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If you have sold or transferred all your registered holding of Ordinary Shares in the Company, please forward this
document and the accompanying form of proxy to the purchaser or transferee or to the stockbroker, bank or other agent
through whom the sale or transfer was affected for transmission to the purchaser or transferee.

GOLT Telecom Group pic

(Registered in England and Wales with N0.3232904)

Directors: Registered Office:
James C. Curvey 15, Marylebone Road
Barry R. J. Bateman London

Catherine Biner Bradley NW1 5JD

Paul W. Chisholm
Robert Hawley CBE
Timothy T. Hilton

H.F. van den Hoven KBE
Lawrence M. Ingeneri
Peter D. Manning

Dear COLT Shareholder, 12 April 2002

Annual General Meeting on 23 May 2002

The notice of the Annual General Meeting is set out on pages 1 and 2 of the accompanying document. In addition to the
resolutions numbered 1 to 10, which constitute Ordinary Business, you will find included in the notice resolutions numbered
11 to 15, which constitute Special Business. | am writing to explain the reasons for the resolutions numbered 2 to 9 and 11
to 15.

1 Election of Directors (Resolutions 2 to 9)
These are ordinary resolutions to re-elect the current Directors. Under the Company’s Articles of Association, all
of the Directors are required to retire from office at the 2002 Annual General Meeting and at each Annual General
Meeting thereafter.

Retiring directors are eligible for re-election. Each Director elected will hold office until the next annual general
meeting or until he or she ceases to be a Director in accordance with the Company’s Articles of Association or by
operation of law or until he or she resigns. Each of the current Directors will be standing for re-election, other than
Ms. Biner Bradley who has decided not to.

2 Renewal of authority to allot relevant securities (Resclution 11)

This is an ordinary resolution which authorises the directors to allot relevant securities up to a maximum nominal
amount of £14,189,975 which is the difference between the current issued ordinary share capital and the authorised
ordinary share capital and represents approximately 38% of the total issued ordinary share capital of the Company.
This authority may only be exercised (other than in relation to the conversion of the Company’s 2% Senior Convertible
Notes due August 2005, March 20086, December 2008, and April 2007 (together the “Convertible Notes™), and the
exercise of the warrants to purchase Ordinary Shares issued in 1996 (the “Warrants”) and the exercise of options or
allotment of shares pursuant to the Company’s employee, director and consultant option and share plans (the “Share
Plans™)) in respect of relevant securities of an aggregate nominal value of up to one-third of the nominal value of the
issued ordinary share capital of the Company at the date of the Annual General Meeting. This authority will expire
no later than 15 months after the conclusion of the 2002 Annual General Meeting. The directors have no current
intention to exercise this authority.

3 Renewal of authority to disapply statutory pre-emption rights (Resclution 12)
This is a special resolution which will renew the directors’ authority firstly, to exclude shareholders resident overseas
from participating in any rights issue owing to legal and practical problems arising from foreign regulatory constraints,
and secondly, to allot equity securities for cash to persons other than existing shareholders up to an aggregate
nominal amount of £1,884,250 (being approximately 5% of the issued and unconditionally allotted ordinary share
capital of the Company). This authority will expire no later than 15 months after the conclusion of the 2002 Annual
General Meeting.
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to 150 million ordinary shares representing approximately 10 % of the present issued ordinary share capital. There
is no intention at present to use this authority but the directors consider it advantageous for the Company to be in
a position to make such purchases, if appropriate. Purchases will only be made on the London Stock Exchange
or NASDAQ and where such purchases are, in the opinion of the directors, in the interests of the Company and
where they should result in an improvement in earnings per share for the remaining shareholders. Once purchased
by the Company, ordinary shares will be cancelled as issued shares and may only be reissued in accordance with the
Company’s Articles of Association. This authority will expire no later than 15 months after the conclusion of the 2002
Annual General Meeting. As at the date of this circular, the Company has outstanding warrants and options (other
than under the Share Plans) in respect of 881,770 ordinary shares which would comprise approximately 0.06% of the
Company's current issued share capital and approximately 0.05 % of the Company’s issued share capital following
any exercise in full of this authority to make market purchases.

Re-organisation of the Company’s Share Capital (Resolution 14)

This is an ordinary resolution that will authorise the directors to implement a re-organisation of the Company’s share
capital by the sub-division of each of the Company’s issued and unissued ordinary shares into four ordinary shares
of 0.625p nominal value each. This would reduce the unit price of the shares in the market and should improve their
marketability. The directors will determine at what time the sub-division will take place. If no such determination has
been made by the directors before the conclusion of the 2003 Annual General Meeting, this resolution will lapse and
the authority granted to the directors pursuant to the resolution shall expire.

