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1. Introduction and our
approach to market analysis

1.1 In this volume (Volume 2) we set out our reasoning and decisions on identifying product
and geographic markets. We also set out our significant market power (SMP) analysis for
the markets we are reviewing in the UK (excluding the Hull Area).! These markets are:

e physical infrastructure

e wholesale local access (WLA)

e leased line access (LLA)

e inter-exchange connectivity (IEC)

1.2 The remedies we have decided to impose, in light of our SMP findings, are set out in
Volumes 3, 4, 5 and 6.2

1.3 This section provides an introduction to Volume 2 and sets out some of the more detailed
themes of our approach to market definition.

Scope of the telecoms access market review

Residential and business services included in this review

1.4 In this review, we are considering telecoms services providing broadband connectivity at a
fixed location. These locations include residential and business premises. Retail services
delivered over broadband connections include landline, broadband and TV for residential
consumers; and for smaller businesses, services include landline and broadband (often in
packages offering different speeds and packages tailored to the needs of businesses).?

1.5 Broadband services are typically provided over a local access network and there are many
different local access network technologies, each with different capabilities. The main
access network technologies are copper wires, fibre-to-the-cabinet (FTTC) which uses a
combination of copper wires and fibre cables, hybrid fibre-coaxial (HFC) cable and full fibre
(fibre-to-the-premises (FTTP)). This review covers all of these access network technologies.

1.6 Over the past two decades, access networks have been developing to support increasingly
higher broadband speeds, and the latest developments are able to support speeds of 1,000

1 When we refer to the UK, throughout this document, we mean the UK excluding the Hull Area (i.e. the area
defined as the ‘Licensed Area’ in the licence granted on 30 November 1987 by the Secretary of State under
section 7 of the Telecommunications Act 1984 to Kingston upon Hull City Council and Kingston
Communications (Hull) plc (KCOM)). We separately found that KCOM had SMP in various markets in the Hull
Area in October 2021. See Ofcom, 2021. Statement: Promoting competition in fibre networks — Hull Area
Wholesale Fixed Telecoms Market Review 2021-26. We are considering the Hull Area markets for the period
2026-31 in a separate review and consulted on our proposals in December 2025. Consultation: Promoting
competition and investment in fibre networks — Hull Area Review 2026-31.

2 As we did not make any market power determination in the WFTMR21 for the markets for wholesale fixed
analogue exchange lines (WFAEL), wholesale integrated services digital network (ISDN2 and ISDN30), and
wholesale broadband access (WBA), they are not included within this review.

3 Landline phone calls are increasingly delivered over digital technology, called Voice over Internet Protocol
(VolP), using broadband services. Ofcom. 30 May 2025. Moving landline phones to digital technology: what
you need to know. Accessed 13 January 2026.
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Mbit/s (1 Gbit/s) or more. Accordingly, these latest networks are referred to as gigabit
capable. The two main access network technologies that are gigabit-capable are HFC and
FTTP.

1.7 In addition, larger businesses sometimes use an uncontended connection, usually fibre,
known as a ‘leased line’, for high-capacity data services. We also consider these leased line
services in this review.

1.8 Telecoms services provided to consumers on the move are not part of this review.
However, wireless connections (using mobile, satellite or fixed wireless access technology)
may be used to deliver some retail services at a fixed location (for example, to deliver
landline services and to provide broadband connections for some residential consumers
and businesses) and we therefore take these into account where relevant in this review.

1.9 We give an overview of the broadband and leased line markets in Section 2 of this Volume.

Markets to be reviewed

1.10 In this review we are considering the wholesale markets that support retail telecoms
services provided at fixed locations, not the whole value chain for fixed telecoms retail
services.

1.11 In particular, we are reviewing the following markets:

e The physical infrastructure market: wholesale access to telecoms physical infrastructure,
such as underground ducts or telegraph poles, that can be used for deploying a telecoms
network.

e The wholesale local access (WLA) market: wholesale services used by telecoms providers to
sell broadband to residential consumers and smaller businesses.

o The leased line access (LLA) market: wholesale services used by telecoms providers to sell
high quality, uncontended capacity and high-speed lines, typically more suited to larger
businesses.

e The inter-exchange connectivity (IEC) market: wholesale services used by telecoms providers
to carry broadband traffic between BT exchanges located in different geographic areas.

1.12 The most upstream wholesale market is the physical infrastructure market while the three
downstream wholesale markets are the WLA, LLA and IEC markets. The retail markets
encompass services for residential consumers and businesses customers (e.g. standalone
broadband or a bundle of broadband and landline services) and are further downstream
from the three wholesale downstream markets. They are not part of this review.

Approach to market definition

1.13 In this section we set out our approach to defining and analysing markets. We start our
review by considering the market context, this includes an analysis of both the relevant
retail and wholesale markets.

1.14 We start our wholesale market analysis with the market for physical infrastructure, as this is
the most upstream market. This reflects our preferred approach to regulation, which is to
intervene at the most upstream level of the value chain to minimise regulation in



1.15

1.16

1.17

downstream markets and to promote competition as far back into the network as possible.*
We then consider each of the WLA, LLA and IEC markets in turn.

For each wholesale market we review, we define a product and a geographic market. We
start by defining a product market. We do so using the hypothetical monopolist test. We
refer to the starting point for the application of the hypothetical monopolist test as the
‘focal product’, which is typically the narrowest potential market definition.”

Next, we define different geographic markets, reflecting the different competitive
conditions arising in each product market. We do so by identifying areas within which
competitive conditions are sufficiently homogenous, such that they can be distinguished
from neighbouring areas in which competition conditions are appreciably different.®

In response to the March 2025 Consultation, a limited number of stakeholders submitted
responses relating to our approach to market definition.” Where these comments relate
generally to our approach, we address these comments in the following sections. Where
these comments relate to specific markets, we address the comments in the relevant
section.

Retail markets

1.18

1.19

1.20

1.21

In its response to the March 2025 Consultation, Openreach noted that that we had not
assessed whether downstream retail markets are competitive or already regulated, which it
argued is essential under the modified Greenfield approach, and essential for proper
upstream market definition and assessing SMP.®

When identifying wholesale markets, we start with an analysis of whether the
corresponding retail markets are prospectively competitive in the absence of wholesale
regulation based on a finding of SMP.° Consistent with our approach in previous market
reviews, we do not consider it necessary to formally define retail markets to do so.

In this review, the relevant retail services are those supported by fixed line connections,
including fixed broadband services and leased lines services.

Our assessment is that, without any upstream wholesale SMP regulation, the retail market
would not be competitive over the review period. It is a feature of these markets that there
are high costs of building telecoms infrastructure, especially the physical infrastructure
necessary to deploy telecoms networks, as illustrated by the fact that many new network

* This approach to defining markets is broadly consistent with the WFTMR21 and has been set out in more
detail in the 2019 PIMR Statement (for more details, see: Ofcom. 2019. Promoting competition and investment
in fibre networks: review of the physical infrastructure and business connectivity markets. Volume 1,

Paragraphs 3.9-3.21).

> See Annex 1 for more detail.

® See Annex 1 for more detail.

”Whereas in general stakeholders supported our approach to market analysis, Openreach was the only
stakeholder to comment broadly on our approach to market analysis. See AllPoints Fibre response to TAR26
March 2025 Consultation. Page 2. Paragraph 8; nexfibre response to TAR26 March 2025 Consultation. Main
response. Pages 6-8. Question 2.6; Advisory Committee for Scotland response to TAR26 March 2025
Consultation. Page 4; Consumer Scotland response to TAR26 March 2025 Consultation. Page 6; Scottish
Government response to TAR26 March 2025 Consultation. Page 2; FCS response to TAR26 March 2025
Consultation. Page 2; TechUK response to TAR26 March 2025 Consultation. Page 5. Question 2.10.

8 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 2 and 10.

°This is explained in Annex 1.
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1.22

1.23

deployments since the WFTMR21 have relied on regulated access to BT’s physical
infrastructure at least to some degree.

Absent regulation, the providers of retail services would likely be those providers that
operate both their own networks and physical infrastructure, and therefore retail
competition would not be effectively competitive.

Considering in turn each of broadband services and leased line services:

a)

b)

For broadband services, retail competition would predominantly be driven by BT Group
and VMO?2, as vertically integrated providers which have built networks using their own
physical infrastructure. As set out in Volume 2, Section 4, while there has been
significant deployment of new networks since the WFTMR21, many new network
deployments rely on regulated access to BT Group’s physical infrastructure to some
degree. The high cost of replicating such infrastructure means that, in the absence of
regulation, we would not expect to see the necessary rival investment or rollout of new
physical infrastructure by vertically-integrated providers to mean that the retail market
is prospectively competitive over this review period.

For leased lines, retail competition would again likely be largely driven by vertically
integrated providers which have built networks using their own physical infrastructure.
This is also likely to be predominantly driven by BT Group and VMO?2, although there
are some areas where vertically integrated networks other than BT Group and VMO2
are present which have built their own physical infrastructure. Nonetheless, we
consider that the high cost and time required to replicate such infrastructure means
that in many areas — absent regulation — there is unlikely to be sufficient build of new
physical infrastructure by vertically integrated providers to mean that the retail market
is prospectively competitive in this review period.

Modified Greenfield approach

1.24

1.25

Openreach submitted that we had misapplied the modified Greenfield approach in our
market analysis.

We do not agree with this. As set out in Annex 1, when defining a market and assessing
SMP, we apply principles that are commonly referred to as the modified Greenfield
approach.! In practice, this means that we identify and analyse a market on the
assumption that no SMP regulation exists in that particular market. This avoids a risk of
circularity in our assessment. Precisely how this applies in each case depends on the
particular circumstances of the market being assessed, and we set out how we have applied
this approach in the relevant sections below.*?

19 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 85-87.
1'We note that the term “modified Greenfield” is not a statutory term or term of art. See British

Telecommunications PLC v Office of Communications (VULA) [2016] CAT 3, at paragraph 146.

12 We note that our approach is consistent with English case law (see Hutchison 3G UK Ltd v The Office of
Communications [2009] EWCA Civ 683 and British Telecommunications PLC v Office of Communications (VULA)
[2016] CAT 3). It is also consistent with the European Commission’s SMP Guidelines. We disagree with aspects
of Openreach’s submission in relation to how it says the modified Greenfield approach applies.

6
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Market reviews are forward-looking

1.26 When defining a market, we are required to conduct a forward-looking assessment, taking
into account expected or foreseeable developments that may affect competition in the
market over the review period.*?

1.27 As discussed in more detail in the relevant sections, there is inherent uncertainty in defining
forward-looking geographic markets, particularly during a dynamic period in which network
competition is still developing. In particular, the evidence indicates that the development of
competitive conditions in both the WLA and LLA markets over the review period is
uncertain due to several factors. For example:

a) Whether, when and where further planned deployment will materialise, and how this
will affect the geographic variation in competitive conditions.

b) The extent to which existing or new competitors will be able to compete in relevant
markets. In particular, having deployed their networks, whether new competitors will
be able to overcome market-specific barriers to attract, connect and retain customers.

¢) Timing and form of altnet consolidation and how any consolidation will affect the
strength and footprint of different competitors.

d) Potential entry or exit of competing networks.

1.28 We disagree with Openreach’s view that our market definition is overly reliant on current

market shares and not sufficiently forward-looking.'* 1> 16 17

1.29 When defining each of the relevant markets, we consider whether there is a sufficient
likelihood that expected changes in competitive conditions will materialise during the
review period. In doing so, we exercise our regulatory judgment, taking into account
indications from any reliable and (as far as possible) recent evidence that is available to us
in relation to future market developments.*®

1.30 We are also mindful that market boundaries should be clearly identifiable and consistent
over time. A key part of our assessment, informing our decision of whether to define sub-
national markets, is whether we expect appreciable differences in competitive conditions
between different geographic areas that are sufficiently clear and stable over time such
that it would be appropriate to reflect them in a five-year forward-looking market
definition.® Basing market definition on temporary fluctuations in prices, take-up, or
performance metrics would risk mis-characterising competition over the review period.

13 See Annex 1.

14 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 23. Paragraph 67.

15 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 8-9. Paragraphs 11-17.

16 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026.. Pages 3 and 8.

17 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 11-15. Paragraphs 24-36.

18 We note that this is also broadly consistent with the approach set out in the Commission Notice on the
definition of the relevant market for the purposes of Union competition law (C/2024/1645), paragraph 77.

1% We note that this is also broadly consistent with Guidelines on market analysis and the assessment of
significant market power under the EU regulatory framework for electronic communications networks and
services (2018/C 159/01), paragraph 50 and Commission Staff Working Document, Guidelines on market
analysis and the assessment of significant market power under the EU regulatory framework for electronic
communications networks and services (C(2018) 2374 final), page 21.
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1.31 We have gathered updated evidence to ensure our assessment is based on the latest and
most reliable information. We set out what this evidence is in greater detail in the following
sections on market definition.

Factors affecting competitive conditions in wholesale access
markets

1.32 On a forward-looking basis, network presence alone is not necessarily enough for
competitive conditions to be different in a particular geographic area.?° Instead,
competitive conditions in different geographic areas in the WLA and LLA markets are
determined by the materiality and sustainability of the competitive constraint that the
networks present in those areas have the ability or the potential to exert.

1.33 The materiality of the competitive constraint hinges on whether a network has the ability,
or the potential, to sufficiently overcome the market-specific barriers to entry and
expansion and gain a material share of demand over the review period. While some of
these barriers are market-specific, in both WLA and LLA they go beyond the high costs of
building a network, and include barriers to attract, connect and retain customers.
Therefore, we disagree with Openreach that, in principle, any network that has deployed
fibre or plans to do so in the foreseeable future is likely to act as a material competitor,
given that the network may be ineffective in competing for customers.

1.34 We also assess sustainability of the constraint. Since our approach to market definition is
forward looking we need to assess not only whether providers can compete on price and
quality to gain market share today, but also whether they can continue to do so over the
review period, in the absence of regulation.?! Alongside materiality, sustainability is
therefore central to our assessment of competitive conditions on a forward-looking basis
over the review period: until a network has the ability to operate viably and to continue
offering competitive prices and quality in the future, uncertainty remains as to whether any

constraint it poses will persist.?

1.35 We therefore also disagree with Openreach that, in principle, every network is a sustainable
constraint.?® In Openreach’s view, once a network is built, even if it is not successful under
any given ownership, it would be acquired by another network, and therefore is always a
lasting constraint.

1.36 However, firstly, as we explain above, the mere presence of a network is not enough for
there to be material and sustainable competition, as this depends on whether the network
is able to exert such a constraint.

20 several stakeholders commented on this in the LLA context and expressed agreement. INCA response to
TAR26 March 2025 Consultation. Page 69. Paragraph 268. PXC response to TAR26 March 2025 Consultation.
Paragraphs 3.2-3.5. Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 104. Openreach
disagrees with this. Openreach response to TAR26 November 2025 Consultation. Paragraph 34.

%1 See the discussion of the modified Greenfield approach above.

22 We agree with Openreach that a network may gain this ability through consolidation, should consolidation
make the network sustainable. Openreach response to TAR26 November 2025 Consultation. Paragraph 34.

23 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 21-22. Paragraph 60-64. Openreach response to TAR26 November 2025 Consultation.
Paragraph 34.
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1.37 Secondly, it is not necessarily the case that every network would in fact be acquired. It is
also possible that a consolidation could lead to the loss of a competitive constraint, as may
be the case if a network is consolidated with another network with which it overlaps.

Structure of the rest of this volume

1.38 The rest of this volume is structured as follows:

e Section 2 gives an overview of the market context.

e Section 3 considers the physical infrastructure market.

e Section 4 considers the wholesale local access market.

e Section 5 considers the leased line access market.

e Section 6 considers the inter-exchange connectivity market.

e Section 7 sets out the competition concerns arising from our proposed findings that BT has
SMP in each of the relevant markets.

1.39 In Sections 3, 4, 5, and 6, we begin with completing our product and geographic market

definition. We then turn to assessing SMP in the geographic market. Throughout this
volume, we have taken stakeholders’ feedback into account when making our decisions.



2. Market context

2.1 In this section, we set out background information on the retail and wholesale markets for
the provision of broadband and leased line services. This covers:

e For broadband services:

> Structure of the broadband market

Retail and wholesale broadband availability
Retail and wholesale broadband take-up
Retail broadband pricing

Broadband consumers attitudes and usage

vV V. V V V

Alternative technologies delivering fixed telecoms services

e For leased line services:

> Structure of the leased line market
> Service take-up and usage

Broadband

2.2 As set out in Section 1, our review considers telecoms services provided at a fixed location.
These are delivered over a variety of technologies, and can deliver a range of services,
including broadband.

2.3 In this section we give some additional context on the broadband market.

Structure of the broadband market
The broadband supply chain

2.4 There are many providers involved in delivering broadband services, as outlined in Figure
2.1. These providers range from those that build and operate the network infrastructure
itself, to those that provide the services to consumers.?* Some providers operate at all
levels of the value chain (i.e. vertically integrated network operators), while others operate
only in parts of the value chain (e.g. wholesale providers).? In recent years, many new
network operators have entered the market, deploying alternative network infrastructure
for wholesale and/or retail provision of broadband services. These newer providers are
known as altnets.?®

2.5 We explain the different types of providers operating in the broadband value chain in more
detail below. We describe the functions of physical infrastructure operators, network

24 When referring to consumers throughout this broadband section, we mean residential consumers and
businesses that use broadband services similar to residential consumers, unless otherwise specified.

