio supports our trading and business performance, helping to attract, grow and retain
customers.

Virgin Media 02 Brand

Virgin Media 02 is the brand for the Joint Venture. It is also used when communicating joint consumer and
business facing propositions or portfolios. Since the brand launched on 1 June 2021 there have been a number
of announcements and launches, including a new joint customer proposition, Volt, which provides exclusive
benefits for being with both Virgin Media and 02; the expansion of benefits across the portfolio, with Virgin
Media customers now able to access Priority from O2 and a continued focus on responsible business, with the
launch of a new National Databank to tackle data poverty.

Virgin Media Brand

Virgin Media is a leading FMC brand, recognised for delivering the fastest widely available broadband
connectivity in the UK underpinned by our unique fixed-line network, as well as providing video, fixed and
mobile telephony services.

02 Brand

02 is a leading mobile brand in the UK, recognised for putting customers first and offering customers unique
rewards and experiences, underpinned by Priority and Priority tickets. 02 is the UK's favourite mobile network
operator, ranked ahead of all other mobile network operators in Ofcom’s 2021 customer net promoter score
{NPS) survey.

giffgaff Brand

giffgaff is a wholly owned MVNO with a unique brand positioning as the mobile network run by its members.
Its community of members play a central role in defining its propositions, promoting giffgaff to new members
and supporting existing members.

Virgin Mobile Brand
Virgin Mobile is a wholly owned MVNO focused on value conscious customers who are looking for

straightforward no frills mobile proposition.

Sponsorships

We generate significant brand and customer benefits through our portfolio of sponsorship agreements. 02 has
lengstanding relationships with AEG (sponsoring The 02 - one of the leading entertainment venues in the
world), LiveNation (Priority tickets and 21 iconic O2 Academy venues across the UK}, and the Rugby Football
Union (lead sponsor for England Rugby) which generate significant media value and underpin Priority tickets
for our customers. Virgin Media has relationships across sport (with the British Paralympic Association and
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Scuthampton Football Club), entertainment {as the lead sponsor of the British Academy Television Awards —
BAFTA) and gaming (with EGX).

02 Intellectual Property Rights

The “Q2”, “02 Refresh” and “Priority” brands and related rights are licensed by Telefonica through its
subsidiary, 02 Worldwide Limited, to Telefonica UK Limited. Since launch of the Joint Venture on 1 June 2021,
the rights have been extended to VMED 02 for use in the UK under two indefinite trademark licences. These
trademark licences may be terminated in certain circumstances, including material non-use for a period of 24
months or material breach. The licences bear a royalty based on a set percentage of certain categories or
revenue, subject to an annual cap, currently set at £26 million. Prior to that, the licence was royalty-free but
was granted in consideration of Telefonica UK Limited paying for certain general and specific brand costs
according to a separate cost sharing agreement.

The "giffgaff” brand and trademarks are owned by Telefonica UK Limited. The “Tesco Mobile” brand is owned
by Tesco Stores Limited and licensed to the Tesco Mobile joint venture.

Virgin Media Patents, Trademarks, Copyrights and Licences

Virgin Media owns or has the right to use patents, copyrights and registered trademarks, which in some cases
are, and in other cases may be, of material importance to our business. This includes the exclusive right to use
the “Virgin” name and logo under licences from Virgin Enterprises Limited in connection with our corporate
activities and the activities of our consumer and business operations. These licences, which expire in April
2036, are exclusive to us within the UK, Northern Ireland, the Isle of Man and Channel Islands, and are subject
to renewal on terms to be agreed. They entitle us to use the “Virgin” name for the broadband internet,
television, fixed-line telephony and mobile telephony services we provide to our consumer and business
customers, and in connection with the sale of certain communications equipment, such as set-top boxes and
cable modems. That exclusivity includes the use of "Virgin Media” for the provision of consumer
communication services and “Virgin Media Business” for the provision of business communication services.

Customer Service

VMED 02 is committed to providing an excellent end-to-end customer experience. We strive to continually
improve our customer experience by listening to our customers and understanding how we can deliver the
best possible experience across all our service touch points. Customers have access to multiple interactive
service channels (voice, online, web chat, asynchronous messaging (ASM), MyO2 and social media), which
allow them to resclve a range of queries through their preferred method of contact. The customer journeys
and customer service operations teams have continued working together to drive improvements in self-serve
and the end-to-end customer experience for the growing volume of customers that choose self-serve as their
first point of contact. Customers continue to utilise online and self-service channels to seek help, providing a
simple and effective way for them to resolve their query and leaving assisted channels to handie more complex
requests.

We offer a VIP/Platinum Service for premium customers, giving them “one stop” access to all their sales and
service needs. ‘Our Access for You’ team also supports customers who find it difficult to access our services in
the conventional way due to a disability or personal situation. Once registered, customers have access to a
specialist team of advisors who will be aware of their personal situation and have received additional training
on meeting their specific needs, allowing us tc make any reasonable adjustments that the customer requires.