The new ordinary shares of 0.625p each will be issued in registered form. Share certificates in respect of the existing
ordinary shares of 2.5p each will become void and certificates for the new ordinary shares of 0.625p each will be
issued. Following the re-organisation and pending the despatch of new share certificates, instruments of transfer will
be certified against the register.

Following the sub-division, application will be made to the UK Listing Authority and to the London Stock Exchange for
the new ordinary shares of 0.625p each to be admitted to the Official List and to trading. Shareholders holding their
shares in uncertificated form in CREST will have their holdings automatically adjusted to reflect the new sub-divided
ordinary shares of 0.625p each.

Persons resident in the United Kingdom for tax purposes who hold their shares as investments and not as assets to
be realised in the course of trade will, for the purposes of the United Kingdom tax on chargeable gains, be treated as
not having disposed of their original holdings, and will be treated as having acquired their holdings of new ordinary
shares of 0.625p each for the same consideration and at the same time as their existing shares of 2.5p each.

IF YOU ARE IN ANY DOUBT AS TC YOUR TAX SITUATION COR [F YOU ARE SUBJECT TO TAX IN A
JURISDICTION OTHER THAN THE UNITED KINGDCOWM, IT 1S STRONGLY RECOMMENDED THAT YOU SHOULD
CONSULT YOUR OWN PROFESSIONAL ADVISER.

Subject, where required, to the approval of the Inland Revenue and confirmation from the Company’s auditors that the
adjustments are fair and reasonable, appropriate adjustments will be made in accordance with the rules of the Share
Plans, to the number of shares and to the subscription prices of the Company’s outstanding options and awards
under the Share Plans to take account of the sub-division of the Company’s share capital.

Following the determination by the directors of the date of the sub-division, the Company will provide all shareholders
with details of the date on which the sub-division will become effective and the date on which it is expected that the
new ordinary shares of 0.625p each will be admitted to the Official List of the London Exchange together with details
of the number of new ordinary shares of 0.625p each that will be in issue immediately following the sub-division of
the Company’s ordinary share capital.

The profits, net assets and dividends of the Company will not be affected by the re-organisation and the new ordinary
shares of 0.625p each will have the same rights and be subject to the same restrictions as the existing ordinary
shares of 2.5p each.

Changes to the Articles of Association (Resolution 15)

This is a special resolution to adopt New Articles of Association of the Company. It is proposed that new Articles
be adopted to reflect a number of changes that are desirable in light of the coming into force of the Companies
Act 1985 (Electronic Communications) Order 2000. It is proposed that technical changes o accommodate the
facilitation of Electronic Communications be made to Articles 1(J) (Uncertificated Shares), 3 (Definitions), 4 (Form
of Resolution), 50 (Length of Notice), 54 (Procedure if Quorum not Present), 70 (Voting on Behalf of Incapable
Member), 73 (Execution of Proxies), 74 (Delivery of Proxies), 88 (Vacation of Office by Directors), 89 (Alternate




proposed that Article 1(A) (Authorised Share Capital) be amended to reflect the Company’s current authorised
share capital and Article 1(B) (Convertible Preference Shares) be deleted (as the last of the remaining convertible
preference shares were converted to ordinary shares on 4th August 1998). These proposed changes simply update
the Articles to reflect previous changes to the Company’s share capital and do not, in and of themselves, amount to
a capital alteration.

It is further proposed that the Special Voting Rights Redeemable Share be eliminated. The current authorised share
capital of the Company includes one Special Voting Rights Redeemable Share of 10 pence. This share has never
been issued. It is now proposed that the Special Voting Rights Redeemable Share be subdivided into four Qrdinary
Shares of 2.5p each and that the Articles be amended to delete references to the Special Voting Rights Redeemable
Share. This proposed change will require that Article 1 (A) (Authorised Share Capital) be amended and Article 1(C)
(Special Voting Rights Redeemable Share) be deleted.

Some additional technical changes are also proposed of a more general nature principally to bring the Articles in line
with the Listing Rules 3 (Definitions) and 123 (Scrip Dividends). These affect Articles 3 (Definitions) and 123 (Scrip
Dividends). Finally, it is proposed that a typographical error in Article 99 (Registers) be corrected.

Because of the number of the changes, they have not been itemised separately in Resolution 15 but have instead
been incorporated into a revised draft of the Articles of Association, which it is proposed should replace the existing
Articles of Association.

If and when Resolution 15 is passed, the Company will consider the manner, timing and extent of implementing
electronic communications with shareholders, as permitted by the Companies Act 1985 (Electronic Communications)
Order 2000. That Order enables certain shareholder documents, which the Companies Act 1985 previously required
a company to transmit to its members in wiring, to be sent (where the shareholder concerned has expressly
agreed) to an electronic address nominated by the shareholder for that purpose. It also enables a Company to post
communications on its website where they will be accessible by shareholders and, subject to various safeguards,
receive proxies electronically. The procedures are not mandatory - they enable the Company and those of its
shareholders who wish to do so to communicate electronically only if both the Company and shareholder concerned
expressly agree. Members will not be obliged to receive electronic communications if they do not wish to do so.