25 The upstream part of the market is for wholesale services, which are those services that telecoms providers
provide for themselves and sell to each other. The most downstream part of the market is retail services —
those sold directly to residential consumers and businesses.

26 Altnet is short for an alternative network provider which is not Openreach or Virgin Media O2. An altnet is
an organisation operating within the UK that builds its own network infrastructure for wholesale and/or retail
provision of broadband services. Some altnets also offer leased line services, and we refer to these as multi-
service networks.
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operators, and the retail internet service providers (ISPs), as well as the difference between
vertically integrated network operators and other types of providers.

Figure 2.1: Broadband supply chain — examples only

Physical o
infrastructure CityFibre* Openreach Virgin
. P Media 02
operators
e |
— N
Networks Who!esale CityFibre* Creeed] Virgin Hypirfptlc
operators  |providers Media 02
——
Retail Virgin Hyperoptic
ISPs Sky TalkTalk Vodafone BT Media 02 .
1 1 1
End users
(residential or
businesses)
Vertically-integrated network
operators

Source: Ofcom. 2026.

Notes: Companies included in the diagram are provided as examples only and are not intended to provide an
exhaustive picture of the broadband telecoms market. *CityFibre uses a mix of self-build and PIA. **Hyperoptic
uses PIA and Openreach leased lines. %’

Physical infrastructure operators

2.6

2.7

2.8

Physical infrastructure operators build and operate the infrastructure in which telecoms
networks equipment is deployed, such as ducts and poles.

Network operators (discussed below) may build their own physical infrastructure for their
own use or use by other network operators. Network operators may also use third parties’
physical infrastructure, or a combination of this and their own physical infrastructure.

As discussed in Volume 3, Section 5, Openreach is currently mandated to provide specific
network access in the form of physical infrastructure access (PIA). As mentioned in Volume
1, as of December 2025, more than 150 providers had already deployed network using
access to Openreach’s physical infrastructure (or had placed orders to do so). These
providers had ordered 211,000 km of duct, and over 145,000 km had already been used.
They had ordered approximately 1.4m attachments to poles, of which more than a million
attachments had already been used.?

27 Hyperoptic. May 2023. Hyperoptic Response: Ofcom Consultation — Improving broadband information for
consumers. CityFibre. June 2022. CityFibre Blog. Repurposing yesterday’s network for our Full Fibre future.
Accessed 6 March 2026.

8 Openreach PIA Usage Report for Q3 2025/26 received 16 January 2026.
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2.9 Different providers use PIA to different extents. Some providers may use a combination of
self-build and PIA (such as CityFibre), and others may use mostly PIA.?

Wholesale-only providers

2.10 Network operators build and operate their own fixed telecommunications networks.

2.11 Some network operators are wholesale providers; wholesale providers do not sell
broadband services directly to end-users, but instead sell network access to retail ISPs who
then sell broadband services to residential consumers and small businesses.*°

2.12 Openreach operates BT Group’s network. It is the largest wholesale provider in the UK with
near-universal coverage and provides wholesale services to over ¢.650 retail ISPs.3! We
discuss Openreach and BT Group in more detail below.

2.13 Other examples of wholesale providers include CityFibre and nexfibre:

e CityFibre currently covers 4.7m premises and plans to cover 8m premises.>? CityFibre
provides wholesale services to a large number of retail providers, including TalkTalk,
VodafoneThree, Sky and Zen.*?

e nexfibre® currently covers 2m premises and is targeting 5m premises by 2026.3> *¢ Virgin
Media 02 (VMO2) acts as the anchor tenant for nexfibre’s build, and in April 2025, giffgaff
was announced as nexfibre’s second wholesale customer.?” nexfibre intends to make its
network available to other ISPs in the future.®

Vertically integrated network operators

2.14 Some network operators are vertically integrated, meaning they control all stages of
broadband service delivery, from owning or using physical infrastructure, to selling directly
to consumers and businesses. Examples of vertically integrated network operators include

2% CityFibre. 14 June 2022. Repurposing yesterday's network for our full fibre future. Accessed 23 February
2026.

30 Among businesses, broadband services are primarily used by micro and small businesses, and larger
businesses more likely to use leased lines, which are discussed later in this volume.

31 Openreach. Openreach website. Accessed 8 December 2025.

32 We note that CityFibre distinguish between 4.7m premises passed by their network, 4.5m premises that are
ready for service (RFS), and CityFibre’s RFS consumer footprint of 4.15m premises. CityFibre. CityFibre delivers
record performance in 2025 Accessed 10 February 2026.

33 VodafoneThree refers to the combined business created as a result of the 2025 merger between Vodafone
and Three in the UK. Vodafone Group Plc and CK Hutchison Group Telecom. 2 June 2025. Completion of
Vodafone and Three merger in the UK.

3 nexfibre is a joint venture between InfraVia Capital Partners, Liberty Global and Telefénica. nexfibre. About
nexfibre. Accessed 27 February 2025. VMO2 is a 50:50 joint venture between Liberty Global and Telefdnica SA.
VMO?2. Hello, we're Virgin Media 02. Accessed 27 February 2025.

% nexfibre. 9 January 2025. Nexfibre network passes 2 million premises. Accessed 14 January 2025. According
to our own data gathered for TAR26, discussed further in Volume 2, Section 4 and Annex 18, nexfibre covered
[3<] of premises and planned to cover [3<] by 2031.

36 FTTP refers to fibre-to-the-premises, however this can also be referred to as fibre-to-the-home (FTTH), fibre-
to-the-building (FTTB) or full fibre. See Annex 18, Glossary, for the full definition.

37 nexfibre. nexfibre welcomes giffgaff to its next generation wholesale platform. Accessed 9 January 2026.

3 In February 2026, the owners of the VMO2 network (Liberty Global and Telefonica), and InfraVia, agreed to
acquire Substantial Group (including the Netomnia network footprint and retail brands YouFibre and Brsk)
through their existing joint venture, nexfibre. The deal is not yet complete and subject to regulatory approval.
VMO?2. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion
through their existing joint venture, nexfibre. Accessed 26 February 2026.
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BT Group, VMO?2 and some of the altnets deploying FTTP, such as Netomnia/Brsk,*
Hyperoptic or Community Fibre.

2.15 BT Group is the largest vertically integrated network operator. The group includes the
upstream wholesale entity, Openreach, which manages BT’s network. Since 2018, it has
been a separate subsidiary within BT Group.*® Openreach’s network previously used
primarily copper-based technologies,** including FTTC (explained below), but in the last few
years, Openreach has been deploying a new network using fibre cables running directly to
premises (FTTP). Openreach has already deployed FTTP to 21m premises and plans to build
to 25m by the end of 2026.%* In addition, BT Group recently announced plans to extend full
fibre to 30 million premises, beyond the existing 25m target.** The Openreach network is
used by downstream retail divisions of BT Group (e.g. BT, EE, Plusnet) who sell services
directly to consumers, as well as other retail ISPs and network providers.

2.16 VMO?2 is currently the second largest vertically integrated network operator. As outlined
above, VMO2 has entered an agreement with nexfibre whereby nexfibre will carry out
VMO?2's new FTTP build (in areas where VMO?2 is not already present) with VMO2 operating
as a build partner.

2.17 VMO?2 and nexfibre are separate companies, and nexfibre can sell its services to other ISPs
and [3<].* In areas where nexfibre is or plans to be present, VMO2 will act as wholesale
customer of nexfibre (as the anchor tenant) and use nexfibre network to provide
broadband services. Due to the arrangements between them, we use the combined VMO2
and nexfibre data on coverage and active lines, unless specified (e.g. Figure 2.5).* They also

have common shareholders.*®

2.18 In February 2026, the owners of the VMO2 network (Liberty Global and Telefonica), and
InfraVia, agreed to acquire Substantial Group (including the Netomnia network footprint
and retail brands YouFibre and Brsk) through their existing joint venture, nexfibre. As the

3% We refer to the Substantial Group companies as Netomnia/Brsk. Substantial Group companies include BRSK
Limited and Netomnia Limited which provide upstream network services, and BRSK ISP Limited and Youfibre,
which provide downstream ISP retail services. Substantial Group Limited response to TAR26 March 2025
Consultation. p.1. In February 2026, the owners of the VMO2 network and InfraVia agreed to acquire
Substantial Group through their existing joint venture, nexfibre. As the deal is not yet complete and subject to
regulatory approval, we continue to consider the Netomnia network footprint as separate from
VMO2/nexfibre. VMO2. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group
for £2 billion through their existing joint venture, nexfibre. Accessed 26 February 2026.

40 Openreach became a separate subsidiary in BT Group as a result of commitments that BT made to give
Openreach greater strategic and operational independence from BT Group to address competition concerns
identified by Ofcom in 2016. For more details, see annual reports by Ofcom’s Openreach Monitoring Unit.

41 Copper-based broadband: A broadband service where the physical connection between the local access
aggregation node and the network termination equipment (NTE) comprises copper wires either in whole or in
part. Openreach products used to deliver copper-based broadband include, but are not limited to LLU, SLU,
MPF/SMPF, FTTC, G.fast, SOTAP, SOGEA, and SOG.fast.

42 BT. 5 February 2026. Results for the nine months to 31 December 2025. Accessed 25 February 2026.

43 BT. 12 February 2026. Chancellor welcomes BT’s investment into the UK’s best networks. Accessed 13
February 2026.

4 ([5<] response dated [$<] to s135 notice dated [3<], question [5<])

% |n Section 4, we explain that we use the combined VMO2 and nexfibre data on coverage and active lines for
the purpose of defining geographic markets and assessing SMP (i.e. we treat the nexfibre footprint as no
different to if VMO2 were expanding its footprint directly).

46 nexfibre is a joint venture between InfraVia Capital Partners, Liberty Global and Telefénica. Liberty Global
and Telefénica own VMO?2.
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2.19

2.20

2.21

deal is not yet complete and subject to regulatory approval, we continue to consider the
Netomnia network footprint as separate from VMO2/nexfibre.*’

Together, VMO2 and nexfibre cover over 18.8m premises nationwide.*® VMO2 operates a
mainly Hybrid Fibre Coaxial network (HFC, explained below) covering most urban areas of
the UK. It announced in 2021 that it would be upgrading its HFC network to FTTP by 2028.%°
As discussed above, VMO?2 is also expanding its retail coverage as the anchor tenant for the
FTTP network being deployed by wholesale altnet nexfibre. As of February 2026, VMO2 and
nexfibre’s combined FTTP coverage was 6.4m premises.*’

Many altnets are also vertically integrated, owning or using physical infrastructure as well
as selling directly to consumers and/or businesses. Examples of vertically integrated altnets
include Netomnia/Brsk, Community Fibre and Hyperoptic.

Some vertically integrated operators also offer wholesale access, in addition to selling
services directly to consumers. In September 2025, VMO?2 launched a specialist business
unit dedicated to wholesale services.’* Some vertically integrated altnets also offer
wholesale access, or have plans to do so. For example, Community Fibre has a wholesale
agreement with VodafoneThree.>? Netomnia/Brsk has created a B2B wholesale platform,
opening up access to its network to ISPs and other business providers.>?

Retail internet service providers (ISPs)

2.22

2.23

Retail ISPs provide residential consumers and small businesses with broadband services.
Retail ISPs include both providers that use their own networks (which are the vertically
integrated network providers discussed above), and those that use others’ networks to
provide retail services. Retail ISPs may also provide other services that use a broadband
connection such as digital landlines or streaming services.

The majority of residential consumers and small businesses purchase broadband services
from a small number of large retail ISPs. Table 2.1 below shows the market shares of ISP
below.

4 Virgin Media 02. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2
billion through their existing joint venture, nexfibre. Accessed 26 February 2025.

“8 Virgin Media 02. 18 February 2026. Virgin Media 02 Q4 2025 Financial Results. Accessed 6 March 2026.
% Virgin Media 02. Virgin Media 02 bolsters future network with fibre upgrade plan. Accessed 15 January

2025.

>0 https://news.virginmediao2.co.uk/wp-content/uploads/2025/02/Virgin-Media-02-Q4-FY-2024-Earnings-

Release.pdf Virgin Media 02. 18 February 2026. Virgin Media 02 Q4 2025 Financial Results. Accessed 6 March
2026. According to our own data gathered for TAR26, discussed further in Volume 2, Section 4 and Annex 18,
VMO?2 covered [3<] of premises and planned to cover [3<] by 2031. VMO2 response dated [3<] to s135 notice
dated [3<], question [2<] and Nexfibre Networks Limited response dated [3<] to s135 notice dated [3<],
question [3<]

>1 Virgin Media 02. 17 September 2025. Virgin Media 02 brings together new team to challenge the fixed
wholesale market. Accessed 17 November 2025.

2 Community Fibre. 28 August 2025. Community Fibre launches strategic wholesale agreement with
VodafoneThree. Accessed 17 February 2026.

>3 Netomnia. 12 August 2025. Netomnia Launches B2B Wholesale Platform. Accessed 17 November 2025.
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Table 2.1: Broadband connections by ISP (%)

BT 30%
Sky 20%
VMO2 20%
TalkTalk 8%
Other 21%

Ofcom. 17 July 2025. Communications Market Report 2025 — Interactive data, Telecoms and Networks, Fixed
telecoms connections by ISP (%). Operator Data collected in 2024.

2.24 BT (including EE and Plusnet) remained the largest UK broadband provider in 2024, with a
30% share of active retail broadband connections, and in combination with Sky (20%),
VMO2 (20%) and TalkTalk (8%) accounted for most (78% share) retail broadband
connections.>* Other retail ISPs, which include the remainder of retail ISPs, together
accounted for a 21% market share, a six percentage point increase since 2021. Within this
category, Vodafone held [<] % share of retail broadband connections and Zen accounted
for [<] %.

Residential and business broadband products offered

2.25 All retail ISPs offer a range of products which may be differentiated by, for example, the
services included as a bundle with the broadband service, or the choice of headline
broadband speeds. For instance, some providers offer FTTP packages with speeds ranging
between 35 Mbit/s to 900 Mbit/s, and increasingly there are ISPs offering products with
speeds up to 5 Gbit/s. > *® Contract lengths vary between 12 to 24 months, although some
providers offer monthly rolling contracts.®” The different packages and speeds are offered
at a range of different price points.

2.26 Some of the ISPs providing residential broadband services also offer a range of broadband
packages targeted at business users, particularly ‘small office/home office’ and ‘micro-
businesses’. There are also smaller ISPs who are specialist providers of these business
broadband services. Business broadband products typically offer a range of additional

>4 TalkTalk’s share of broadband connections refers to TalkTalk Consumer (i.e. retail), rather than PlatformX’s
wholesale connections.

%5 For example, BT offer download speeds ranging from 36 Mbit/s to 900 Mbit/s. BT. BT broadband. Accessed
10 December 2025. TalkTalk offers speed at a similar range. TalkTalk. Our best broadband deals. Accessed 10
December 2025.

6 For example, Community Fibre offer packages with speeds from 100 Mbit/s to 5 Gbit/s. Community Fibre.
Community Fibre. Broadband Packages. Accessed 10 December 2025. Similarly, Sky offers speeds of up to 5
Gbit/s. Sky. Sky Broadband Speeds. Accessed 10 December 2025. VMO?2 also offer speeds of up to 2 Gbit/s
using the nexfibre network. VMO2. VMO2 switches on residential 2Gbps broadband service and launches
symmetrical speed options. Accessed 4 March 2025. Vodafone offer speeds of up to 2.2 Gbit/s. Vodafone
Broadband. Accessed 10 February 2026.

7 For example, Sky and TalkTalk have minimum 24-month terms, while Gigaclear have a minimum 18-month
term. Hyperoptic and VMO2 offer 1 month rolling contracts. BT. BT Broadband deals. Accessed 10 December
2025. TalkTalk. TalkTalk Full Fibre. Accessed 10 December 2025. Sky. Sky Broadband Speeds. Accessed 10
December 2025. VMO2. No contract broadband. Accessed 10 December 2025. Hyperoptic. Hyperoptic
broadband only price plans. Accessed 10 December 2025.
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features compared to residential broadband products, e.g. increased customer support.>®
Products may also be tailored to the needs of different types and size of organisation.>®
However, not all businesses may need the extra features provided by business broadband
products, and some may purchase residential broadband: Ofcom research, conducted in
2025, found that 51% of SMEs said they had a fixed-line business broadband contract and
47% said they had a residential broadband contract.®®

2.27 While smaller businesses may purchase business broadband packages for their
organisations, larger businesses may purchase leased lines, which we discuss later in this
section.

Retail and wholesale broadband availability
Fixed broadband services can be delivered using a variety of technologies

2.28 There are four primary types of fixed line technologies for fixed broadband access. More
information about these types of technologies can be found in Annex 2.

o Asymmetric Digital Subscriber Line (ADSL) — Copper (telephone) cables are used to connect
the exchange to each premises. The theoretical maximum download speed for ADSL is
around 24 Mbit/s, however, actual speeds delivered diminish with the length of cable from
exchange to the premises and average at around half of this.

o Fibre to the cabinet (FTTC) — FTTC involves optical fibre to the street cabinet, with copper
cables connecting the cabinet to the premises. FTTC uses ‘very high-speed digital subscriber
line’ (VDSL) technology. As with ADSL, speeds diminish with the length of the copper cable,
with the maximum download speed for premises close to the cabinet normally up to 80
Mbit/s.5*

e Hybrid fibre coaxial (HFC) cable — HFC is provided via optical fibre to a street cabinet and via
coaxial cable from the cabinet to the premises. Because coaxial cable has less signal loss
compared to telephone copper wires, HFC can deliver higher speeds over longer distances.
In the UK, HFC is provided by VMO2, and its cable network can deliver gigabit speeds.®

o Full fibre or ‘fibre to the premises’ (FTTP) — The connection from the exchange to the
premises is provided entirely over optical fibre. Generally, distance to the premises does not
affect the speed delivered. FTTP can deliver gigabit speeds.®

2.29 Fixed broadband connections can also be categorised based on the download speed they
provide, described below.

8 Other examples of additional features include cloud apps (e.g. Office 365 or Dropbox), static IP addresses or
faster upload speeds.

