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Q4 Fixed Line highlights

• 109,000 broadband net adds, taking base to 2.7m

• 1.8m customers unbundled, 67% of base on-net

• Exchange footprint extended further
– TalkTalk MPF 1,619

– AOL SMPF 1,011

• ARPU, churn and customer service all in line



Nearly 70% of customers on-net
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Biggest unbundled network in the UK
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Encouraging ARPU performance
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• TalkTalk ARPU stable at around £28, AOL around £17



Improving efficiency
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Financial transformation
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Significant improvement in customer 
service

• 40% improvement on first time fix calls

First Time Fix Improvement 
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Hitting customer service targets

• 80% of service calls are being answered within 30 secs

• Whilst the broadband base grows, the contract rates are reduced

• Average handling times have stabilised and are meeting targets
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Approaching “mid table respectability”



Voice satisfaction still very high

U Switch home phone survey Feb 2008

May 07 Feb 08

Overall customer satisfaction 2nd 2nd

1st

1st

5th

Most likely to be recommended 1st 2nd

Best value for money 1st

Billing services 2nd

Best customer service 4th



Radical transparency

• www.talktalkmembers.com



Progress to date

• Overall TSA exit (i.e. complete separation from Time Warner/AOL Inc) 

is targeted for completion in H1FY2009

• Network and billing migration by end-of-August

• c. 60% of existing transitional services previously provided by Time 

Warner have already been migrated

• c. 600,000 members have already been network migrated

• New Billing/CRM platform is on schedule with new customers 

beginning to be serviced from this platform during May

AOL transition programme



AOL Transition Programme

April

Member - Network Migration

Member - Data Migration

Testing (System & User)

Systems Integration

May June July August SeptemberMarch

New Adds – Ramp-Up

From this point in time – “new additions” will be 
directly provisioned onto our new CPWN network, 
and supported and billed though our new 
technology platforms, in particular for CRM and 
billing.

Mass migrate existing members 
customer/billing data over to our new 
platforms for ongoing support

MPF intro

H2



TalkTalk customers have a low usage 
profile

• ~50% download < 1GB/month

0%
10%
20%
30%
40%
50%
60%
70%
80%
90%

100%

12/2007 3/2008

Less than 1GB 1GB - 10GB 10GB - 20GB > 20 GB



But it’s growing…
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Peak time shaping introduced in 
March
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TT Traffic Categories

• P2P was approx 26% of LLU and 20% of IPS peak time traffic prior

to implementation of traffic shaping across the base and now it is 

4% for both combined

Web 38%

Streaming 27%

P2P 4%

TCP Other 15%

Tunnelling 9%

Games 2%

Other Cats 5%

Usage for Monday 31/03/08 with peak at 20.30



Impact of shaping on peak traffic mix
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Typical peak usage rising
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Streaming driven by iPlayer and other 
platforms

• Streaming increased from 17% to 27% of peak usage between 

12/07 and 3/08

• Flash video increased from 0% to 27% of streaming
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But we assume strong growth in 
consumption

• Average monthly usage assumed to rise 67%
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Usage Trends



How do we cap our backhaul costs?

• Network Unification Project (“NUP”)

• Creates a platform for installing gigabit capacity from exchanges

• Reduces “cost per bit” by 80%
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No difference in cost between 2 x 100 
MB circuits and gigabit capacity
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Comparative cost per customer

• On current usage, gigabit capacity makes sense at c. 3,000 
customers per exchange (when a second 100 meg circuit is 
required)

Current usage
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Increasing usage underlines the 
benefit of the NUP programme

• If usage increases 50%, operating costs are halved on a 
busy exchange

Usage up 50%
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NUP caps costs even with a trebling of 
usage

• If usage increases 200%, 100 meg circuits offer no economies of 

scale, and unit costs would be 60-75% lower on a big exchange

Usage up 200%
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200 exchanges targeted this year

• Gigabit installation begins in H2
• Prioritising exchanges where we already have 2 x 100 MB circuits

or more
• Increases capacity 5x for the same cost
• This would allow for:

– 5x increase in usage; OR
– 2.5x increase in usage and 2x customer base

• £10k installation cost per exchange
– Cost of upgrading total estate = £16m



Further expansion

• Expanding AOL/SMPF network by a further 200 exchanges

• Opportunity to extend MPF network by 400 to over 2,000
– Nearly 90% population coverage

– Excellent potential payback

– Can’t commit without clarity on LLU pricing regime



Fixed Line summary

• LLU has been a great success

• Customer service is improving, and so is the perception

• MPF is a material advantage

• Value proposition is still clear

• We are capping our operating costs as usage grows



Group outlook

• Short term:
– Evolution of retail model accelerating

– Growth in mobile data and DSL sales

– Fixed Line margin improvement and customer growth

– Best Buy Mobile store conversions

• Longer term:
– Laying foundations for long term value creation in Retail

– Investing in network to cap operating costs

– Best Buy Mobile to become a significant profit centre
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