Documents available for inspection

Copies of the proposed amended Articles of Association of the Company will be available for inspection at any
time during normal business hours on any weekday (Saturdays, Sundays and public holidays excepted) up to and
including 23 May 2002 at the Company'’s registered office, 15 Marylebone Road, London NW1 5JD and at the offices
of Slaughter and May, 1 Bunhill Row, London EC1Y 8YY and will also be available for inspection at The Capital Club,
15 Abchurch Lane, London EC4 7BB from 9.15 a.m. on 23 May 2002 until the conclusion of the Annual General
Meeting.

Recommendation

Your directors believe that the proposed resolutions are in the best interests of the Company and recommend you to
vote in favour of them as they themselves intend to do so in respect of their own beneficial shareholdings of 5,014,736
ordinary shares of 2.5p each (representing approximately 0.33% of the current issued ordinary share capital of the
Company).

Whether or not you are able to attend the Annual General Meeting you are requested to complete the form of proxy in
accordance with the instructions printed on it and return it to Lloyds TSB Registrars, The Causeway, Worthing, West
Sussex BN99 6ZL as soon as possible but, in any event, so as to be received not later than 2.30 a.m. on 21 May 2002.
The return of the completed form of proxy will not prevent shareholders from attending the Annual General Meeting
and voting in person, should they so wish.

Yours sincerely

[%

James C. Curvey
Chairman




15 Abchurch Lane, London EC4 7BB on 23 May 2002 at 09.30 a.m. for the following purposes:
To consider and, if thought fit, pass the following resolutions:-
Ordinary Business

1. To receive and consider the Directors’ Report and Financial Statements for the period ended 31 December 2001
and the Auditor’s Report thereon.

2. To re-appoint Mr. James Curvey as a Director.

3. To re-appoint Mr. Barry Bateman as a Director.

4. To re-appoint Mr. Paul Chisholm as a Director.

5. To re-appoint Dr. Robert Hawley as a Director.

6. To re-appoint Mr. Timothy Hilton as a Director.

7. To re-appoint Mr. H. F. van den Hoven as a Director.
8. To re-appoint Mr. Lawrence Ingeneri as a Director.
9. To re-appoint Mr. Peter Manning as a Director.

10. To re-appoint PricewaterhouseCoopers as Auditors of the Company, to hold office until the conclusion of the next
Annual General Meeting, and to authorise the Directors to determine their remuneration.

Special Business

11.  Ordinary Resolution - THAT the Board be and is hereby generally and unconditionally authorised in substitution for
all subsisting authorities, to exercise all powers of the Company to allot relevant securities (within the meaning of
Section 80 of the Companies Act 1985) up to an aggregate nominal amount of £ 14,189,975 PROVIDED THAT:

(@) this authority shall expire (unless previously renewed, varied or revoked by the Company in general meeting)
at the earlier of 15 months from the date of this resolution or at the conclusion of the Annual General Meeting
of the Company in 2003, save that the Company may, before such expiry, make an offer or agreement which
would or might require relevant securities to be allotted after such expiry and the Board may allot relevant
securities in pursuance of such an offer or agreement as if the authority conferred hereby had not expired;
and

(b)  this authority shall not be exercisable in respect of any relevant securities (other than in connection with the
allotment of relevant securities in relation to the Convertible Notes, the Warrants and the Share Plans) to the
extent that the aggregate nominal amount of the relevant securities issued pursuant to this authority (other -
than as aforesaid) would exceed one-third of the issued ordinary share capital of the Company at the date of
the passing of this resolution.

12. Special Resolution - THAT, subject to the passing of the previous resolution, the Board be and it is hereby empowered
pursuant to Section 95 of the Companies Act 1985 to allot equity securities (within the meaning of Section 94 of the
said Act) for cash pursuant to the authority conferred by the previous resolution as if sub-section (1) of Section 89 of
the said Act did not apply to any such allotment, PROVIDED THAT this power shall be limited to:

(a)  the allotment of equity securities in connection with a rights issue in favour of ordinary shareholders and in
favour of all holders of any other class of equity security in accordance with the rights attached to such class
where the equity securities respectively attributable to the interests of all such persons are proportionate (as
nearly as may be) to the respective numbers of equity securities held by them or are otherwise allotted in
accordance with the rights attaching to such equity securities (subject in either case to such exclusions or other
arrangements as the Board may deem necessary or expedient in relation to fractional entitlements or legal or
practical problems under the laws of, or the requirements of, any regulatory body or any stock exchange in any
territory or otherwise howsoever); and
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and shall expire (unless previously renewed, varied or revoked by the Company in general meeting) at the earlier
of 15 months from the date of this resolution or at the conclusion of the Annual General Meeting of the Company
in 2003, save that the Company may, before such expiry, make an offer or agreement which would or might require
equity securities to be allotted after such expiry and the Board may allot equity securities in pursuance of such an
offer or agreement as if the authority conferred hereby had not expired.