>° For example, Virgin Media 02 offers broadband products for small businesses (1-10 employees).

See Fibre Business Broadband & Phone Deals for 2025 | Virgin Media Business. Accessed 28 January 2025.
60 Ofcom. 18 July 2025. Consultation: Reviews of Call Termination Markets and End-to-End Connectivity
Condition. Business call user research data tables.

1 Another technology known as G.fast is also sometimes deployed at, or near, a limited number of cabinets
offering higher speeds than VDSL.

2 HFC access networks are shared between a large number (usually hundreds) of premises.

3 Most FTTP access networks use Passive Optical Network (PON) approaches where capacity in the
downstream and upstream direction is shared between around 30 to 60 users.
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e We use the term standard broadband to describe broadband services with download
speeds below 30 Mbit/s. This can be delivered by ADSL, FTTC, HFC and FTTP.%

e Superfast broadband is used to describe broadband with download speeds of at least 30
Mbit/s. This can be delivered over FTTC, HFC, and FTTP technologies. Superfast broadband
provides faster speeds for typical home activities, such as for one-person streaming 4K/UHD
video, and allows a one-hour HD TV episode to be downloaded in under four and half
minutes. Several devices can also work simultaneously over superfast broadband. Superfast
broadband is available to almost all of UK premises.®> ©°

e Gigabit-capable broadband can offer download speeds of 1 Gbit/s and above and can only
be delivered by HFC and FTTP. In comparison to superfast broadband, gigabit-capable
broadband enables sufficient speeds to download a one-hour HD TV episode in eight
seconds.®” We discuss gigabit-capable broadband coverage in the next section.

Gigabit-capable and FTTP broadband coverage have increased since 2021

There has been substantial progress in the roll-out of FTTP and gigabit-capable networks

2.30 Since the publication of the WFTMR Statement in March 2021, there has been substantial
progress in the roll-out of gigabit-capable networks. This has been driven by the
deployment of FTTP networks by both Openreach and altnets, as well as VMO2’s upgrade
of its HFC network to be able to deliver gigabit speeds, which was completed in December
2021.58 ¢

2.31 Figure 2.2 illustrates the progress made in FTTP broadband and gigabit-capable broadband
availability from January 2021 for all premises,’® as well as planned coverage until January
2031.7* Both FTTP and gigabit-capable broadband availability have increased since 2021.
For example, access to FTTP broadband has increased from 20% of premises in January
2021 to 78% in July 2025.

% This includes decent broadband, which refers to broadband connections with a download speed of at least
10 Mbit/s and an upload speed of at least 1 Mbit/s.

% As of July 2025, 98% of residential premises across the UK have access to superfast broadband. Ofcom. 19
November 2025. Connected Nations 2025. Page 13.

% We also sometimes refer to ultrafast broadband, which is used to describe broadband services capable of
delivering a minimum download speed of 300 Mbit/s. This can be delivered over G.fast, HFC or FTTP.

7 Ofcom. 19 November 2025. Connected Nations 2025 . Page 13.

%8 Gigabit-capable broadband can be delivered over both FTTP and HFC technologies, so as operators roll out
FTTP, gigabit-capable coverage for residential consumers and businesses will increase.

% Virgin Media 02. 7 December 2021. Virgin Media 02 completes gigabit upgrade in boost for Britain’s
broadband target. Accessed 11 February 2025.

0 The Connected Nations narrative reports focus on residential premises only, while figures reported here are
for all premises, i.e. residential and commercial, which can be found in the interactive reports provided with
each Connected Nations publication.

"1 The planned coverage data reported for January 2031 exclude the Hull Area. Coverage values shown
between January 2028 and January 2031 are extrapolated estimates. All data points at or before January 2028,
as well as the January 2031 point, are based on providers’ data.
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Figure 2.2: FTTP and gigabit-capable broadband existing and planned coverage, 2021 to 2031
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Source: Ofcom analysis of Connected Nations coverage data (collected 2021-2025) and planned network
deployment data (collected May 2025) and additional planned network deployment data provided for TAR
(collected July-September 2025, for additional detail see Annex 3).

Notes: we use all network deployment plans provided by operators, as opposed to, for example, only plans that
are fully funded or are in the process of being built. Figures provided are for all relevant premises covered by
the Connected Nations and TAR data, residential and commercial, rather than residential premises. Gigabit-
capable coverage of residential premises was 86% in July 2025, and FTTP coverage was 78%. Connected
Nations data reported between 2021 to 2028 includes the Hull Area and the planned coverage data reported
for January 2031 exclude the Hull Area. Therefore, data discrepancies may be present with figures differing to
those reported in later volumes. Coverage values shown between January 2028 and January 2031 are
extrapolated estimates. All data points at or before January 2028, as well as the January 2031 point, are based
on providers’ data.

2.32 We expect the increase in the coverage of gigabit-capable broadband to continue well into
the 2026-31 review period. Plans submitted in 2025 indicate that 97% of premises could
have access to gigabit-capable broadband by March 2031, with the increase driven mostly
by FTTP build. A number of providers have announced FTTP build plans, for instance,
Openreach plans to build to 25 million premises passed by the end of 2026 with ambitions
to pass 30 million premises by 2030.7%> Overall, FTTP coverage could increase from 78% as of
July 2025 to 97% across the UK by March 2031.72

2.33 The rate of FTTP deployment is expected to slow down compared to recent years, given the
significant build progress to date, which has resulted in coverage of about two thirds of the
UK (as mentioned above, FTTP coverage stands at 78%, as of July 2025). Different altnets
have built at varying rates, with Netomnia/Brsk accelerating their build, while other altnets
have scaled back their build plans.”* As coverage reaches very high levels, the remaining

2 BT Group. BT Group plc - Annual Report 2024. Page 60. Accessed 27 February 2025.

3 FTTP planned coverage figures are dependent on networks completing planned deployments.

74 Netomnia aim to build to five million premises by 2027. 16 December 2025. Netomnia FTTP overtakes FTTC.
Accessed 10 February 2026. In contrast, reports show the challenging position that some altnets are in. ISP
Review. 24 November 2025. Enders analysis warns largest UK broadband altnets lost £1.5bn in 2024. Accessed
13 February 2026.
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premises without gigabit-capable broadband coverage are likely to be the most difficult to
connect.”

Coverage varies across the UK

2.34 While the availability of gigabit-capable broadband has increased across the UK, there are
variations. For instance, urban areas see a higher availability than rural areas. As of July
2025, 90% of all premises in urban areas have access to gigabit-capable broadband
compared with 60% in rural areas. In addition, across the UK nations, Northern Ireland has
the highest availability of gigabit-capable broadband as of July 2025, at 94% of all premises
compared with 87% for England, 80% for Scotland and 79% for Wales.”®

2.35 In the WFTMR21, we found that the level of material and sustainable competition, both
actual and/or potential, varied in different parts of the UK. We therefore defined two
geographic markets for the provision of the wholesale services that support the delivery of
broadband (the wholesale local access market or WLA, as mentioned in Section 1 of this
Volume):

e WFTMR21 WLA Area 2, where we considered that there was, or there was likely to be
the potential for, material and sustainable competition to BT in the commercial
deployment of competing networks; and,

e WFTMR21 WLA Area 3, where we considered there was not, and there was unlikely to
be potential for, material and sustainable competition to BT in the commercial
deployment of competing networks.”’

2.36 As shown in Table 2.2, the availability of gigabit-capable broadband in WFTMR21 WLA
Areas 2 and 3 stood at 92% and 72% respectively as of July 2025 (based on additional
analysis of Connected Nations data conducted for the March 2026 Statement. See Annex 3).

Table 2.2: Gigabit-capable broadband and FTTP current coverage across the UK, July 20257%

WFTMR21 WLA WFTMR21 WLA
Area 2 Area 3
Gigabit-capable coverage 92% 72% 86%

FTTP coverage 80% 71% 77%

Source: Ofcom analysis of Connected Nations coverage data (correct as of July 2025, collected in August 2025)
and planned network deployment data (correct as of January 2025, collected in May 2025), and additional
planned network deployment data provided for TAR2026 (collected in July-September 2025).Base: 32.2m
premises.

Note: The number of premises in the CN premise base has increased since 2021. Therefore, when we look at
WFTMR21 WLA Area 2/3 we may not be making a like-for-like comparison to the results in 2021. For a given
geographic area, there may be more premises now than there were in 2021. This table excludes data for the
Hull Area. Connected Nations data includes the Hull Area. Due to this and rounding, data discrepancies may be
present, and figures may differ to later volumes.

7> Ofcom. 8 May 2025. Connected Nations - Planned Network Deployment

6 Ofcom. 19 November 2025. Connected Nations 2025 interactive data .

’7We did not define an Area 1 market. See Volume 2, Section 4.

78 Residential and commercial premises. Excludes the Hull Area. This compares with data published in the
Connected Nations Report that shows FTTP coverage of 78% of premises and gigabit-capable coverage of 87%,
based on residential premises and including the Hull Area.
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2.37 There are also variations in the breakdown of TAR26 WLA Area 2 and Area 3 across the
nations in Table 2.3 below. We define TAR26 WLA geographic areas in Volume 2, Section 4.

Table 2.3: Nations breakdown by TAR26 WLA Area 2 and Area 3

England B Scotland
Ireland

TAR26 WLA
Geographic Area2 Area3 Area2 Area3 Area2 Area3 Area2 Area3 Area2 Area3
Area

% of Postcode

81% 19% 82% 18% 96% 4% 72% 28% 67% 33%
Sectors

% of Premises 86% 14% 87% 13% 98% 2% 83% 17% 79% 21%

Note: Annex 3 explains the methodology for the geographic assessment of WLA network coverage. This table
excludes data for the Hull Area. Connected Nations data includes the Hull Area. There are 34 postcodes out of
9,705 UK postcode sectors that cross boundaries across the Nations so there is a small amount of double-
counting. This does not materially affect the percentages presented.

There is a wide range of network operators involved in the rollout of FTTP

2.38 The rollout of FTTP networks across the UK has been driven by both Openreach and altnets.

2.39 As discussed above, Openreach has already deployed FTTP to 21m premises.”® This includes
4.9m premises in WFTMR21 Area 3, which exceeds Openreach’s original commitment to
cover 3.2m premises by March 2026.%°

2.40 As we also mentioned above, VMO2 operates a mainly HFC network covering most urban
areas of the UK but is upgrading its HFC network to FTTP by 2028.8* Additionally, VMO2 is
also expanding its coverage as the anchor tenant for the FTTP network being built by
wholesale altnet nexfibre. We discuss this further in Volume 2, Section 4.

2.41 There are also a substantial number of altnets rolling out FTTP networks across the UK. We
discussed some examples of these above, but there are many more altnets who are
delivering connectivity across the country.®? Currently, altnets are available to 4 in 10
premises (c43%).% There are likely to be more than 100 altnets deploying fibre networks in
the UK. A relatively small number of these altnets account for the majority of altnet build to
date, with a long tail of smaller altnets.®* Altnets vary widely in size, geographic location,
and business model.

72 BT. 5 February 2026. Results for the nine months to 31 December 2025. Accessed 25 February 2025.

80 Openreach. 26 June 2020. Letter to Ofcom. Accessed 6 March 2026.

81 Virgin Media 02. 29 July 2021. Virgin Media 02 bolsters future network with fibre upgrade plan. Accessed 15
January 2025.

82 See for instance the list of fixed providers submitting data for our 2025 Connected Nations Report. Ofcom.
19 November 2025. Connected Nations 2025: Methodology Annex. Page 15.

83 Thinkbroadband. September 2025. The State of Broadband. Accessed 19 January 2026.

84 Based on the number of PIA users. PIA users include all users, not all may provide all services.
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Figure 2.3: lllustration of approximate FTTP coverage of Openreach and some larger altnets®
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Premises 4.7m Nexfibre

Premises 2.4m
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Hyperopt
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Openreach (FTTP)

Premises 21.4m

Source: Ofcom. 2026. See also thinkbroadband: The State of Broadband.%°

2.42 Despite this fragmentation, overall altnet deployment has increased the availability of an
alternative network to Openreach. Table 2.4 below shows that in July 2025, across the UK,
74% (23.8m) of premises had access to gigabit-capable broadband from at least one other
network in addition to coverage from Openreach.?’ This includes premises in Area 3 (as
defined in 2021), where 49% are covered by at least one competitor to Openreach.

Table 2.4: Percentage of premises covered by Openreach and with current or planned gigabit-
capable coverage from at least X other networks®®

Coverage from Openreach
and at least one other 74% 83%
operator

Coverage from Openreach
and at least two other 28% 44%
operators

85 Based on operators’ reports; reporting dates and premises bases vary. For the purposes of illustrating
varying sizes of footprint. Approximate information based on operators’ reports. The dates of operators’
reports range from 2024-2025. Premises base may also vary, some operators report premises passed or
premises ready for service. BT Group. 5 February 2026. Trading update for the quarter and nine months to 31
December 2025. Accessed 13 February 2026. CityFibre reports 4.7m premises passed and 4.5m premises ready
for service. CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 13 February
2026. Netomnia, 28 January 2026. Netomnia, YouFibre, Brsk Annual Results 2025. Accessed 13 February 2026.
nexfibre. Q3 2025 coverage update. Accessed 13 February 2026. Community Fibre. Community Fibre
announces continued customer growth. 9 September 2025. Accessed 13 February 2026. Hyperoptic. 29
September 2025. Hyperoptic continues to demonstrate strong growth and network expansion in 2024.
Accessed 13 February 2026.

86 Thinkbroadband. September 2025. The State of Broadband report. Accessed 10 March 2026.

87 For Openreach coverage by any technology is taken into account, whereas for other networks only gigabit-
capable coverage is included.

88 Residential and commercial premises. Excludes the Hull Area. Includes additional planned deployment data
provided for the TAR26. This compares with data published in the Connected Nations Report that shows
overlap coverage of 75% and 29% respectively, based on residential premises and including the Hull Area.
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Source: Ofcom analysis of Connected Nations coverage data (correct as of July 2025, collected in August 2025)
and planned network deployment data (correct as of January 2025, collected in May 2025), and additional
planned network deployment data provided for TAR2026 (collected in July-September 2025). Base: 32.2m
premises.

Note: Some stakeholders were unable to provide coverage plans at UPRN level, therefore plans for these
stakeholders have not been included in modelling to produce results.

Altnet consolidation

2.43 Despite uncertainty of the exact timing and form of consolidation, evidence suggests that
over this review period we can expect some consolidation between altnets. Recent
examples of altnet consolidation include Full Fibre and Zzoomm with a combined footprint
of 600,000 premises, and Truespeed and County Broadband with a combined footprint of
177,000 premises.®

2.44 As mentioned above, in February 2026, the owners of the VMO2 network (Liberty Global
and Telefonica), and InfraVia, agreed to acquire Substantial Group (including the Netomnia
network footprint and retail brands YouFibre and Brsk) through their existing joint venture,
nexfibre. The deal is subject to regulatory approval.®

2.45 We discuss consolidation further in Volume 2, Section 4.
Some network build is publicly subsidised

2.46 As discussed in Volume 1, Section 1, public sector investment is also playing an important
role in delivering connectivity across the UK to homes and businesses not included in
operators’ commercial roll-out plans. This includes the Government’s Project Gigabit
scheme, which is delivered by Building Digital UK (BDUK) working with industry partners
and local bodies,** ° as well as separate schemes from the Scottish Government, the
Northern Ireland Executive and the Welsh Government.

2.47 As of September 2025, a total of about 1.3m premises have received gigabit-capable
coverage by BDUK’s gigabit programmes since their inception.® In Scotland, the Reaching
100% (R100) programme seeks to ensure every home and business in Scotland can access
superfast broadband. As of November 2025, the R100 programme has delivered over
94,000 connections, including nearly 5,000 through the Scottish Broadband Voucher
Scheme.®® The Northern Ireland Executive’s broadband scheme, Project Stratum, reached
over 81,000 predominantly rural premises as of the project’s completion in June 2025.%
The Welsh Government’s Superfast Cymru project was completed in 2023, having
connected 44,000 homes and businesses.*®

8 Full Fibre. 27 January 2025. FullFibre and Zzoomm merge to form one of UK’s largest Altnets; ISP Review. 18
July 2025. Rural UK Full Fibre Networks County Broadband and Truespeed to Merge. All Accessed 27
November 2025.

% Virgin Media 02. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2
billion through their existing joint venture, nexfibre. Accessed 26 February 2026.

91 UK Government. About us — Building Digital UK. Accessed 6 March 2026.

92 UK Government. Project Gigabit. Accessed 6 March 2026.

9 UK Government. 13 November 2025. BDUK delivery performance, quarterly: April 2025 to Sept 2025.

9 Scottish Government. About Reaching 100% Accessed 6 March 2026

% Department for the Economy. Project Stratum. Accessed 11 December 2025.