Insight from our customers is an important element of how we improve end to end customer experiences and
deliver against our business KPIs. Customer feedback in the form of Voice of the Customer surveys (fanBASE),
formal complaints and call reasoning analysis help us to identify opportunities where we can optimise our
service and journeys. This year we also launched customer journey surveys that enable us to devise focussed
action plans for journey improvements.
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Our approach also involves proactively and holistically responding to unhappy customers and resolving their
outstanding issues by “closing the loop”. Customers who have expressed dissatisfaction via our Voice of the
Customer surveys are given the opportunity to book a call back appointment with our specialist team at a time
that suits them.

Additionally, our Social Media team push out regular service messages, providing a consistent feed to help and
support our customers and in tandem, they proactively identify and respond to customer concerns and
queries. Their approach is centred on elevating self-serve, improving the quality of help and support, keeping
customers “in the know” via service messaging and growing community involvement.

Vulnerable Customers

Our approach to vulnerable customers and those with disabilities is outlined in our Accessibility and vulnerable
Customer policy published on our website. We continue our work with regulators and external bodies to
understand areas of vulnerability which may impact our customers. Qur aim is to provide support to customers
who may be vulnerable when they interact with us and ensure that they receive a consistent approach which
considers their circumstances, meets their needs and delivers a great experience,

All of cur customer facing colleagues complete training on the concept of vulnerability, how to identify
customers who need additionat support and how to encourage them to disclose the details of their situation.
This enables us to respond to individual customer needs in the most appropriate way, including offering access
to specialist teams who can offer more personalised and tailored support.

Breathing Space for financially vulnerable customers

In May 2021, we implemented processes to support Debt Respite, otherwise known as “Breathing Space,”
which is a government scheme to help relieve some of the pressure of dealing with creditors. This means
customers who are struggling financially can focus on securing debt advice and setting up their debt sclution
without worrying about being chased for payment or incurring extra charges. A mental health crisis Breathing
Space is only available to someone who is receiving mental health crisis treatment and it has some stronger
protections. it lasts as long as the person's mental health crisis treatment, plus 30 days (noc matter how long
the crisis treatment lasts}.

IT Systems and Security

We operate a large scale IT estate and portfolio to support our customers, including a key focus on cyber
security to protect VMED Q2 against impacts on services, data loss, data integrity, data accessibility and fraud.
We do this through proactive planning, preventative measures and maintaining awareness of the threats we
face as an organisation. We use a range of tools to actively identify vulnerabilities in our platforms and systems
and deploy systems, tools and analytics to tackle intrusion and secure the perimeter of our network.

Property and Leases

We own or lease the fixed assets necessary for the operation of our businesses, including office space, retail
stores, transponder space, head-end facilities, rights of way, cable television and telecommunications
distribution equipment, telecommunications switches and customer premises equipment (CPE), technical sites,
mobile sites and other property necessary for our operations. The Joint Venture leases its headqguarters in
Hammersmith, London.

Under the mobile network sharing arrangement between the companies, both Vodafone and VMED 02,
through our subsidiary Telefonica UK Limited, have access to a single grid of more than 17,800 shared mobile.
CTIL holds almost all of the mobile sites (either wholly or by holding space on the site) under operating lease
agreements. See also "Backhaul and Transport — Network sharing arrangement between Vodafone Limited
and Telefonica UK Limited” above for more information.
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At 31 December 2021, our business cperated through 422 stores around the UK (224 owned stores and 198
franchise stores).

Insurance

VMED 02 maintains insurance coverage in line with good industry practice as well as meeting all UK legal
insurance requirements. VMED 02 is insured for, amongst other things, material damage and business
interruption, crime and cyber risk, corporate/general/public liability, preducts liability, property damage,
environmental liability, technology media, errors and omission, terrorism, patent infringement, pension trustee
liability, motor fleet insurance, personal accident and travel, UK warehouse, Marine and Airside, employer’s
liability and directors’ and officers’ liability.

VMCD 02 does not curntenlly insure the underground portion of its fixed-line network or various pavement-
based electronics associated with its fixed-line network. Almost all of its fixed-line netwark is constructed
underground. See ‘Principal Risks and Uncertainties’ below for details on how we manage the risks.

Competition

We face intense competition from a variety of entertainment and communications service providers, which
offer broadband internet, television, fixed-line telephony and mobile services. Technological advances and
product innovations have increased, and are likely to continue to increase, the number of alternative providers
available to our customers, which has in turn intensified the competitive environment,

The merger of Virgin Media and 02 through the formation of the Joint Venture creates a strong competitor
with significant scale and financial strength to invest in UK digital infrastructure and give millions of consumers,
business and public sector customers more choice and value.

Bro