Special resolution - THAT the Company be and is hereby generally authorised for the purposes of Section 166 of the
Companies Act 1985 to make market purchases (within the meaning of Section 163(3) of the Companies Act 1985)
of its ordinary shares of 2.5p each upon and subject to the following conditions:

(a) the maximum aggregate number of ordinary shares which may be purchased is 150,000,000;

(b) ordinary shares may not be purchased at a price which is more than 5 per cent. above the average of the
middle market quotations for the ordinary shares as taken from the London Stock Exchange Daily Official List
for the five business days preceding the date of purchase or at a price which is less than 2.5p per ordinary
share; and

the authority to purchase conferred by this resolution shall expire at the earlier of 15 months from the date of this
resolution or at the conclusion of the Annual General Meeting of the Company in 2003, save that the Company may
before such expiry enter into a contract of purchase under which such purchase may be completed or executed
wholly or partly after the expiration of this authority.

Ordinary Resolution - THAT in accordance with the Company’s Articles of Association and in particular Article 44

a) each of the Ordinary Shares of the Company, (both issued and unissued) be sub-divided into four shares of
0.625p nominal value each, which sub-division shall take place on a date to be decided by the Directors of the
Company; and

b) that the Directors be and are hereby generally authorised in their absolute discretion, to do all such acts or
things as may be necessary to implement such sub-division,

PROVIDED THAT, if such sub-division has not taken place by the conclusion of the Annual General Meeting of the
Company in 2003, this resolution shall lapse and the authority granted to the directors pursuant to this resolution shall
expire.

Special Resolution - THAT

a) the Special Voting Rights Redeemable Share of 10 pence in the capital of the Company be sub-divided and
re-designated as four Ordinary Shares of 2.5p each; and

b) the Articles of Association, in the form now produced to the meeting and signed by the Chairman for the
purposes of identification are hereby adopted as the Articles of Association of the Company in substitution for
the existing Articles of Association.

By order of the Board
Mark A. Jenkins
Secretary

15 Marylebone Road
London,

NwW1 5JD

12 April 2002

Notes:

(1

2

@)

To have the right to attend and vote at the meeting (and also for the purpose of caiculating how many votes a person can cast), a person must
have his/her name entered on the register of members by no later than 6.00 p.m. on 21 May 2002. Changes to the register after this time shall be
disregarded in determining the rights of any person to attend or vote at the meeting.

Any member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll, to vote instead of him. A proxy
need not be a member of the Company.

A form of proxy is enclosed. To be effective, a duly executed form of proxy for use at the meeting, together with the power of attorney or other
authority (if any), under which it is signed, or a notarially certified copy of such power or authority, must be deposited at the Company’s registrars,
Lioyds TSB Registrars, The Causeway, West Sussex BN99 6ZL by 9.30 a.m. on 21 May 2002. The completion and return of the proxy will not
preclude a member from attending the meeting and voting in person.
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The Capital Club, 15 Abchurch Lane, London EC4 7BB at 9.30 am on 23 May 2002

I/'We
(FULL NAME(S) IN BLOCK CAPITALS)

of
(ADDRESS iN BLOCK CAPITALS)

being (a) member(s) of COLT Telecom Group plc, hereby appoint the Chairman of the Meeting (See Note 1 below)

(NAME AND ADDRESS OF PROXY IN BLOCK CAPITALS)

as my/our proxy to attend, and on a poll, vote for me/us and on my/our behalf at the Annual General Meeting of the
Company to be held on 23 May 2002 at 9.30a.m. and at any adjournment thereof. 1/We wish my/our proxy to vote as
indicated below in respect of the resolutions to be proposed at the meeting. Please indicate which way you wish your
proxy to vote by ticking the appropriate box alongside each resolution. (See Note 2 below).

Resolutions For Against

—~A

Adoption of Report and Financial Statements

Re-appointment of J. C. Curvey

Re-appointment of B. R. J. Bateman

Re-appointment of PW Chisholm

Re-appointment of R. Hawley CBE

Re-appointment of T.T. Hilton

Re-appointment of H.F. van den Hoven KBE

Re-appointment of L. M. Ingeneri

Ol | N || E WD

Re-appointment of P. D. Manning

—
©

Re-appointment of Auditors

11.  Ordinary resolution to authorise the directors to allot shares

12. Special resolution to disapply statutory pre-emption rights

13. Special resolution to authorise the purchase of own shares

14. Ordinary Resolution to approve the re-organisation of the Share Capital

15. Special Resolution to adopt new Articles of Association

Signature (See Note 3 below) Date 2002.