% Welsh Government. 6 December 2023. Tens of thousands of homes and businesses can access gigabit
capable speeds as rollout of full fibre broadband smashes targets. Accessed 6 March 2026.
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Retail and wholesale broadband take-up
Take-up of gigabit-capable broadband and FTTP is also increasing

2.48 As a result of greater coverage and an increase in network operators offering gigabit-
capable broadband, take-up of these services has increased across the UK. Gigabit-capable
broadband take-up across the UK (as a percentage of premises where a gigabit-capable
network is available) is 56% across all premises. This is an increase of seven percentage
points from 2024 (49%).°’

2.49 Likewise, take-up of FTTP has increased from 35% in 2024 (of all premises where FTTP is
available) or 7.5m premises, to 42% or 10.6m premises in 2025 (Figure 2.4).

Figure 2.4: FTTP take-up, 2019-2025
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Source: Ofcom. 19 November 2025. Connected Nations.

2.50 While FTTP take-up has increased across the UK, take-up as a proportion of premises with
coverage available is higher in WFTMR21 WLA Area 3 than in WFTMR21 WLA Area 2 (Figure
2.5). In WFTMR21 WLA Area 2, take-up was 6.9m premises in 2025, which represented 37%
of premises with FTTP available. For WFTMR21 WLA Area 3, the equivalent figures were
3.5m premises, or 52% as a proportion of premises with FTTP available. This may be
because, compared to WFTMR21 WLA Area 2, a higher proportion of consumers in
WFTMR21 WLA Area 3 could not access speeds that met their needs before full-fibre
rollout.

97 Ofcom. 19 November 2025. Connected Nations 2025.
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Figure 2.5: FTTP coverage and estimated take-up by WFTMR21 WLA Area 2 and WFTMR21 WLA
Area 3, July 2025
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Source: Ofcom analysis of Connected Nations data (collected July 2025).

Note: Only FTTP coverage and active connections in the postcode sectors in the WFTMR21 classifications were
included. A small number of active connections could not be allocated to any postcode sector. These figures
exclude the Hull Area, whereas the Connected Nations data includes the Hull Area.

Take-up of FTTP differs by providers and networks

2.51 Currently take-up of Openreach FTTP services is over 38%, with 8.2m live connections as of
February 2026.% By comparison, an INCA and Point Topic report found that altnets had an
average take-up rate of approximately 18%, with 3.5m live connections at the end of
2024.% This is an increase from 2024 where take-up of altnets was ¢.16.5%, with 2.7m live
connections. Further data published by Point Topic (and altnets themselves) shows that
take-up varies depending on the altnet.'% 101 102 Fgr example, CityFibre recently reported

% BT Group. 5 February 2026. Trading update for the quarter and nine months to 31 December 2025. Accessed
13 February 2026.

% Assembly x Point Topic for INCA. 11 March 2026. State of the Altnets: INCA Annual Report 2026. Accessed
11 March 2026.

100 A Point Topic report found that take-up from a selected group of altnets was on average 17% (as of
September 2024), but there was substantial variation, with Hyperoptic, Fibrus Community Fibre and Gigaclear
achieving take-up rates in the range of 20-30%. Point Topic. 13 December 2024. Q3 2024 UK ISP and network
supplier metrics — a market overview. Accessed 6 March 2026.

101 Hyperoptic reported take-up at 29% of fully serviced homes in June 2024. Hyperoptic. 2024. Mid-Year
Update Report for the Six Months to 30 June 2024. Accessed 6 March 2026.

192 point Topic, INCA. April 2025. UK Altnets: Delivering Affordable, High-Speed Connectivity with Unmatched
Customer Satisfaction. Accessed 6 March 2026.
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that its take-up has exceeded 20%,'® and Community Fibre was reported to have a take-up
rate of 32%.%04 1%

2.52 There are many potential reasons for the differences in take-up rates, including market
presence, ability to secure wholesale agreements with ISPs, and the ability to build a brand
to attract retail customers.

There has been an increase in take-up at higher speeds

2.53 Ofcom analysis found that take-up of faster broadband services has increased since the
WFTMR21, with over half (56%) of all premises that have access to a gigabit-capable
network having adopted that service.'®

2.54 Our analysis of provider forecast data to 2031 indicates that providers expect a decline in
the number of connections with speeds below 80 Mbit/s (below 30 Mbit/s connections
declining from a low base and 30-80 Mbit/s connections declining from a higher base). The
number of connections at speeds greater than 300 Mbit/s is expected to rise substantially
over the period to 2031.%’

2.55 Providers use various strategies to incentivise take-up of FTTP Network operators have
made significant investments in rolling out FTTP networks, and so need to drive take-up of
those services to generate revenue and therefore returns. For altnets, this means
encouraging consumers to switch from another network onto their FTTP networks.'% For

109

retail ISPs that offer services over legacy copper-based networks,*” it also means

encouraging consumers to migrate from legacy copper-based networks to FTTP.

2.56 This is because many of the retail ISPs on Openreach’s network have a large number of
existing consumers on the current copper-based infrastructure delivering ADSL and FTTC-
based broadband services. Those providers will ultimately need to migrate their base from
copper-based services to Openreach’s FTTP network or to rival networks. Eventually
Openreach’s copper-based network can be decommissioned to avoid the costly running of

103 CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 10 March 2026.

194 Thinkbroadband. 29 January 2026. One in ten Londoners now use Community Fibre. Accessed 10 March
2026.

195 Assembly x Point Topic for INCA. 11 March 2026. State of the Altnets: INCA Annual Report 2026. Accessed
11 March 2026.

106 Ofcom. 19 November 2025. Connected Nations Report. Page 12.

107 Ofcom forecasts based on information provided by relevant parties: [¥<] response dated [3<] to s135
notice dated [3<], question [$<]; [2<] response dated [$<19 August 2024] to s135 notice dated [3<], question
[3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response dated [3<] to s135
notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<]
response dated [3<] to s135 notice dated [3<], question [<]; [<] response dated [3<] to s135 notice dated
[3<], question [3<]; [<] response dated [3<] to s135 notice dated [3<], question [3<]; [$<] response dated
[3<] to s135 notice dated [3<], question [3<].

108 Either directly or, if they only offer wholesale services, also indirectly through ISPs.

109 A service where the physical connection between the local access aggregation node and the network
termination equipment (NTE) comprises copper wires either in whole or in part. Openreach products used to
deliver these or related services include, but are not limited to WLR, ISDN, LLU, SLU, MPF/SMPF, FTTC, G.fast,
SOTAP, SOGEA, and SOG.fast. See Annex 19, Glossary.
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two parallel networks.° We discuss our regulatory support for copper retirement in
Volume 3, Section 2.'**

2.57 To incentivise take-up of FTTP by their consumers, on the retail side, ISPs have used a
number of strategies. For instance, they may price FTTP services attractively compared to
other broadband services, introduce specific promotional offers for new consumers with
discounted rates, or bundle services with additional services such as Pay TV or digital
landline.

2.58 In some other cases, retail ISPs may also proactively offer existing consumers the
opportunity to migrate onto a new FTTP service.'*? For example, we have seen evidence of
providers trialling approaches to engage with consumers about migrating to FTTP
(TalkTalk).*** We have also seen evidence of providers incentivising migration by offering
FTTP for the same price as consumers’ lower-bandwidth FTTC service (Sky).'** We discuss
the prices of broadband services in more detail below.

2.59 On the wholesale side, Openreach introduced offers for its wholesale FTTP services,
‘Equinox’, which was followed by a second offer, ‘Equinox 2’. Those offers introduce lower
prices to retail ISPs using the Openreach platform — such as BT, Sky, TalkTalk and Vodafone
— if they agree to use mainly Openreach’s FTTP products for new orders (where Openreach
FTTP is available) instead of Openreach copper-based broadband services products.*'”
Since the Equinox offer, Openreach has introduced four new offers to incentivise migration
to FTTP (see Volume 1, Section 2). For example, in September 2025 Openreach published
revisions to its Proactive Upgrades offer, which incentivises migrations to higher speeds
initiated by the ISPs.1®

2.60 Altnets that provide wholesale services can also compete with Openreach with pricing
strategies. For example, [<] noted that [3<].1Y Similarly, [3<] noted that [3<].®

Retail broadband pricing

2.61 The prices of residential FTTP services have reduced considerably since 2021, for example
current prices for FTTP services with advertised speeds up to 150 Mbit/s are as low as £24
per month.'*® As shown in Figure 2.6 and Figure 2.7 average standalone fixed broadband
FTTP prices are similar to the price of FTTC, despite the fact that headline speeds can be

110 Openreach. Openreach puts the stopper on copper. Accessed 17 February 2025.

11n parallel to the upgrading of the broadband infrastructure, the technology used to deliver landline calls
needs to be replaced. Providers of traditional landlines, like BT and VMOZ2, are therefore also in the process of
migrating consumers from the traditional Public Switched Telephony Networks (PSTN) to digital landlines
provided over broadband. Ofcom. 7 February 2024. Moving landline phones to digital technology: what you
need to know. Accessed 5 March 2025.

112 [3<] response dated [3<] to s135 notice dated [$<], question [$<]; [3<] response dated [3<] to s135 notice
dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [<].

113 TalkTalk Telecom Limited response dated 19 August 2024 to s135 notice dated 8 July 2024, question C1.

114 Sky UK Limited response dated 23 August 2024 to s135 notice dated 8 July 2024, question D2.

115 O0fcom. 2023. Ofcom's decision on Openreach’s ‘Equinox 2’ pricing offer.

116 ISP Review. 12 September 2025.0penreach to Cut Price of FTTP Broadband Rental on UK Proactive
Upgrades to Cut Price of FTTP Broadband Rental on UK Proactive Upgrades. Accessed 27 November 2025.
17[3<] response dated [5<] to s135 notice dated [3<], question [3<].

118 [3<] response dated [3<] to s135 notice dated [<], question [<].

119 TalkTalk offers 150 Mbit/s FTTP services for £24 per month over an 18-month contact. TalkTalk. TalkTalk
select product. Accessed 19 January 2026.
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higher on FTTP. Furthermore, the majority of residential consumers take broadband as part
of a bundle of services, and the average list prices of FTTC broadband bought on a
standalone basis, or in a dual-play bundle with a landline, are close to the promoted prices

of similar services with full-fibre broadband.

Figure 2.6: Prices for standalone residential broadband services delivered on FTTC and FTTP

networks since WFTMR21 (average monthly real-terms prices)
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Source: Ofcom / Pure Pricing's Monthly Broadband Pricing Tracker reports.

Notes: Values are the mean average prices of tariffs included in the dataset and are unweighted; Virgin Media
offers services over both cable and FTTP and its tariffs are included in the FTTP category; Sky does not specify a
technology for some of its services and will provide connectivity using either FTTC or FTTP, according to
availability (at the same price); in this analysis, Sky services that can be provided over FTTC (including G.fast)
and FTTP are included in both technologies; based on the price a new customer pays when they sign up and
excludes the impact of any annual price rises; excludes services with a one-month minimum contractual period;
the promoted prices shown are the average monthly cost across the minimum contractual period (MCP),
including promotions and any connection/set-up fees, whereas the list price does not include connection/set-up

fees. In instances where the value of any promotional discount is lower than the connection fee, the promoted
price is higher than the list price; adjusted for CPI (September 2025 prices).

Figure 2.7: Prices for residential dual-play fixed broadband and fixed voice bundles delivered on
FTTC and FTTP networks since WFTMR21 (average monthly real-terms prices)
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Source: Ofcom / Pure Pricing's Monthly Broadband Pricing Tracker reports.

Notes: Values are the mean average prices of tariffs included in the dataset and are unweighted; Virgin Media
offers services over both cable and FTTP and its tariffs are included in the FTTP category; Sky does not specify a
technology for some of its services and will provide connectivity using either FTTC or FTTP, according to
availability (at the same price); in this analysis, Sky services that can be provided over FTTC (including G.fast)
and FTTP are included in both technologies; based on the price a new customer pays when they sign up and
excludes the impact of any annual price rises; excludes services with a one-month minimum contractual period;
adjusted for CPI (September 2025 prices).

2.62 For broadband products targeted at businesses, which may offer additional features
compared with residential broadband products as discussed above, prices range from £27
to £70 depending on the nature of the bundle.'®

Broadband consumers attitudes and usage
Consumers consider several factors when choosing broadband

2.63 Reliability, price, and speed appear to be the most important factors in consumers’ choice
of broadband packages, according to surveys undertaken both on behalf of different ISPs**!

and for Ofcom.*??

2.64 To ensure good value for money, some consumers recontract with existing providers under
new packages or renew their existing contract if they are happy overall with the service.
These consumers often look for rewards for their loyalty (i.e. additional package features at
no additional cost).*?* Consumers who continue to buy their broadband service from the
same provider but without renewing or switching to a new contract are referred to as being
‘out of contract’.

2.65 In other cases, consumers will switch providers if they are looking to improve one or more
aspects of their service, including to avoid price rises or to get faster speeds.'?*

There has generally been an increase in data usage in recent years

2.66 Since the WFTMR21, there has been an increase in data usage across the UK. Average
monthly data usage has increased from 453 GB per connection (across all broadband
technologies) in 2021, to 583 GB per connection in 2025.%°

120 For example, see business broadband packages from: Sky. Superfast 76/19Mbps Unlimited Business
Broadband Provider | Sky Business; BT. Our Best Business Broadband & Phone Deals 2024 | BT Business;
VMO2. Supercharge your Business with Volt | Virgin Media 02; and, TalkTalk. Full Fibre Broadband for
Business | FTTP Deals. All Accessed 04 November 2025.

121 For instance, evidence from [3<] indicates that reliable connections are most valued amongst its customers,
with its consumer research concluding that speed and WiFi guarantee add more value to broadband packages
than other features including 4G back-up, [3<] response dated [3<] to s135 notice dated [3<], question [3<].
Similarly, [3<] consumer research concluded that reliability was a core customer concern, [<] response dated
[3<] to s135 notice dated [3<], question [3<].

122 Ofcom. 8 March 2024. Broadband terminology research.

123 For example, see: [3<] response dated [<] to s135 notice dated [5<], question [3<]; [3<] response dated
[3<] to s135 notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question
[3<]; [3<] response dated [$<] to s135 notice dated [3<], question [<].

124 For example, [3<] found in 2023 that the key reasons for choosing a broadband provider were better
customer service, followed by price and connections speeds. [3<] response dated [<] to s135 notice dated
[¥<], questions [3<].

125 Ofcom. 19 December 2023. Connected Nations 2023. Page 17; Ofcom. 19 November 2025. Connected
Nations. Page 14-15.
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2.67 Consumers with FTTP broadband connections also appear to have higher data usage than
consumers with other types of broadband. Data collected for the 2025 Connected Nations
report shows an average monthly data usage of 738 GB for FTTP only connections. These
higher usage figures for FTTP may reflect consumers with higher data needs choosing full-
fibre broadband, as well as some consumers making more use of data intensive applications
once they have migrated to higher speed technologies.*?

2.68 Consumers go online for a wide range of activities, such as emailing, online shopping,
making and receiving video calls, or streaming content.*?’ Larger households or family
households have greater demand for higher speeds, as multiple occupants are online
simultaneously, so tend to value higher speed packages.'*® Many people regularly work
from home, which places an additional importance on the speed, quality, and reliability of
their broadband (see Annex 4).%

Satisfaction with broadband is generally high

2.69 Data from Ofcom’s Comparing Customer Service report shows that the vast majority of
consumers are satisfied with their broadband service. Table 2.5 shows that, in 2024, 84% of
residential broadband consumers were satisfied with their service overall, and levels of
satisfaction were largely in line with this across all providers in this sector, with the
exception of Plusnet (whose consumers satisfaction level was the highest).*°

2.70 On average, eighty-three per cent of residential broadband consumers were satisfied with
the speed of their service.

Table 2.5: Satisfaction with broadband services among residential consumers, 2024

Satisfaction
with overall 85% 87% 91% 84% 77% 83% 86% 84%
service

Satisfaction
with speed 85% 86% 84% 82% 75% 82% 87% 83%
of service

Source: Ofcom. 22 May 2025. Comparing customer service: mobile, home broadband and landline. Page 15.
Notes: the ‘satisfaction with speed of service’ metric reflects customers’ perceptions of the speed of their
broadband service and does not necessarily reflect actual broadband speeds. The average score reflects the
average of the providers highlighted in the table.

126 Ofcom. 5 December 2024. Connected Nations 2024. Page 13; Ofcom. 19 November 2025. Connected
Nations. Page 14-15.

127 Ofcom. 10 December 2025. Online Nations 2025 — interactive report.

128 [3<] response dated [$<] to s135 notice dated [3<], question [¥<]; [3<] response dated [5<] to 5135 notice
dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [3<]; [3<] response
dated [3<] to s135 notice dated [3<], question [$<]

129 For example, [3<] research found that majority of workers regularly work from home, which places
significant importance on the quality and reliability of their broadband connections. [$<] response dated [<]
to s135 notice dated [3<], question [<]

130 Ofcom. 22 May 2025. Comparing customer service: mobile, home broadband and landline. Page 15
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Alternative technologies delivering broadband services

2.71 This section has so far focused on fixed line broadband connections. However, broadband
services can also be provided to fixed locations using wireless services. We summarise the
three main ways to do this, and discuss each in greater detail in Section 4 of this volume.

Mobile broadband

2.72 Consumers can also use mobile networks to meet their broadband service needs.*3!

2.73 Currently 4G remains the backbone for mobile broadband, with UK 4G geographic coverage
from at least one operator at 96% as of July 2025. The 4G network carries 72% of monthly
mobile data traffic. While 5G has the capacity to offer higher speeds than 4G, coverage is
still evolving and varies by mobile network operator (MNO) (see Annex 2).

2.74 As of July 2025, 5G geographic coverage from at least one operator stood at 54-65% (across
a range covering Very High and High Confidence levels).**?> While this still lags 4G coverage,
there has been steady growth. For example, in September 2023, 5G geographic coverage
from at least one operator was at 41%-55% (across a range covering Very High and High
Confidence levels).!33 134

Fixed wireless access

2.75 In a fixed wireless access (FWA) network, wireless links are used to provide broadband
connectivity to a fixed location, such as a residential premises. There are two ways in which
FWA can be delivered:

e FWA from MNOs; and
e FWA from wireless internet service providers (WISPs).**°

2.76 FWA from MNQO:s is offered on licensed 4G and 5G networks, usually to an indoor customer
premises equipment or router. The performance of the broadband connection is dependent
on the quality of the mobile signal that is received indoors. Some MNOs provide external
antennas in areas where premises suffer from poor signal quality indoors, to improve the
quality of the broadband service.’*® These services share network capacity with mobile
users, so the network must be carefully managed to balance the demands of both. In areas
of high mobile demand, reliable FWA service may not be possible.

2.77 MNOs such as EE, VodafoneThree, and VMO2 provide home broadband via their 4G and 5G
mobile networks. These services, tailored for home use, offer average download speeds of
around 30 Mbit/s on 4G and 200 Mbit/s on 5G, though 5G coverage is lower than 4G. Some

131 They can do so by connecting to a 4G or 5G mobile network when they are at home using their mobile
phone, a dongle or similar equipment.

132 \When reporting on mobile availability predictions, we refer to confidence ranges reflecting the likelihood of
on the ground coverage for consumers as high confidence and very high confidence associated with signal
strength. For additional detail, please see the methodology annex of the 2025 Connected Nations report.

133 Ofcom. 19 November 2025. Connected Nations Interactive Report

134 \We note that mobile coverage in the future may be affected by the Vodafone / Three UK merger. The
merger was approved by the CMA on 4 December 2024, and subject to legally binding commitments which
include the delivery of a network investment plan to improve network quality across the combined networks.
CMA. 4 December 2024. Vodafone / CK Hutchison JV merger inquiry. Accessed 10 March 2025.

135 See Annex 2 for further detail on FWA from MNOs and WISPs.

136 Ofcom. 19 November 2025. Connected Nations 2025. Page 16.
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2.78

2.79

FWA packages continue to have data caps, the possibility of upfront fees, and prices
comparable to fixed broadband with speeds over 300 Mbit/s.**’

FWA services from WISPs rely on proprietary solutions that need Line of Sight (LoS) or near-
LoS wireless connectivity between the provider’s access point (also known as a base station
or mast site) and the outdoor antenna on the customer’s premises. The outdoor antenna is
linked to indoor customer premises equipment via a wired connection. These connections
are especially beneficial in remote, hard-to-reach areas with poor network coverage.

WISPs have traditionally relied on ‘licence exempt’ and ‘light licensed’ spectrum. However,
we continue to see the use of shared access spectrum with 5G technology for residential
broadband, allowing them to offer superfast speeds more broadly. Performance can be
affected by LoS issues, which are more pronounced at higher frequencies. WISPs choose
frequencies based on capacity, performance needs, as well as technology and equipment
available in a given band.

Satellite broadband

2.80

2.81

2.82

2.83

Satellite services have traditionally used geostationary orbit (GSO) satellites, which are
positioned a significant distance from the Earth, resulting in lower speeds and higher
latency. Non-geostationary orbit (NGSO) satellites, including medium Earth orbit (MEO) and
low Earth orbit (LEO) satellites, are now available and offer better service quality, with

currently nine licensed NGSOs in the UK. **% 1

Since the WFTMR21, coverage and take-up of satellite services have increased. For
example, nationwide NGSO satellite broadband coverage is now offered direct-to-
consumers by Starlink, with over 110,000 broadband customers in 2025 (up from 87,000 in
2024).1° We discuss coverage and take-up of these services further in Volume 2, Section 4.

Services provided on GSO satellites have typically provided commercial broadband with
download speeds of up to 75 Mbit/s. The cost of subscription packages ranges from £20 to
upwards of £80. For example, Freedomsat offer services with up to 75Mbit/s download
speed for £39. Cheaper deals can be very restrictive in terms of data allowance, with some
only offering a few gigabytes per month. 4! 142

NGSO satellites, on the other hand, are positioned much closer to the Earth, covering
smaller areas than the GSO satellites and allowing for faster response times and higher
speeds. Starlink offers one such NGSO satellite broadband service in the UK, with
Connected Nations 2025 reporting download speeds of around 210 Mbit/s and upload
speeds of 20 Mbit/s. Amazon Leo (formerly Project Kuiper) also has plans to offer similar
services in 2026.* BT and Starlink also recently announced a partnership bringing Starlink’s
high-speed low latency satellite connectivity to BT and EE consumer broadband customers.

137 For examples of FWA packages from MNOs see: Vodafone. 5G and 4G broadband with GigaCube; Three. 4G
& 5G Home Broadband Deals; and, EE. Pay Monthly Mobile Broadband. All Accessed 5 November 2025.

138 GSO and NGSO satellite services are detailed in Annex 2.

139 Ofcom. 19 December 2025. Non-geostationary satellite earth station licences.

140 Ofcom. 19 November 2025. Connected Nations 2025.

141 For example, Freedomsat offer home satellite packages costing between £19 to £90. Freedomsat. Home
Broadband Internet Without a Phone Line — Freedomsat Broadband Solutions. Accessed 20 January 2026

142 Compare the market.com. 24 April 2024. What is satellite broadband? Accessed 6 February 2025. ISP
Review. Satellite Broadband UK ISP List. Accessed 24 February 2026
143 Ofcom. 19 November 2025. Connected Nations 2025. Page 18.
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2.84

2.85

The collaboration will see BT Group offer ultrafast, low-latency satellite connectivity to
customers in rural and remote areas.'**

Prices tend to be above the average price of FTTC or FTTP broadband, for instance, a
residential package at the fastest speeds available, for a fixed location is priced at
£75/month and a range of ‘Priority’ services, which are more suitable for businesses, at
£39-£324/month. As of January 2026, Starlink also offer a lower priced residential package
at £35 for download speeds of 100 Mbit/s.*

Relative to other premises in the UK, premises using a satellite broadband connection are
more likely to be in a rural area, and less likely to have access to either a decent fixed
broadband line or FWA broadband service.**

Leased lines

2.86
2.87

2.88

2.89

2.90

291

In this section we give some additional context on the leased line market.

Leased lines provide business users with high quality business connectivity services
between two fixed locations, such as an end-user site to a telecoms provider’s network, as a
connection between provider sites, or in a few cases, as a direct point-to-point connection
between end-user sites.

These services tend to be symmetric (the upload and download speeds are the same),
uncontended (either the capacity is not shared with other users, or is reserved) to provide a
guaranteed speed, and have additional quality of service features, such as high availability,
continuous monitoring and support, with fast repair and installation times.

A leased line is typically — but not exclusively — delivered over a dedicated physical
connection (providing greater security) and may also provide diverse physical routes, for
better resilience by eliminating a single point of failure. As a result of these features, leased
lines can be significantly more expensive per end-user than broadband services which are
provided over infrastructure shared with many end-users.

Leased lines can be used for:

e Dbusiness fixed access network connectivity to virtual private networks (VPNs), the
Internet and cloud computing services or connectivity between business sites.

e mobile fixed access network connectivity (often referred to as ‘mobile backhaul’) which
provides connectivity from mobile base stations to the MNQ’s core network.

e broadband network connectivity (often referred to as ‘fixed backhaul’) which provides
connectivity from fixed broadband operators’ equipment located either in BT exchanges
or in operators’ own operational buildings back to the operators’ backhaul and core
networks.

In this section, we provide some background information on the following:

e the structure of the leased line market

144 BT. 6 November 2025. BT Group and Starlink pave the way for high-speed home broadband in the UK’s
hardest to reach places. Accessed 14 January 2026.

145 starlink. Starlink for homes. Accessed 19 January 2025; Starlink. Starlink for fixed sites. Accessed 19 January
2025; ISP Review. 15 January 2026. Starlink UK Introduce Cheap £35 100Mbps LEO Satellite Broadband Plan
146 Ofcom. 19 November 2025. Connected Nations 2025. Page 18.
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e service take-up and usage of leased lines

Structure of the leased line market
Leased line suppliers

2.92

2.93

Business connectivity is sold to a wide range of customers — including telecoms providers
and retail ISPs. These customers have a number of different supplier options when choosing
to buy leased line services, depending on their own preferences and the availability of
different services. Some customers choose to purchase different components of a
connectivity service separately, for example from different suppliers, whereas others may
prefer to purchase all aspects of a connectivity service from one supplier.

An illustration of the business connectivity supply chain is shown in Figure 2.8 and we
provide an explanation of the different types of suppliers in the supply chain below.

Figure 2.8: High level view of the business connectivity supply chain
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Source: Ofcom. 2026. Analysis based on various industry sources

Companies included in the diagram are provided as examples only and are not intended to provide an
exhaustive picture of the leased line telecoms market. Since the March 2025 Consultation was published, Daisy
Communications merged its B2B operations with VMO2’s business division, resulting in the creation of a new
firm called 02 Daisy. Vodafone and Three also merged in 2025 resulting in the creation of the combined
business, VodafoneThree.

2.94

2.95

Network operators use their own networks to provide end-to-end network connectivity
services to customers. Different network operators can have different types of services
(services used for access or backhaul), nationally or regionally. For example, Openreach and
VMO2 have large-scale networks, which include access, backhaul and core connections. As
in the broadband market, network operators build their networks using physical
infrastructure, such as ducts and poles. They may build this physical infrastructure
themselves or deploy network in physical infrastructure of third parties.

As with broadband, some network operators sell leased line services directly to end-users
or sell leased line services to other telecoms providers who then sell them to end-users.
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Network operators selling to other telecoms providers are wholesale operators, like
Openreach.

2.96 Again in the same way as for broadband services, some network operators, for instance
VMO?2, are also vertically integrated. This means they control all stages of business
connectivity service delivery, from owning or using physical infrastructure, to selling directly
to businesses. Providers selling leased lines directly to end-users are retail leased line
providers and can be vertically integrated, such as VMOZ2, or buy services from another
operator.

2.97 As only Openreach has near universal coverage, other network operators can choose to buy
leased line services from Openreach or other network operators and use them alongside
their own network (this choice is often referred to as ‘on-net’ versus ‘off-net’). This may be,
for example, if it is more cost effective to buy a third-party leased line service than extend
their own network by building (this choice is often referred to as ‘build versus buy’). We
discuss this in greater detail in Section 5 of this volume.

2.98 Providers who buy wholesale services from network operators can be:

e Network aggregators, who buy connectivity services from one or more network
operators and sell them to customers to provide a national service (which may be
particularly valued by customers with multiple sites). Network aggregators can be fixed
telecoms providers, such as Sky or TalkTalk. Customers, whether end-users themselves
or system integrators and value-added resellers, who purchase leased lines through a
network aggregator may therefore use services provided over multiple different
networks.

¢ Value-added resellers, who buy connectivity services from network operators and
package them with additional products and services, such as cloud services,
cybersecurity and VolP to deliver an end-to-end business connectivity solution.
Examples of these are Daisy Communications and Claranet.**

e Systems integrators, who provide an end-to-end managed service to end-users, where
the connectivity provided by leased lines is often integrated with solutions from third-
parties (e.g. cloud services, cybersecurity). In contrast to value-added resellers, their
offerings are usually ‘highly customised’ and managed on behalf of the customer.
Examples of systems integrators are Accenture and Deloitte.

2.99 Finally, some providers, for example BT or VodafoneThree, are present in all parts of the
value chain, from network operator to user of leased line services i.e. for mobile backhaul.

2.100 Leased line providers may specialise in leased lines only, or sell both leased lines and
broadband services:

e Specialised leased line providers or ‘leased lines only’ (LL-only) providers serve
businesses who specifically require the characteristics of leased lines, for instance in the
financial sector, utilities, or mobile backhaul. Many LL-only providers are established
providers, such as Colt and Zayo, but there have also been altnet new entrants focusing
on the leased line market, such as ITS and Vorboss. Networks built by LL-only providers

147 Since the March 2025 consultation was published, Daisy Communications merged its B2B operations with
VMO2’s business division, resulting in the creation of a new firm called 02 Daisy. Virgin Media 02. 12 May
2025. Virgin Media 02 and Daisy Group Announce New B2B Company to Create Communications and IT
Powerhouse for UK Businesses . Accessed 25 February 2025.
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tend to be only available in areas where there is a concentration of businesses which
are, or likely to become, leased line customers.

Some network operators may choose to build networks that cover both businesses and
residential customers. These types of networks tend to have a larger geographic
availability and provide a wider range of services, i.e. leased lines and broadband.
Examples include the two largest networks in the UK, BT and VMO?2. In addition, some
altnets are now also selling both broadband services and leased lines (either wholesale
or to end-users), such as CityFibre.

Leased line customers

2.101

Overall, leased line customers have a range of different needs, and suppliers offer a range
of different services in order to meet these, but the core features of leased lines valued by
businesses include the following:

Speed (bandwidth):**® For many leased line customers, speed that is guaranteed and
not subject to fluctuations is critical. Compared to residential consumers, businesses
may also require high upload speeds, therefore making symmetry of upload and
download speeds more important. Finally, some large businesses may also require
substantially higher speeds or capacity than what is available over broadband, e.g. 10
Gbit/s or more.

Continuity of service and reliability: As discussed above, many large businesses require
bandwidth which is guaranteed, ensuring that they have a continuous service and are
not subject to fluctuations. Further, businesses typically rely on connectivity to operate,
and so outages are significantly more costly to them, compared to residential
consumers. As such, they tend to have a stronger requirement for fast repair times and
continuous monitoring and support. For these reasons, we understand that an
established reputation with dedicated support services are important features of a
leased line provider for leased line customers. We discuss this in greater detail in
Section 5 of this volume. While leased line customers particularly value continuity and
reliability of service, the relative importance of price and reliability varies depending on
the specific requirements of businesses.**

Coverage: Some leased line customers with multiple sites may take network coverage
of operators into account, as higher coverage across the UK means that they can source
from fewer providers.

148 Bandwidth typically refers to the capacity of a transmission link i.e., it is the maximum amount of data that
can be transmitted over a transmission link in a given period of time; whereas speed refers to the rate at which
the data that can be transmitted between two points in a network. Speed may be less than the bandwidth of
the transmission link if the link is shared between multiple users. In the context of leased lines, we are often
using the term bandwidth since bandwidth is uncontended in leased lines and therefore the speeds delivered
over a leased line can be sufficiently close to the bandwidth of the leased line.

149 For instance, research by [3<] found that reliability and reputation were the highest ranked factors business
consumers considered when choosing a leased line provider (more so than price), and this was especially the
case for larger businesses. [3<]. Similarly, 2022 research by [<] found that among business buyers, reliability
was the most important reason for considering switching providers. Additionally, [2<] documents indicate that
different aspects of a service may be more valued by certain segments of business consumers. [3<] response
dated [3<] to s135 notice dated [3<], question [$<]. Finally, research by [3<] indicated that different features
of a service may be more important to consumers within a given industry compared to others. [3<] response
dated [3<] to s135 notice dated [3<], question [3<].
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e Security and resilience: Some very large organisations, such as MNOs and large
corporates, may particularly value aspects such as security and high levels of resilience.

2.102 Historically, larger organisations such as large enterprises, public sector organisations and
mobile network operators (MNOs) were more likely to buy leased lines than smaller
businesses. ! Since the WFTMR21, we have also seen the growth of ‘leased line
equivalent’ services.'*? Leased line (and leased line-equivalent) customers span different
sectors, including finance, utilities, technology, retail, and telecoms. Some, for instance
mobile providers, have specific requirements for high bandwidth and high-quality services.
Leased line customers can be single or multi-sites, for instance a bank or a chain of retail
stores.

2.103  While there are many different technologies over which leased lines can be delivered, as
discussed below, we consider that potential leased line customers will care about the
capabilities and additional features of the services that they purchase like speed, continuity
of service and reliability, and security and resilience, rather than the specific technology
underpinning those services.

2.104 We expect that the main characteristics demanded by leased line customers are unlikely to
change during the review period, with the exception of a continuing trend towards higher
speeds.

Products offered

2.105 Leased lines generally use optical fibres to make the physical connection between two or
more fixed locations, as illustrated in Figure 2.9.

150 Ofcom. October 2022. SME consumer experience in the communications market — interactive report. In this
report, we found that overall 4% of SMEs were using dedicated internet access (leased line) products — this
broke down to 3% of micro businesses, 19% of small businesses, and 35% of medium-sized businesses.

151 1n response to the March 2025 Consultation, Vorboss commented that leased line providers serve
businesses of all sizes. Vorboss response to TAR26 March 2025 Consultation. We recognise that smaller
businesses may also choose leased line services due to direct internet access, particularly those in specialised
sectors.