Notes:

1. If you wish to appoint as your proxy someone other than the Chairman of the Meeting, cross out the words “the Chairman of the Meeting” and write on the dotted line the
fult name and address of your proxy. The change should be initialled.

2. Inthe absence of instructions, the person appointed proxy may vote or abstain from voting as he or she thinks fit on the specified resolutions and, unless instructed
otherwise, the person appointed proxy may also vote or abstain from voting as he or she thinks fit on any other business (including amendments to resolutions) which
may properly come before the meeting.

3. This form must be signed and dated by the shareholder or his/her attorney duly authorised in writing. If the shareholder is a company, it may execute its common seal,
by the signature of a director and its secretary or two directors or other authorised signatories in the name of the company or by the signature of a duly authorised
officer or attorney. In the case of joint holdings, any one holder may sign this form. The vote of the senior joint holder who tenders a vote, whether in person or by
proxy, will be accepted to the exclusion of the votes of the other joint holders and for this purpose seniority will be determined by the order in which the names stand
in the register of members in respect of the joint holding.

4. To be effective, this form must be completed and lodged with the Company's registrar, Lloyds TSB Registrars, The Causeway, Worthing, West Sussex, BN99 6ZL,
together with the power of attorney or other authority (if any) under which it is signed or a copy of such authority certified notariaily, by no later than 9.30 a.m.
on 21 May 2002.

5. The completion and return of this form of proxy will not preclude a member from attending the meeting and voting in person.

Moisten, fold and stick




BUSINESS REPLY SERVICE
Licence No. SEA10846

Lloyds TSB Registrars
The Causeway
Worthing

West Sussex

BNS9 6ZL
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Turnover up 41% to £3901.9 million*®
EBITDA up three-fold to £24.6 million*
£494 million of new capital raised

City network and Internet Solution

Centre pregramme completed

13,000 route kilometres of

long-distance network in place

Buildings connected
up 35% to 7,843

Switched Minutes carried
up 28% to 20.2 billion

Private Wire (VGEs) connected
up 80% to 15.3 million

Racks installed up 95% to 2,212

Continuous expansion

of product portfolio

*Turnover and EBITDA are before exceptional items.
Turnover and EBITDA including infrastructure sales
were £905.7 million and £26.1 million respectively.




It's no secret that 2001 was a very, very tough year for the telecommunications
industry. Nonetheless, | am proud to report that in this difficult time, COLT has

not only positioned itself well for 2002 and beyond, we've alsc managed to grow.

Turnover in 2001,

excluding infrastructure
sales, increased by 41
percent to £901.9 million,
and EBITDA (before
exceptional items) increased
more than threefold to

£24.6 million, reflecting

improved demand for our

“COLT is financially strong, well positioned
and prepared to
move aggressively forward.”

services from existing
customers, success

in winning new
customers in existing
markets and expansion
into new markets.
Turnover and EBITDA
including infrastructure
sales were

£905.7 million and
£26.1 million respectively.

COLT is positioned
today to provide
telecommunications
solutions to our
customers, not just

network services.

We've spent the past

several years building
the network; now we




intend to exploit what we've created. And,

we are better equipped than our competitors to
accomplish this. We have the network technology,
the financial strength and the staff to not only
acquire new customers, but also to provide

more and better services across Europe and

around the world to our current customers.

During 2001, about half of our growth was
achieved through existing customers buying
more of our products and services. This
obviously reflects on COLT’s reputation for
reliability and high level of customer service.

Of course, we haven't been immune to a
slowing economy and slower growth in
telecommunications demand. In 2001 we
had to act to improve efficiency in several
ways, including the unhappy experience of
planning réductions in our staffing level.
Our President and Chief Executive Officer,
Peter Manning, provides further detail in his
review, but let me say that the success of
COLT has been and will be the collective

we make business i

result of the work of each and every employee.
For these efforts, | am grateful. Without question,
we have the most experienced and dedicated

employees in this business.

To COLT's customers, | say thank you for your
continued support. | assure you that the customer
focus and innovation that have made COLT
successful will continue.

To our shareholders and bondholders, | say
thank you for helping to build COLT into one of
Europe’s most successful telecommunications
companies. Cash reserves are an important
competitive advantage, particularly in today's
economic environment. With your help, we
completed 2001 with cash and liquid resources
of £1.3 billion, having successfully raised

£494 million of new capital during the year.

Yes, 2001 was a challenging year. And, yes,
COLT met that challenge. Today, COLT is
financially strong, well positioned and prepared
to move aggressively forward.
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COLT continued to grow and expand throughout 2001. Underpinning our
improved financial performance was our success in winning new customers

and growing our sales with existing customers.