152 Leased line equivalent services refer to a service with features such as uncontended capacity, symmetric
download and upload speeds, and quality of service parameters similar to point-to-point dedicated leased line
services (e.g. high availability, fast repair times and installation times, and continuous monitoring and support).
These services can be delivered over Ethernet over symmetric PON (e.g. over XGS-PON with 10 Gbit/s capacity
in both the downstream and upstream direction). See below for discussion around using Ethernet over
symmetric PON services.
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Figure 2.9: An illustration of the components used to provide an end-to-end leased line service
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2.106 Leased lines can be provided with active electronics, which may make use of several
different technologies, or without any powered equipment supplied by the network
provider; these are often referred to as dark fibre (DF) connections. We use the term leased
lines generically to refer to both active leased lines and dark fibre, and explain some of
those technologies below, as well as in Section 5 of this volume, and in Annex 2. >3

Ethernet

2.107 The widespread use of Ethernet services and the availability of Ethernet equipment means
that Ethernet is the preferred technology for the majority of installed leased line circuits in
the UK. Point-to-point leased lines are generally based on Ethernet standards and are
specified by bandwidth (e.g. 100 Mbit/s, 1 Gbit/s or 10 Gbit/s). ** Ethernet leased lines are
typically delivered over fibre and changing the bandwidth involves changing, or
reconfiguring, the electronics at both ends.

2.108 For example, Openreach provides leased line Ethernet services using its range of EAD
(Ethernet Access Direct) products with speeds of up to 10 Gbit/s. Openreach has launched a
pilot of a new variant of Ethernet, called EAD2.0, that it is planning to launch in December
2026.55° VMO2 also offers leased line Ethernet services, including national Ethernet
connectivity and Ethernet extensions, with speeds up to 10 Gbit/s.**®

153 We do not include legacy Traditional Interface (T1) services as although services are still available, they have
largely been replaced by more modern packet based technologies like Ethernet, with regulation being
removed as set out in in Ofcom’s 2019 Business Connectivity Market Review (BCMR), Volume 2. Ofcom. 2019.
Business Connectivity Market Review.

154 Ethernet as a technology is described by a set of standards (e.g. IEEE 802.3) maintained by the Institute of
Electrical and Electronics Engineers (IEEE). These standards establish the framework for Ethernet technology
covering aspects such as data formatting, the transmission medium used (copper, fibre, wireless), and the
supported bandwidth speeds (e.g. 100 Mbit/s, 1 Gbit/s, 10 Gbit/s). More information can be found at the IEEE
website - |[EEE SA - IEEE 802.3-2018. Accessed 10 December 2025.

155 Openreach response to TAR26 March 2025 Consultation. Document 3. Paragraph 416. Openreach response
dated 13 February 2026 to s135 notice dated 3 February 2026, question 9.

1% Virgin Media Business. Ethernet. Accessed 20 January 2026.
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2.109

There are several LL-only providers that offer Ethernet services. For example, Neos
Networks advertises an Ethernet product for businesses with speeds ranging from 10
Mbit/s to 100 Gbit/s.*” Colt also offers various Ethernet products for businesses, with
speeds ranging from 10 Mbit/s to 100 Gbit/s.*"®

Wavelength division multiplexing (WDM)

2.110

2.111

2.112

WDM is also a fibre-based technology with features suited for high-capacity routes (e.g.
between core nodes and to data centres) and for higher capacity backhaul connections.
WDM is a technology that uses different wavelengths (colours) of light to create separate
virtual circuits over the same fibre, or pairs of fibre. WDM circuits generally require
electronics and optical lasers built to a higher specification than lower speed circuits.

WDM is particularly attractive where demand is expected to grow over time, as extra
capacity can be provided quickly without the need to add more fibres. Once the first circuit
is installed, additional circuits can be added simply by adding or lighting an extra
wavelength. WDM also offers more flexibility for leased line customers by supporting data
transmission technologies other than Ethernet. Different transmission technologies can run
over different wavelengths on a single fibre. WDM supports network sharing by allowing
different wavelengths to be allocated to different end-users.

WDM systems can provide capacity from 10 Gbit/s to as much as 400 Gbit/s on each
wavelength. For example, Openreach offers a WDM product called OSA (optical spectrum
access) Filter Connect, which comes with a pre-provided 10 Gbit/s Ethernet service and the
option to grow capacity using additional wavelengths and using Ethernet or other
transmission technologies as described above. Again, there are several LL-only providers
offering WDM products. For instance, Neos offers a product called Optical Wavelengths
which enables connections of ranging from 10 Gbit/s to 400 Gbit/s.**

Ethernet over symmetric Passive Optical Network (PON)

2.113

2.114

In the WFTMR21, we found that Ethernet provided using Gigabit Passive Optical Network
(GPON) could not offer symmetric 1 Gbit/s services.

Developments in technology have meant that some types of access networks, notably XGS-
PON*, can now be configured to offer (typically 1 Gbit/s) symmetric bandwidth services
with uncontended capacity. Unlike traditional leased lines, this technology shares ring-
fenced capacity among multiple users, rather than providing a dedicated point-to-point
service.'®! We understand that some providers are already offering such products, and that
these include quality of service parameters similar to existing leased line services. This
includes ITS*? and CityFibre.'®3

157 Neos. Business Ethernet services. Accessed 20 January 2026.

158 Colt. Ethernet Services. Accessed 20 January 2026.

159 Neos. Optical Wavelengths. Accessed 20 January 2026.

160 XGS-PON stands for 10 Gigabit Symmetrical Passive Optical Network, where the letter ‘X’ represents the
number 10, and the letter ‘S’ stands for symmetrical.

161 See also Annex 2, Overview of telecoms networks.

162 |TS. Networks: Improving business connections. Accessed 6 March 2026.

163 CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, questions 1a, 1b, 1d, 1le.
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2.115 The development and rollout of further iterations of PON technology (e.g. 50G-PON)
appears likely to support even higher speeds in the future.®*

2.116  We discuss these developments further, including our decision to include LL-equivalent
services delivered over XGS-PON in our leased line product market definition, and
implications of this, in Section 5 of this volume. In the context of leased lines, we
collectively refer to XGS-PON and future PON technologies (which may offer speeds faster
than XGS-PON), as Ethernet over symmetric PON — this does not include GPON.

Dark fibre

2.117 Dark fibre providers install and sell fibre to connect between two sites, with the purchaser
of the dark fibre adding the active electronics to provide services such as Ethernet or WDM.
Dark fibre is, therefore, particularly suited to leased line customers who benefit from the
flexibility of selecting their own equipment (e.g. if they expect to need to upgrade their
bandwidth over time or require very high bandwidths) and can manage the provision and
operation of the electronics. Since the electronic equipment is provided by the customer,
rather than the fibre provider, it allows greater choice in how services are provided over the
fibre than being limited to just Ethernet or WDM services.

Quality of service parameters

2.118 As mentioned in relation to features valued by leased line customers, regardless of the
technology over which leased lines are provided, these products have quality of service
parameters which distinguish them from residentially-focused broadband services. This
includes, for example, better availability service level agreements (e.g. 99.99% or better),
faster repair times (e.g. measured in hours rather than days, in the range of 4-6 hours),

faster installation times, and continuous (24/7) monitoring and support.*®®

Prices

2.119 Leased lines are significantly more expensive per end-user than broadband services, even
broadband packages specifically targeted at businesses. This is for several reasons,
including that leased line products have uncontended capacity, better quality of service
parameters compared to broadband (e.g. faster repair times), are more likely to have
symmetric upload and download speeds, and because some products use dedicated
infrastructure.

2.120 For example, at the wholesale level, Openreach’s EAD1000 leased line product (upload and
download speeds of 1 Gbit/s) has an annual rental price of £2,358,°° compared to the
annual rental price of £1,200 for an FTTP broadband connection with download speeds of
1 Gbit/s (and upload speeds of 220 Mbit/s).**’

2.121  Similarly, at the retail level, VMO2’s business broadband products are several times cheaper
than leased line services which offer roughly equivalent download speeds. It advertises a
100 Mbit/s leased line product for £312 per month, with a 1 Gbit/s leased line product
available at £358 per month.®® Looking at business broadband products which offer similar

164 Ofcom. September 2023. Evolution of fixed access networks. Figure 5: PON standards evolution.

165 product characteristics taken from provider websites: BT Business, Choose your leased line plan; ITS,
Product portfolio; CityFibre, Fibre Leased Lines for your business; Vorboss, Business; Colt, Why choose Colt
Leased Line? and Colt IP Access Datasheet; All Accessed 11 December 2025.

166 Openreach, Price list, Ethernet Access Direct (EAD) including EAD Enable. Accessed 2 March 2026.

167 Openreach. Price list, Generic Ethernet Access (FTTP). Accessed 10 December 2025.

168 Viirgin Media Business. Dedicated Internet Access. Accessed 12 February 2026.
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download speeds, VMO2’s Voom 200 product (download speeds of 200 Mbit/s) is
advertised at £29 per month, while their Voom Gigl product (download speeds of 1 Gbit/s)
is advertised at £53 per month.*®

Service take-up and usage

2.122

Over the WFTMR21 review period, usage and take-up of leased lines has evolved with
changing end-user demand, including for different bandwidths, by different end-users (e.g.
MNOs) and across the geographic areas that were identified in the WFTMR21. We present
some of this indicative data below.

VVolumes by bandwidth'”®

2.123

2.124

2.125

2.126

Figure 2.10 below shows the breakdown of wholesale leased line connections by
bandwidth, and dark fibre connections, and how this has evolved over time. This was
compiled using data provided by a range of operators. There are some limitations with this
data, for example it [3<] and [3<]. However, we consider that this will not materially affect
the proportionate split of these connections as shown in this Figure, [3<].

Since the WFTMR21, we have seen a decline in the proportion of leased lines with
bandwidths of 100 Mbit/s or less, from 57% in September 2021 to 36% as of March 2025, a
decrease of 21 percentage points. The proportion of leased lines with bandwidths greater
than 100 Mbit/s up to and including 1 Gbit/s rose by 14 percentage points from 34% to
48%.

Demand for bandwidths of greater than 1 Gbit/s (‘very high bandwidth’ or ‘VHB’ services)
has also continued to increase. However, 84% of total leased line access circuits remain at
speeds of 1 Gbit/s or below.

Usage of dark fibre as a proportion of all leased lines has been relatively stable since
2021.'71

169 Monthly prices reflect advertised price after any promotional period. Virgin Media Business, Voom Fibre
business broadband and phone deals. Accessed 10 December 2025.

170 Data presented in this section excludes volumes in the CLA.
1 This includes [3<].
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Figure 2.10: Wholesale leased line connections by bandwidth and dark fibre, 2021 to 2025
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Source: Ofcom analysis of provider data submitted July 2024 — January 2026 72
Notes: Access connections only — does not include inter-exchange connections. On-net connections only. Dark
fibre can be configured to provide any speed. Wholesale volumes only, does not include retail volumes. [3<].
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2.127 We expect that these trends will continue in the 2026-31 review period. Specifically, we
expect that the share of leased lines at bandwidths of 100 Mbit/s or less will continue to
fall, and there will be an increase in the usage of leased lines at bandwidths greater than 1

172 [3<] response dated [5<] to 5135 notice dated [3<], question [3<]; [5<] response dated [$<] to s135 notice
dated [3<], question [2<] and its response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response
dated [3<] to s135 notice dated [3<], question [<] and its response dated [$<] to s135 notice dated [3<],
question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question[3<]; [$<] response dated [3<] to
s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 notice dated [<], question [3<]; [$<]
response dated [3<] to our clarificatory question dated [3<] concerning the s135 notice dated [3<], question
[3<]; [2<] response dated [3<] to s135 notice dated [$<], question [$<] and its response dated [3<] to s135
notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<]
response dated [3<] to s135 notice dated [3<], question [3<] and its response dated [3<] to s135 notice dated
[3<], question [3<]; [¥<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response dated
[<] to s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 notice dated [<], question
[3<]; [3<] response dated [$<] to s135 notice dated [3<], question [3<] and its response dated [3<] to s135
notice dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [<]; [3<]
response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response dated [3<] to our clarificatory
question dated [<] concerning the s135 notice dated [3<], question [$<] and its response dated [3<] to s135
notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<].

173 [3<] responses dated [$<] and [3<] to s135 notice dated [$<], question [$<]. [3<] response dated [<] to
s135 notice dated [$<], question [3<].

174 13<] response dated [3<] to s135 notice dated [¥<], question [$<];

175 3<] response dated [3<] to s135 notice dated [$<], question [$<]

176 [3<] response dated [3<] to s135 notice dated [$<], question [¥<];

177 13<] response dated [3<] to s135 notice dated [$<], question [$<]
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Gbit/s, though we expect that the majority of leased line circuits will still be at 1 Gbit/s and
below. We additionally expect demand for dark fibre to increase over the next five years.'’®

2.128 We note the comment from Vorboss that it is surprised by our expectations that the
volume of leased lines at 1Gbit/s and below will continue to form the majority of leased line
volumes.'”® Our view is based on provider data collected on wholesale leased line
connections by bandwidth and forecast volumes. As our data is based on national data, and
incorporate a range of customer requirements, it is possible that the types of services sold
by Vorboss may be different.®

MNO volumes'®

2.129  MNOs purchase a substantial volume of leased line access services (including dark fibre).*8?

MNOs use these to connect their mobile base stations to a point of aggregation in their
core networks, known as mobile backhaul.

2.130 Figure 2.11 below shows a breakdown of the bandwidths of leased lines and dark fibre used
for each MNO. Take-up by bandwidth differs by MNO. However, compared to leased line
users more generally, MNOs are more likely to use higher bandwidth services. As of March
2024, approximately a third of leased line access services (including dark fibre)® used by
MNOs were at very high bandwidth (VHB), compared with around 10% of all leased line
services at very high bandwidth.'® The majority of circuits used by MNOs remain at 1 Gbit/s
or below.

Figure 2.11: MNO leased line volumes by bandwidth, by MNO
[<]

Source: Ofcom analysis of provider data, submitted August-October 2024.5°
Note: We have not updated this chart since the March 2025 consultation as we do not have updated data.

[3<1.2 [5<].

78 Ofcom analysis of provider forecasts, based on the available information.

179 Vorboss response to TAR26 March 2025 Consultation. Page 3.

180 \We note that Vorboss’s comments are centred around forecast data presented in the March 2025
consultation, which included volumes from the CLA. Data in the section on volume by bandwidth excludes
volumes from the CLA.

181 Data presented in the section on MNO volumes includes volumes in the CLA.

182 1n 2021, we estimated that by 2023 they would collectively use over 40,000 leased line circuits. Ofcom.
2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms Market Review
2021-26. Paragraph 2.123.

183 This excludes wireless backhaul (such as microwave, satellite or other wireless links).

1847% per cent of leased lines are 1 Gbit/s-10 Gbit/s. Some of the dark fibre lines may be being used to deliver
services between 1 Gbit/s-10 Gbit/s, but only 5% of total leased lines circuits are dark fibre, as shown in Figure
2.9. Therefore, no more than 12% of total leased lines are 1 Gbit/s-10 Gbit/s.

185 [3<] response dated [3<] and [5<] to s135 notice dated [3<], question [¥<]; [3<] response dated [5<] to
s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 notice dated [<], question [3<]; [$<]
response dated [3<] to s135 notice dated [$<], question [<].

186 [3<] response dated [3<] to 5135 notice dated [3<], question [3<] and [$<] response dated [$<] to s135
notice dated [3<], question [3<].
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2.131

MNOs also make use of fixed wireless links, such as microwave links for the purposes of

mobile backhaul. We understand that a significant minority of mobile backhaul circuits are

wireless or microwave links.*®’

Inter-exchange connectivity

2.132

2.133

2.134

While we have focused on leased line connections to end-user sites so far, we also
distinguish leased lines based on whether they are used to connect to an end-user site and
carry traffic from that end-user site back to a provider’s aggregation node, or they are used
for trunk services, and in particular, inter-exchange connectivity (‘IEC’) services.

IEC services carry aggregated traffic between BT exchanges located in different geographic
areas. BT exchanges act as network nodes, which are used to aggregate traffic and can act
as interconnection points between networks and other network nodes. Demand for IEC
comes from telecoms providers that need to carry aggregated traffic between BT exchanges
to reach their own networks.

IEC services can be supplied from a range of technologies, Ethernet, WDM or dark fibre
connections, and with a range of speeds, though we also understand that higher
bandwidths account for a greater proportion of IEC circuits. We discuss IEC services in
Section 6 of this volume.

187 [3<] response dated [3<] and [$<] to s135 notice dated [3<], question [3<] and [3<] response dated [$<] to
s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 notice dated [<], question [3<]; [$<]
response dated [3<] to s135 notice dated [$<], question [2<]; [3<] response dated [3<] to s135 notice dated
[3<], question [3<]. [¥<].
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3. Physicalinfrastructure market

3.1 In this section we explain our market definition and SMP assessment for the physical
infrastructure market.

3.2 Based on the evidence we have gathered, and having taken into account responses from
stakeholders, we have decided, in line with the March 2025 Consultation proposals:

a) To define a single product market for the supply of wholesale access to telecoms
physical infrastructure for deploying a telecoms network.

b) To define a single national geographic market for wholesale access to telecoms physical
infrastructure for deploying a telecoms network, for the purposes of making a market
power determination. We have concluded that this market meets the three criteria test.

c) To conclude that BT has SMP in the national market for the supply of wholesale access
to telecoms physical infrastructure for deploying a telecoms network that we have
defined.