This is reflected in the
fact that we added 2,038
new customer buildings
to our networks during the
year, bringing the total

to 7,843. We carried

20.2 billion switched
minutes over our
networks compared with
15.8 bitlion in 2000.
Demand for high bandwidth
services remained strong
with private wire voice
grade equivalents growing
by 80 percent to

15.3 million. As well as the
overall improvement in
business volume, we
were pleased to see a
continued improvement

in the pricing environment
throughout the year.

We commenced business

in two new countries

and five new cities and

now operate in 13 countries
and 32 cities. We now have
over 13,000 route kilometres
of our long distance network
in operation inter-linking

“2001 has been the year that
sorted the winners from the
losers. COLT is a winner.”

we make busines:




not only our major network cities but also a further

13 cities where we have established points-of-presence
as well as our Internet Solution Centres (ISC). We

also have complemented our fibre-optic networks

with Digital Subscriber Line technology in nine
countries. We acquired Fitec, a company with

expertise in professional services,
and are building our reputation in
providing a wider range of advanced
services. In short, we have effectively
completed the infrastructure build
phase of our business plan.

Our accomplishments were
achieved in the context of a
market that has changed
enormously over the past year.
Throughout Europe, we have

our assets with the realities of the market place. We
also expect to achieve our objectives with reduced levels
of capital expenditure.

Having effectively completed the infrastructure build
phase of our business plan during 2001, our focus

has now shifted to developing and
deploying a full product range to

our customers in a high quality

and cost-effective way. Key to our
future success is growth from the right
mix of profitable products and services.
We must add value at the lowest cost
to enable us to maximise the return on

the investment made in our infrastructure.

This natural evolution of our strategy

means giving even greater emphasis

seen economic conditions
deteriorate and some of our
customers, suppliers and
competitors have withdrawn from
the market or consolidated their
activities. COLT has not been
immune to these changes.

The challenge for all telecom

companies today is how to

to sales and services and not only
maintaining our reputation for excellent
customer service but enhancing it
even further. It also means that an
even greater proportion of our capital
investment will be directly related to
winning new customers and selling

more to existing customers.

In everything we do, quality must be

Jiirgen Mellinghoff, Senior Legal Counsel and

achieve maximum return on
assets. Therefore, we have
undertaken a major

organisational review with the
objective of enhancing our
operational effectiveness and
providing the opportunity to grow
the business at lower cost. As a
result, we have implemented a new
organisation structure consisting of

|
|
|
|
)
L

three geographic regions (North,

Helena Dokter, Marketing Specialist, Germany

foremost - the quality of our customers
and the service we provide them, the
quality of our assets, the quality of

our people, and the quality of our

finances. A strong balance sheet

and a fully funded business plan
are critical to success in today's
market and economic environment.

The year 2001 was a tough year for
many of us, a watershed year in many

South and Central) and two
pan-European businesses,
European Network Services and eBusiness. The
findings of this review also indicate that we can achieve
our objectives with fewer staff. We are, therefore,
implementing a programme whereby we will reduce staff
levels by approximately 500 throughout 2002. At the
same time, we have taken action to align the value of

Giufio Turcato, IT & Purchasing Manager, ltaly

ways that has sorted the winners from
the losers. Our reputation for quality,
our strong financial position and our ability to provide
end-to-end telecommunications service across Europe
over a single network are what separate COLT from

the crowd and make us a winrier. We look forward

to continuing to demonstrate our winning formula

during 2002 and beyond.




Straight.forward

@u What differentiates COLT from its competition?

An A combination of things. There is the breadth
and depth of our networks across Europe enabling
end-to-end service for our customers over a single
integrated network. There is our reputation for
excellent customer service, further recognised in
2001 with even more awards for excellent customer
service. There is our track record for successfully
executing our business plan and there is our strong
financial position.

@u What have been the big changes at COLT
over the past year?

A\. COLT has had a winning formula since day one.
Our strategy of providing communication solutions
over our own networks to business and governmental
customers in Europe remains the same. Our core
values of first class quality and excellent customer
service also remain the same. That does not mean

to say that COLT is a static organisation - far from it

- but change is more evolutionary than revolutionary.
If you went back two years or more it would have
been fair to describe COLT as a collection of European
metropolitan area networks all built to the same
specification and standards. With the implementation
of our inter-city network, Internet Solution Centres
and the expansion of our product range, today, COLT
is an integrated pan-European operator providing an
expanded range of products, services and solutions

both locally and on an end-to-end basis across Europe.

Peter Manning and Larry Ingeneri answer your questions.

u What do you expect to see changing over
the coming year?