33 The rest of this section covers the proposals we made in the March 2025 Consultation,
stakeholder responses to this consultation and the reasoning behind our decisions for each
of:

a) Product market definition for physical infrastructure;
b) Geographic market definition for physical infrastructure; and
c) SMP assessment.

Product market definition

Our proposals

3.4 In the March 2025 Consultation, we provisionally concluded that there is a single product
market for the supply of wholesale access to telecoms physical infrastructure for deploying
a telecoms network,'® which includes all physical infrastructure purpose-built to deploy
fixed telecoms networks, such as ducts and poles, irrespective of the owner of that
infrastructure.

3.5 We provisionally excluded physical infrastructure deployed to host radio transmission and
reception equipment, non-telecoms physical infrastructure (such as those built for
electricity and gas networks), and wireless technologies from the product market.®

Stakeholder responses

3.6 The majority of stakeholders supported our proposals on the product market definition.*®
On the other hand, Openreach commented that our market definition is overly narrow and

188 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 3.2.

189 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 3.8-3.27.

190 Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Page 2. AllPoints Fibre
response to TAR26 March 2025 Consultation. Paragraph 23. CityFibre response to TAR26 March 2025
Consultation. Page 143. Community Fibre response to TAR26 March 2025 Consultation. Paragraph 4.4. INCA
response to TAR26 March 2025 Consultation. Paragraph 55. nexfibre response to TAR26 March 2025
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fails to reflect the diversity of infrastructure options and deployment strategies available to

access seekers. We set out the concerns raised below. ™" 2
Choice of focal product
3.7 nexfibre and VMO2 agreed with our proposed choice of focal product,*** which

provisionally defined as wholesale access to telecoms physical infrastructure for deploying
fixed telecoms.*®* VMO2 added that while there may be differences, for example, between
specific forms of this physical infrastructure, the selected focal product has a homogenous
underlying role in the hosting of fixed telecoms network elements, despite these
variations.'*®

3.8 Openreach did not comment explicitly on our choice of focal product but made comments
relating to it. In particular, it considered that our analysis failed to look at the differences in
overhead and underground infrastructure. Openreach also said that by focusing solely on
Openreach’s physical assets, our proposed approach leads to a pre-determined finding of
SMPp, 19

3.9 In addition, Openreach commented that the exclusion of ‘mobile’ physical infrastructure
from the market and SMP analysis is flawed if we consider that PIA*®” can be used by

mobile or wireless operators.*?®

Non-telecoms physical infrastructure

3.10 Openreach suggested that we did not adequately consider the use of non-telecoms
infrastructure (e.g. electricity networks and sewers), which it stated are increasingly being
used for telecoms deployment.'*®

3.11 Others agreed with our finding that non-telecoms physical infrastructure is not part of the
product market. Some stakeholders noted in their responses that they have examined the
use of non-telecoms infrastructure in the past and based on their experience, they were
deemed unsuitable.?”° Stakeholders agreed that there are practical challenges and

Consultation. Main response. Page 2. TechUK response to TAR26 March 2025 Consultation. Page 3. Virgin
Media O2 response to TAR26 March 2025 Consultation. Pages 12-13. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraphs 16-17.

191 Openreach also commented that we have not assessed whether downstream retail markets are
competitive or already regulated, which is essential under the modified Greenfield Approach, and essential for
proper upstream market definition and assessing SMP. See Openreach response to TAR26 March 2025
Consultation. Document 2. Paragraphs 2 and 10. As this relates to our approach to market definition, we have
addressed this in Volume 2, Section 1.

192 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 7.

193 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 2. Virgin Media 02 response to
TAR26 March 2025 Consultation. Paragraphs 23-24.

194 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 3.8-3.11.

19 Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraphs 23-24.

1% Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 2.

197 As defined in Annex 19, PIA refers to ‘Physical Infrastructure Access’.

198 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 12.

199 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 2.

200 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 2. Virgin Media 02 response to
TAR26 March 2025 Consultation. Paragraphs 25-26.
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complexities associated with the use of non-telecoms physical infrastructure to deploy fixed
telecoms networks that prevent substitutability at scale.’*

3.12 In addition to the practical challenges described in the consultation, nexfibre indicated that
non-telecoms infrastructure is often not configured in a manner that allows for useful
sharing of the infrastructure even where it is technically possible to build a telecoms
network using the infrastructure. It said that this can include distance from properties to be
served and geographic placement of the infrastructure. nexfibre also noted that use of non-
telecoms infrastructure, in particular electricity infrastructure, requires additional training
and raises particular concerns around ongoing access and maintenance.?%

Wireless technologies

3.13 Stakeholders who commented on whether wireless technologies are part of the product
market agreed with our proposals to exclude them from the market.?®

Supply-side substitution

3.14 VMO2 commented that supply-side substitution is not plausible during the review
period.?%*

Our reasoning and decisions
Background

3.15 In the WFTMR21, we defined a single product market for the supply of wholesale access to
telecoms physical infrastructure for deploying a telecoms network.

3.16 The term physical infrastructure is typically used to refer to all parts of a network which can
be used to host elements of a telecoms network. It can include pipes, masts, ducts,
inspection chambers, manholes, cabinets, buildings or entries to buildings, antenna
installations, towers and poles.

3.17 There are several physical infrastructures in the UK which could potentially support the
deployment of telecoms networks by third party access seekers. These vary in their
geographic coverage, the type of end-users they connect, and the way in which they
connect to end-users.

3.18 Some of these infrastructures were purpose-built to deploy telecoms networks (such as
those owned by BT (but operated by Openreach) and VMO2), whereas others were built to
supply non-telecoms services such as electricity, gas, water and railways.

Our approach

Choice of focal product

3.19 We define a focal product of wholesale access to telecoms physical infrastructure for
deploying a telecoms network.

201 CityFibre response to TAR26 March 2025 Consultation. Page 143. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 2. Virgin Media 02 response to TAR26 March 2025 Consultation.
Paragraphs 25-26.

202 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 2.

203 Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Page 2. AllPoints Fibre
response to TAR26 March 2025 Consultation. Paragraph 23. CityFibre response to TAR26 March 2025
Consultation. Page 143. Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraphs 27-30.
VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraphs 16-17.

204 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 46.
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3.20

3.21

3.22

3.23

3.24

3.25

3.26

As we discuss in more detail below, our focal product includes all physical infrastructure
which is:

a) deployed for the purposes of supporting a telecoms network (i.e. we exclude non-
telecoms physical infrastructure), irrespective of the owner of that infrastructure; and

b) deployed to host fixed (or ‘wired’) elements of telecoms networks (e.g. ducts, poles and
chambers). We exclude physical infrastructure which is deployed to host the radio
transmission and reception equipment needed for wireless connections in a telecoms
network (e.g. masts and antenna installations).

In response to Openreach’s comments in relation to the exclusion of mobile physical
infrastructure from the market, we understand that the physical infrastructure intended to
support wireless elements of telecoms networks is largely separate from physical
infrastructure intended to support fixed elements of telecoms networks (although in the
longer term, innovation may lead to there being a higher degree of overlap in the use of
these two infrastructures). Therefore, we consider it appropriate to exclude it from the
focal product.

Potential buyers in the physical infrastructure market are access seekers looking to roll out
fixed telecoms networks, including multi-service networks, networks providing services for
residential premises and small businesses, and leased line only providers. Therefore, we
start with telecoms physical infrastructure, as it is already being used to host telecoms
networks and built for that purpose. We include all fixed telecoms physical infrastructure
within the focal product, irrespective of the owner of that infrastructure, as the underlying
product made available to access seekers is broadly similar and would be used for the same
purpose (i.e. deploying a telecoms network).

We therefore disagree with Openreach’s comment that our proposed approach leads to a
predetermined finding of SMP by focusing solely on Openreach’s physical infrastructure
assets. We have considered all fixed telecoms physical infrastructure in our competitive
assessment, irrespective of the owner of that infrastructure.

We recognise there might be some differences between telecoms physical infrastructures
owned by different operators, particularly in relation to geographic coverage of the
network, the breadth and contiguity of that coverage, and the types of premises to which
they connect. We consider these differences in our analysis of geographic markets, as they
are likely to be important factors in determining the competitive constraints posed by
different operators.

As Openreach also noted in its response, there are also differences between specific forms
of telecoms physical infrastructure, such as overhead and underground infrastructure.
However, these perform a similar function — carrying cables or fibres between two points.
Therefore, we consider it appropriate to include both of them in the focal product.

In the following subsections, we consider whether other types of physical infrastructure
(non-telecoms and wireless) should be included within the relevant product market, by
assessing whether they are potential substitutes. As set out in Annex 1, using the
hypothetical monopolist test framework, we assess whether a hypothetical monopolist of
the focal product would find it profitable to impose a small but significant non-transitory
increase in price (‘SSNIP’) above the competitive level.
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Non-telecoms physical infrastructure

3.27 We consider that non-telecoms physical infrastructure is a weak substitute for telecoms
physical infrastructure for the purposes of deploying telecoms networks.

3.28 We understand there are various practical challenges and complexities to the use of non-
telecoms physical infrastructure which limit its substitutability at scale, and most
stakeholders who provided comments on this agreed.?® For example, they may have
limited access points due to safety (e.g. electricity infrastructure) or practical reasons (e.g.
drinking water pipes and gas pipes), construction incompatibilities (e.g. pipes branching at
right-angles, which could present an excessive bend radius to fibre optic cables), and lack of
suitable sites for hosting technical facilities. There can also be concerns about maintenance
and access that explain the limited use of non-telecoms physical infrastructure for
deploying a telecoms network.?°® As a result, using non-telecoms physical infrastructure at
scale may not always be viable, or involve relatively higher cost and complexity.

3.29 This view is supported by the relatively limited use of non-telecoms infrastructure as part of
telecoms network deployments in the UK. No telecoms provider in the UK has used non-
telecoms physical infrastructure for scale network deployment, despite non-telecoms
physical infrastructure being available through commercial deals arranged by the owners of
such infrastructure or through use of the ATl Regulations.?” The evidence we have
gathered shows that the use of non-telecoms physical infrastructure to host fixed telecoms
networks is and is likely to remain limited.?%

205 CityFibre response to TAR26 March 2025 Consultation. Page 143. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 2. Virgin Media 02 response to TAR26 March 2025 Consultation.
Paragraphs 25-26.

206 [3<] told us that [5<], see [5<] response dated [3<] to s135 notice dated [$<], question [<].

207 The Communications (Access to Infrastructure) Regulations 2016 (2016/700, the ‘ATl Regulations’) are a set
of measures intended to reduce the cost of deploying highspeed electronic communications networks,
including sharing the physical infrastructure of telecoms network providers as well as infrastructure operators
in other sectors (e.g. gas, electricity). They can be found at The Communications (Access to Infrastructure)
Regulations 2016. Accessed 6 March 2026.

208 [3<] response dated [3<] to s135 notice dated [$<], questions [5<]. [¥<] response dated [5<] to s135
notice dated [3<], questions [3<]. [3<] response dated [$<] to s135 notice dated [3<], questions [3<]. [3<]
response dated [3<] to s135 notice dated [$<], questions [3<]. [<] response dated [3<] to s135 notice dated
[¥<], questions [3<]. [$<] response dated [3<] to s135 notice dated [<], questions [$<]. [3<] response dated
[3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [$<] to s135 notice dated [2<], questions
[3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [3<] to s135
notice dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [<]. [$<]
response dated [3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [$<] to s135 notice dated
[3<], questions [3<]. [3<] response dated [$<] to s135 notice dated [<], questions [3<]. [3<] response dated
[3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions
[3<]. [5<] response dated [3<] to s135 notice dated [3<], questions [3<]. [<] response dated [3<] to s135
notice dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [<]. [<]
response dated [3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated
[3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [<], questions [3<]. [3<] response dated
[3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [<] to s135 notice dated [3<], questions
[3<]. [5<] response dated [3<] to s135 notice dated [3<], questions [3<]. [<] response dated [3<] to s135
notice dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [5<]
response dated [3<] to s135 notice dated [$<], questions [3<]. [<] response dated [3<] to s135 notice dated
[3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [3<] response dated
[3<] to s135 notice dated [3<], questions [3<].
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https://www.legislation.gov.uk/uksi/2016/700/made
https://www.legislation.gov.uk/uksi/2016/700/made

3.30 There are instances where providers have used non-telecoms physical infrastructure, but
this is complementary to the use of telecoms physical infrastructure.?”” For example, some
access seekers use local authority duct only as part of public sector contracts, and would
generally use alternatives, such as BT’s telecoms physical infrastructure, over non-telecoms
physical infrastructure.?'? In addition, the evidence shows access seekers generally
minimise the number of alternative infrastructures used to deploy their network.?* We
consider this is due to the costs and uncertainty associated with combining multiple
infrastructures, as set out in Paragraph 3.67.%*?

3.31 For the reasons set out above, we expect non-telecoms physical infrastructure to be a weak
substitute to telecoms physical infrastructure, and so we would not expect sufficient
switching in response to a SSNIP to justify widening our product market definition.

Wireless technologies

3.32 As explained in the WFTMR21, some telecoms networks use wireless connections in place
of fixed connections. For those parts of delivery where a wireless connection is used, access
to physical infrastructure to house cables is not required. Wireless therefore represents, in
principle, a potential constraint on a hypothetical monopolist of access to telecoms physical
infrastructure.

3.33 The constraint could be direct and/or indirect. In particular, wireless technologies could
represent a direct constraint if, in response to a SSNIP, access seekers of physical
infrastructure would consider deploying their networks using wireless technologies and
reduce the use of telecoms physical infrastructure. In addition, wireless technologies could
represent an indirect constraint if, for example, in response to a SSNIP, access seekers
would pass the price increase onto end-users, and these end-users would consider
switching to retail broadband services delivered over wireless technologies. We assess both
the direct and the indirect constraints.

3.34 The forms of wireless connections can be grouped into:

a) connections that replace WLA connections. For example, using fixed wireless access
(FWA), mobile, or satellite to deliver broadband services; and

b) connections that replace LLA connections. For example, using microwave links or
satellite for mobile backhaul.

3.35 Satellite, mobile broadband and FWA technology can be used to provide retail broadband
services. These wireless technologies can replace WLA connections which are used to
provide fixed retail broadband services and are hosted in telecoms physical infrastructure.
Therefore, wireless technologies can also replace the need to use certain elements of
telecoms physical infrastructure (e.g. lead-ins). As a result, we consider whether the

209 See footnote 208.

210 [3<] response dated [3<] to s135 notice dated [$<], question [$<]. [3<] responses dated [3<] to s135
notice dated [3<], questions [3<].

211 See footnote 208.

212 \We note Openreach’s reference to the Analysys Mason report and the DCMS’s Future Telecoms
Infrastructure Review, which it also referenced in its response to the WFTMR21 to provide evidence for the
use of non-telecoms infrastructure. In the WFTMR21 we noted these submissions and concluded that non-
telecoms infrastructure should not be included in the relevant physical infrastructure market (see Ofcom.
March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms Market
Review 2021-26. Volume 2. Paragraphs 3.37-3.42.). As we set out above, we consider this continues to be the
case for the same reasons.
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3.36

3.37

3.38

3.39

3.40

3.41

potential for retail customers to switch to broadband delivered over wireless technologies
is an indirect constraint on physical infrastructure, and whether the opportunity for
telecoms physical infrastructure access seekers to use wireless technologies instead of
physical infrastructure is a direct constraint on physical infrastructure.

As set out in Section 4 of this volume, our analysis suggests that wireless technologies (in
particular FWA, mobile broadband, and satellite) are at this time unlikely to be a substitute
to fixed broadband for a sufficiently large number of customers at the retail level.
Therefore, we expect any indirect constraint on telecoms physical infrastructure would be
limited.

Given wireless technologies are unlikely to be a substitute to fixed broadband for a
sufficiently large number of customers at the retail level, any direct constraint from the
opportunity for telecoms physical infrastructure access seekers to deploy an FWA network
instead of using telecoms physical infrastructure would also be limited. This is consistent
with the evidence we have gathered, which indicates that the large majority of WLA
providers do not currently use or plan to use FWA to achieve their planned coverage.?*?

In relation to LLA connections, satellite and microwave links are sometimes used by mobile
network operators for backhaul. These wireless backhaul links can replace leased line
connections, which are hosted in telecoms physical infrastructure. We therefore consider
whether the potential for mobile network operators switching from leased lines to satellite
or microwave for backhaul is an indirect constraint on telecoms physical infrastructure, and
whether the opportunity for telecoms physical access seekers to use wireless technologies
instead of physical infrastructure is a direct constraint on physical infrastructure.

As set out below in Section 5, we understand that wireless technologies are not a strong
substitute to leased lines for mobile backhaul. Therefore, any indirect constraint on
telecoms physical infrastructure would be limited.

Given that wireless technologies are unlikely to be a strong substitute for leased lines for
mobile backhaul at the downstream level, any direct constraint from the opportunity for
telecoms physical infrastructure access seekers to use wireless technologies instead of
using telecoms physical infrastructure would also be limited.