Au The best way to think about it is like this - to all
intents and purposes our infrastructure build is behind
us. We have 32 city-networks operational and our
Internet Solution Centres are in place. We are putting the
finishing touches to our long distance network and we
continue to roll out our DSL capability. As we go forward,
a growing proportion of our capital expenditure will be
success driven as we give even greater emphasis to
filling more and more of our infrastructure with higher
margin services. A consequence of this natural evolution
of our strategy, as well as slower economic growth
generally, is that we can achieve more with fewer people
and plan to reduce our employee numbers by about 500.

@u What is success driven capital expenditure?

An Success driven capital expenditure is a term
used to describe that portion of capital expenditure
that is directly related to winning new customers or
generating new revenues. A good example would be
the expenditure required in connecting a new customer
building to our network or the cost of adding new racks
in our Internet Solution Centres to expand capacity to
meet increased demand.

It is worthwhile noting how the proportion of success
driven capital expenditure is expected to change over
the next few years. In 2001 a very high proportion

of our capital expenditure, 55%, was invested in




compieting our infrastructure pula or 22 CIty-networks,
our inter-city network and Internet Solution Centres
with the remaining 45% being success driven. With the
bulk of the infrastructure investment behind us we expect
the proportion of success driven capital expenditure to
increase to about 65% in 2002 and about 85% in 2003.

@u What part do acquisitions play in your
growth and development?

A, COLT’s success has been built primarily

on organic growth. We have made a few small
acquisitions and those have been mainly to build
up our product and service skill-set in the area of
managed and professional services. For example
we recently acquired Fitec, a French value added
services integrator. Fitec provides us with additional
expertise in the areas of security services and
customer relationship management systems in
particular. We also purchased assets from Adero to
accelerate our move into content distribution services.

u What effect has the slowing economy had
on your performance?

An We have not been immune to the effects of
slower economic growth and clearly our growth rate
would have been higher if economic growth had been
stronger. Against this background we have taken action
to align our asset values with the reality of the market.
Accordingly, we have written down the book value

of certain assets and taken exceptional provisions
resulting in a total operating exceptional charge of
£175.6 million. Nevertheless, we grew revenues by
41% to £901.9 million and increased EBITDA more
than three-fold, excluding infrastructure sales and
exceptional items. We increased the number of buildings
connected to our network by 35% to 7,843. Switched
Minutes carried over our networks increased by 28%
to 20.2 billion. Private Wire VGEs increased by 80% to
15.3 million and racks in service in our Internet Solution
Centres increased from 1,137 to 2,212. Against the
background of a weak economy these are growth
rates that many other companies only dream about.

n Your share price has been very weak over
the past year. What steps are you taking to fix it?

A= Different industries go in and out of fashion as far
as the market is concerned. 2001 was a year when

we make business

ne telecom seclior was very muchn out or tashion so
despite our success over the past year we were caught
up in the overall negative sentiment to this sector. More
specifically, companies that were not fully funded were
being penalised unduly. We successfully addressed
that issue by raising new capital. It is the market that
determines the valuation of COLT and in doing so

it takes into account many factors as well as the
performance of the company itself. It is management’s
role to develop strategy, implement the business plan
and produce a satisfactory financial performance.We are
confident about the long-term outlook for COLT. As
long as we keep producing the resuits then over time
those results will be reflected in the share price.

@u Why did your major shareholder Fidelity decide
to increase its holding in COLT?

An Fidelity believes COLT is a great company

with a great future. Not only did Fidelity agree to take
up its own proportionate share of the most recent
equity capital raising it also agreed to take up any
shares not purchased by other shareholders. At the
same time it was willing to commit additional capital to
take its shareholding up to its current level of 54%.

@= Why did you repurchase a number of your bonds?
Do you have any plans for further bond repurchases?

An The market was valuing our bonds at a significant
discount to their intrinsic value and we viewed a
buyback as excellent value for money and in the best
interests of our shareholders. These purchases reduce
our interest costs by £6 million per year and reduce
our debt by £143 million at a cost of only £85 million.
We have undertaken further buybacks since the end

of the year. We will continue to review any options

that serve the best interests of the company and

its shareholders.

:. When do you expect to become profitable
and what is your dividend policy?

A, coLTis already EBITDA positive, and we are
confident about our ability to become profit positive
over time but it is our policy not to publish profit
forecasts. Given our very high growth rate and the
capital investment needed to support it, all cash
generated will be reinvested for the foreseeable future.
We have no plans to pay dividends to our shareholders.
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CITY NETWORK LAUNCH DATE
London 10/93
Frankfurt 03/96
Paris 06/97
Munich 09/97
Hamburg 10/97
Berlin 12187
Zurich 06/98
Amsterdam 07/88
Brussels 07/98
Dusseldorf 09/98
Madrid 09/98
Milan 12/98
Stuttgart 03/89
Geneva 05/99
Barcelona 06/99
Cologne 06/99
Lyon 06/99
Vienna 06/99
Rotterdam 12/99
Marseilles 12/99
Turin 03/00
Hanover 05/00
Antwerp 09/00
Rome 09/00
Stockholm 10/00
Birmingham 12/00
Dublin 12/00
Copenhagen 09/01
The Hague 09/01
Lisbon 11/01
Valencia 11/01
Manchester 12/01
INTERNET SOLUTION CENTRES LAUNCH DATE
Amsterdam 12/99
Frankfurt 12/99
Paris 12/99
London 12/99
Madrid 06/00
Milan 06/00
Berlin 098/00
Barcelona 03/01
Turin 09/01
London 2 10/01
Paris 2 12/01
(O Metropolitan Area Network (MAN)

@ Other network city
<> MAN with Internet Solution Centre
= Operational network end-to-end managed by COLT
Network connections between citles ara logical paths and may not reflect actual routas.
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Our customers rely on COLT to assist them in mesting their own business
objectives - everything from expanding their channels to market to improving

their internal productivity and processes, reducing costs and supporting their

competitive position in their own markets.

beyond our 32 city-networks.
Through a series of breakout
points on our long distance
network we have extended
our fibre-optic access to
points-of-presence in the
business districts of a

further 13 cities.

Our ultra-modern
infrastructure is designed

to meet the communications
needs of business customers
and ensure the highest
degree of reliability and
security. It enables

us to deliver a growing
portfolio of services.
Everything from switched

voice, data and Internet

services through high
bandwidth Private

Technician Jerome Guillon working on customer premises in Paris

To meet our customers’ needs we have created an Wires, Frame Relay and ATM right up to advanced
unrivalled end-to-end network across Europe - from managed and professional services including P

first mile to last mile - including our Internet Solution Virtual Private Networks, web hosting, security,
Centres, built, owned and operated by COLT. storage and integrated e-business solutions. We also

provide a range of services to other telecommunications
With 32 city-networks in 13 countries and our companies as well as off-net services to those
Internet Solution Centres inter-linked with our customers outside our network footprint.
long distance network we take our networks straight
into the offices and data centres of our customers.

A sign of our continuing success in 2001 was the Connected directly to the COLT
connection of a further 2,038 customer buildings | EuroLAN, our Metropolitan Area
to our network bringing the total to 7,843. We have | Network (MAN) not only runs under
also brought the benefits of our services to customers the streets, but also under the river.

we make business §




Staff in the call centre don't know s
that they now use the most advanced ..
1P technology to route calls over the o
COLT Internet backbone - just that

they don’t suffer from poor quality

calls or lost connections anymore.

Staff in the head office don't know

that their extranet is 2 COLT IP VPN,

all they know is that it is fast, reliable
and secure enough to send sensitive
data to their London, Copenhagen,
Hamburg, Marseilles and Madrid offices.

The marketing team don’t know that our MAN
links the company's offices to the COLT Internet
Solutions Centre, or that it hosts their web sites

and stores data for their e-marketing campaigns.
They just benefit from the results.

“COLT shone in customer care, showing
outstanding customer retention.”

World Communications Awards judges

La Defense, Paris.
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We are complementing our local
fibre-optic access technology
with Digital Subscriber Line
technology (DSL) and now
have DSL access available in
nine countries. This enables

us to expand our addressable
market to the branch offices

of our corporate customers

and smaller and medium sized
companies which today might
not have the volume of business
to justify fibre-optic access or
who may be outside our local
network footprint. As those
customers grow, DSL offers a
migration path to fibre.

We focus our services on the
major financial and commercial
centres of Europe. Our
customers are primarily large
and medium sized businesses
and local and national
government depariments.
They cover a very wide range
of industrial and service sectors.
Many of our customers use our
services in more than one city

or in more than one country.

During 2001 we continued to

Oliver Bolz, Supervisor in the Frankfurt 1SC

expand our service range. We
introduced our EuroWavelength service enabling data
transmission speeds up to 10 Gigabits per second.
EuroWavelength gives our customers the flexibility to
tailor their transmission requirements to best meet their

In the last four years customers across Europe have ranked

us number one for customer care in 28 industry award schemes.

own needs. It is available to more buildings and more

cities across Europe than any competitive offering.

Our first major customer for EuroWavelength was
DANTE, which operates an extensive and high-powered
Research Internet connecting university research
networks in 25 countries. This significant muiti-year,
multi-million pound contract win demonstrates what

can be achieved when you own and operate your own
end-to-end network across Europe.

“COLT's robust and proven network, geographic

coverage and cost effective solutions have
enabled it to play a key role in delivering what
must be the most powerful 10 Gigabit research
network in the world.”

Dai Davis, General Manager, DANTE

With security and service reliability at the top of

our customers’ agenda we extended our range of
managed security products with the launch of our
IinterSecure IP-VPN service, a new high security
network offering, enabling customers to benefit from
state-of-the-art security protocols, data au