For the reasons set out above, any direct or indirect constraint on telecoms physical
infrastructure would be limited, and so we would not expect sufficient switching in
response to a SSNIP to justify widening our product market definition to include wireless
technologies. Stakeholders who commented on whether wireless technologies are part of

213 [3<] response dated [3<] to s135 notice dated [<], question [<]. [¥<] response dated [#<] to s135 notice
dated [3<], question [2<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response
dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated [$<] to s135 notice dated [3<],
question [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated [3<] to
s135 notice dated [3<], question [3<]. [3<] response dated [<] to s135 notice dated [3<], question [<]. [<]
response dated [3<] to s135 notice dated [$<], question [3<]. [3<] response dated [3<] to s135 notice dated
[3<], question [3<]. [¢<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated
[5<] to s135 notice dated [3<], question [3<]. [5<] response dated [3<] to s135 notice dated [3<], question
[3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated [3<] to s135
notice dated [3<], question [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<].
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the product market also agreed with our proposals to exclude them from the market.?*
Therefore, our view remains that wireless technologies are not in the product market.

Supply-side substitution

3.42 Supply-side substitutability is used to measure the extent to which suppliers other than
those offering the product or service in question would have the ability and incentive to
rapidly switch, or increase, production to supply the relevant products or services.

3.43 Potential entry to supply telecoms physical infrastructure access takes considerable time
and involves incurring significant sunk costs, as we also discuss below when assessing
barriers to entry and expansion to the physical infrastructure market. We acknowledge that
during the review period, some network providers may build their own infrastructure and
provide access to it, albeit we expect this build to be of limited scale. As we explain below,
ubiquity is the key factor for access seekers, but installing new and ubiquitous physical
infrastructure requires very high levels of investments and takes considerable time. As such,
we do not expect sufficient supply-side substitution in response to a SSNIP.2%®

3.44 We also note that VMO2 agreed that there are no supply-side substitutes. VMO2 added
that with many network operators slowing down or completing their network expansion
activities, it does not appear plausible that new entrants would emerge in the future.?!®
Therefore, we conclude that there are no supply-side substitutes for access to telecoms
physical infrastructure.

Our conclusions on product market definition

3.45 For the reasons set out above, we conclude that there is a single product market for the
supply of wholesale access to telecoms physical infrastructure for deploying a telecoms
network.

3.46 We exclude non-telecoms physical infrastructure and wireless technologies from that
product market.

Geographic market definition

Our proposals

3.47 In the March 2025 Consultation, we proposed a single national geographic market?*’ for
wholesale access to telecoms physical infrastructure for deploying a telecoms network.?*

214 Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Page 2. AllPoints Fibre
response to TAR26 March 2025 Consultation. Paragraph 23. CityFibre response to TAR26 March 2025
Consultation. Page 143. Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraphs 27-30.
VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraphs 16-17.

215 We note that a group of altnets within INCA have created a new infrastructure sharing venture. This is a
nascent initiative, and we understand that it is intended to complement existing PIA products. (See INCA. 22
October 2025. Altnet sector unveils new infrastructure sharing venture to win market share in mobile and
datacentre markets. Accessed 11 December 2025.)

216 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 46.

217 References to a ‘national’ geographic market in this section exclude the Hull Area.

218 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 3.32.
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https://inca.coop/altnet-sector-unveils-new-infrastructure-sharing-venture-to-win-market-share-in-mobile-and-datacentre-markets/22/
https://inca.coop/altnet-sector-unveils-new-infrastructure-sharing-venture-to-win-market-share-in-mobile-and-datacentre-markets/22/
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
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3.48 We proposed that ubiquity is the key factor for access seekers in determining which
physical infrastructure to use, such that a ubiquitous infrastructure is likely to have material
advantages over non-ubiquitous infrastructure.?*

3.49 Although there are geographic variations in the availability of alternative telecoms physical
infrastructure, we considered that access to BT’s ubiquitous physical infrastructure network
has important advantages for potential access seekers. This also includes cost and capacity
advantages from BT’s overhead lead-ins and practical limitations on the extent to which
alternative telecoms physical infrastructure can be shared. This means that competitive
conditions are likely to be similar in all areas (even where alternative physical infrastructure
is available), such that we should provisionally define a national market.??°

3.50 We explained that this is unlikely to change in the review period, particularly as many
networks have already been deployed in BT’s existing infrastructure and switching costs are
very high.?#

Stakeholder responses

3.51 Overall, stakeholders broadly supported our proposals on the geographic market
definition,??? except for Openreach.??

Approach to geographic market definition

3.52 Openreach noted that in a previous review, we identified four distinct geographic
categories (A-D) based on the presence of alternative infrastructure. Openreach added that
we could have retained a sub-national market approach to better reflect the competitive
landscape and ensure proportionate and consistent regulation in those sub-national
markets. Openreach noted that the geographic market definition for the physical
infrastructure market contrasts with the geographic segmentation in other markets (e.g.
WLA and LLA), leading to inconsistent regulatory treatment.??*

3.53 nexfibre commented that it agreed with our proposed approach of a qualitative assessment
of the conditions of competition based on the needs of telecoms infrastructure access
seekers due to the lack of an active market. It explained this approach provides a better
insight as to how users of physical infrastructure approach and assess its use.??

219 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 3.37-3.40.

220 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 3.41-3.50.

221 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 3.51.

222 Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Page 2. AllPoints Fibre
response to TAR26 March 2025 Consultation. Paragraph 23. CityFibre response to TAR26 March 2025
Consultation. Page 143. Community Fibre response to TAR26 March 2025 Consultation. Paragraph 4.4. INCA
response to TAR26 March 2025 Consultation. Paragraph 57. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 3. TechUK response to TAR26 March 2025 Consultation. Page 3. Virgin
Media O2 response to TAR26 March 2025 Consultation. Paragraph 31. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraph 18.

223 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 4-6.

Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 4-6.

225 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 3.

224
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Ubiquity is the key factor for access seekers

3.54 Openreach commented that we assume that ubiquitous infrastructure is necessary for
competition, despite evidence that successful operators (e.g. VMO2) operate without full
coverage.?®

3.55 Others agreed that ubiquity is essential for access seekers.??’ Stakeholders agreed that,
compared to a non-ubiquitous physical infrastructure, a ubiquitous physical infrastructure
allows access seekers the flexibility to adapt build plans??® and avoids certain additional
costs and complexities, such as the costs associated with managing the multiple supplier
relationships.??

Identifying physical infrastructure geographic markets

Availability and ubiquity of alternative telecoms physical infrastructure

3.56 Openreach did not support our proposal to define a single national geographic market.
Openreach said that the availability and use of physical infrastructure varies significantly
between areas such as the CLA, HNR areas, and rural regions. In addition, it commented
that the types of services demanded (e.g. leased lines, broadband services) and the
infrastructure available to meet those demands differ by region.?*

3.57 Other stakeholders agreed with our proposal to define a single national geographic
market.?! Stakeholders said that there are no other providers who have built physical
infrastructure as ubiquitous as BT’s,?*? with significant portions of alternative network build
relying upon access to BT’s physical infrastructure.?** Stakeholders therefore commented
that there are no effective substitutes to BT’s physical infrastructure.?**

226 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 10.

227 CityFibre response to TAR26 March 2025 Consultation. Page 143. INCA response to TAR26 March 2025
Consultation. Paragraph 57. nexfibre response to TAR26 March 2025 Consultation. Main response. Page 3.
Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 32.

228 CityFibre response to TAR26 March 2025 Consultation. Page 143. Virgin Media 02 response to TAR26
March 2025 Consultation. Paragraph 34.

229 CityFibre response to TAR26 March 2025 Consultation. Page 143. Community Fibre response to TAR26
March 2025 Consultation. Paragraph 4.3. nexfibre response to TAR26 March 2025 Consultation. Main
response. Page 3. Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraphs 34 and 44.

230 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 4-5.

231 Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Page 2. AllPoints Fibre
response to TAR26 March 2025 Consultation. Paragraph 23. CityFibre response to TAR26 March 2025
Consultation. Page 143. INCA response to TAR26 March 2025 Consultation. Paragraph 57. nexfibre response to
TAR26 March 2025 Consultation. Main response. Page 3. TechUK response to TAR26 March 2025 Consultation.
Page 3. Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 31.

232 CityFibre response to TAR26 March 2025 Consultation. Page 143. nexfibre response to TAR26 March 2025
Consultation. Main response. Pages 3-4. Virgin Media 02 response to TAR26 March 2025 Consultation.
Paragraph 44.

233 CityFibre response to TAR26 March 2025 Consultation. Page 143. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 3.

234 CityFibre response to TAR26 March 2025 Consultation. Page 143. INCA response to TAR26 March 2025
Consultation. Paragraph 59. nexfibre response to TAR26 March 2025 Consultation. Main response. Page 3.
TechUK response to TAR26 March 2025 Consultation. Page 3.
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Characteristics of alternative telecoms physical infrastructure

3.58

3.59

3.60

Stakeholders also indicated that telecoms physical infrastructure from alternative providers
may not be suitable for sharing due to its physical attributes. For example, if the alternative
provider uses modern build techniques such as narrow trenching.?**

In relation to VMO2's physical infrastructure specifically, CityFibre noted that it would be
difficult to access even if VMO2 were prepared to grant access.?*®* VMO2 agreed with our
assessment of the relative drawbacks of VMO2’s duct and other physical infrastructure in
comparison to BT’s. VMO?2 explained it does not routinely deploy overhead infrastructure
and has made extensive use of direct bury, narrow trenching and ‘Toby box’ termination
points. It said this makes it more expensive and often unusable for sharing.?’

VMO2 added that existing capacity constraints on its physical infrastructure are likely to be
exacerbated by its FibreUp programme to overlay HFC with XGS-PON, particularly in certain
sections of its network. It added that there are also likely to be unique circumstances
associated with lead-in connections and that variations are challenging to predict prior to
physical inspection at the point of deploying the overlay.?®

Our reasoning and decisions
Approach to geographic market definition

3.61

3.62

3.63

3.64

In this review, our key consideration in defining geographic market(s) is whether the
conditions of competition are sufficiently homogenous across all areas such that we should
define a single market, or whether there are any areas in which competitive conditions are
likely to be appreciably different and distinguishable such that we should consider defining
a segmented market.

We disagree with Openreach’s comment that our approach for the geographic market
definition of the physical infrastructure market has led to inconsistent regulatory
treatment. Despite geographic differences in the existing presence of alternative telecoms
physical infrastructures, we consider that competitive conditions are sufficiently similar
across the UK to define a single national market, for the reasons we set out below.

As noted in the product market definition section, there are geographic differences
between telecoms physical infrastructures owned by different operators, particularly in
relation to coverage of the network, the breadth and contiguity of that coverage, and the
types of premises to which they connect. These are characteristics that access seekers may
consider in deciding which telecoms physical infrastructure to deploy their networks in.

In practice, outside the regulated provision of PIA by Openreach, there is currently no
significant active market in the supply of wholesale access to telecoms physical
infrastructure, as physical infrastructure is largely used only for self-supply.?*® Therefore, in
order to identify geographic markets, we have undertaken a qualitative assessment of the
conditions of competition based on the needs of telecoms physical infrastructure access

235 [3<] confidential response to TAR26 March 2025 Consultation. [3<]. Virgin Media 02 response to TAR26
March 2025 Consultation. Paragraph 44.

236 CityFibre response to TAR26 March 2025 Consultation. Page 143.

237 Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 37.

238 \irgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 38.

239 gee footnote 208.

54


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/cityfibre.pdf?v=402128
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087

seekers. This is because, in the absence of an active market, existing market conditions
provide limited insight on competitive conditions. nexfibre agreed with our approach.?*

3.65 As we discuss in the following section, we consider that ubiquity is the most important
factor for network builders seeking access to physical infrastructure and therefore a key
characteristic we consider in assessing the competitive conditions in an area.

Ubiquity is the key factor for access seekers

3.66 We conclude that a ubiquitous infrastructure is likely to have material advantages over non-
ubiquitous infrastructure for access seekers, wherever and however they seek to deploy. By
ubiquitous, we mean an infrastructure which provides the ability to connect to any
premises or site within a given geographic area, rather than an infrastructure which
provides national coverage (although an infrastructure which provides national coverage
will also be ubiquitous).?** Most stakeholders agreed that ubiquity is essential for access
seekers for the reasons we set out below. **

3.67 We consider ubiquity to be important for two main reasons.

a) The ability to connect any premises or site using a ubiquitous infrastructure allows an
access seeker the flexibility to adjust and expand the scale and scope of its deployment
beyond its initial plans with lower additional connection cost and time lags,?** compared
to using a non-ubiquitous infrastructure and building further physical infrastructure to
support new deployments beyond initial plans. This provides an option value to access
seekers, reducing the need to pre-specify roll-out plans. This flexibility is likely to be
important for risky investments where demand may evolve over time. In response to
Openreach’s comments, we agree that some access seekers do not deploy a network to
all residential premises and/or business sites within a deployment area. However, our
view on the advantage that a ubiquitous infrastructure offers is not predicated on
access seekers needing to connect to all premises and sites for their business model to
be viable. Access seekers will prefer a physical infrastructure that allows them to deploy
to any premise within an area and/or adjust their plans, even if they do not plan to
deploy to every premise within that area.

b) In addition, we consider access seekers are likely to seek to minimise the number of
alternative infrastructures used to deploy their network, due to the costs and
uncertainty associated with combining multiple infrastructures. These include the cost
and time of undertaking civil works to break in and out of different infrastructures, and
the duplication of maintenance costs associated with multiple infrastructures. A
ubiquitous infrastructure will allow a provider to reach any set of premises that could
be reached by combining multiple alternative telecoms physical infrastructures.

240 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 3.

241 For the avoidance of doubt, the advantages we outline below mainly derive from the ability to connect to
any premises or site within a given geographic area. However, there are further advantages which derive from
national coverage.

242 CityFibre response to TAR26 March 2025 Consultation. Page 143. INCA response to TAR26 March 2025
Consultation. Paragraph 57. nexfibre response to TAR26 March 2025 Consultation. Main response. Page 3.
Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 32.

243 For example, [3<] told us that [$<], see [3<] response dated [3<] to s135 notice dated [3<], question [3<].
[3<] stated that [3<], see [3<] response dated [$<] to s135 notice dated [3<], questions [3<]. [3<] told us that
[3<], see [¥<] response dated [3<] to s135 notice dated [<], question [3<]. [3<] told us that [3<], see [<]
response dated [3<] to s135 notice dated [3<], question [3<].
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3.68

3.69

We recognise that access seekers may combine multiple telecoms physical
infrastructures.?** For example, capacity constraints in the existing network (including
directly buried lead-ins which cannot be used by access seekers) may compel an access
seeker to use alternatives to provide those connections.?”® However, we understand that
use of multiple physical infrastructures is based on necessity rather than preference,
complementing the use of a ubiquitous physical infrastructure rather than substituting it.
Indeed, the evidence shows that the majority of a telecoms provider’s network tends to be
deployed over one physical infrastructure.?

We therefore conclude that a ubiquitous infrastructure is likely to provide material
advantages for most access seekers. Therefore, this is the key characteristic we consider in
assessing the geographic homogeneity of competitive conditions.

Identifying physical infrastructure geographic markets

3.70

3.71

3.72

3.73

3.74

To identify the relevant geographic markets, we identify areas within which competitive
conditions are sufficiently homogeneous to enable them to be grouped together as one
geographic market.

As Openreach noted, there are geographic differences in the presence of telecoms physical
infrastructures across the UK. We also recognise that the types of services demanded which
require use of physical infrastructure (e.g. leased lines, broadband services) and the
infrastructure available to meet those demands differ by region. However, despite these
geographic differences, we consider that competitive conditions are sufficiently similar
across the UK to define a single national market, for the reasons we set out below.

BT is the only national infrastructure provider which passes virtually all premises. In some
areas there are no or limited alternatives, while in others there are varying degrees of
alternatives, in particular those owned by VMO2, altnets and leased line providers that
build their own physical infrastructures. We have considered the extent to which
competitive conditions vary depending on where these alternatives are present (both
individually and in aggregate). We do so based on the characteristics of the physical
infrastructures that would meet the needs of telecoms physical infrastructure access
seekers, the key such characteristic being the ubiquity of that network.

VMO2 remains the largest alternative physical infrastructure provider. Therefore, as in the
WFTMR21, we start by considering the competitive conditions in areas where VMO2 has
telecoms physical infrastructure. In the areas where VMO2 has a material presence, our
understanding is that its ubiquity is below that of BT, based on evidence on VMO2’s
network coverage and the physical infrastructure it uses to deploy its network.?*” Therefore
overall VMO2'’s physical infrastructure will offer less flexibility to access seekers deploying
at scale than BT’s, and is unlikely to be sufficient on its own without multi-sourcing.

In any event, where VMO2 and BT cover the same individual premises, BT’s lead-in
infrastructure is likely to offer cost and capacity advantages in terms of connecting

24 see footnote 208.

245 [3<] told us that [5<], see [<] response dated [3<] to s135 notice dated [3<], question [$<]. [¥<] also
indicated that [3<], see [<] response dated [3<] to s135 notice dated [3<], question [3<].

246 see footnote 208.

247 YMO2 uses some third-party physical infrastructure, as well as self-built physical infrastructure. This
suggests its physical infrastructure coverage is lower than its network coverage. VMED 02 UK Limited response
dated 23 August 2024 to s135 notice dated 8 July 2024, questions E1, E2.
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premises. As noted in the WFTMR21, this is because BT’s infrastructure delivers more lead-
ins overhead rather than underground compared to VMO2. This difference in mix of lead-
ins means that connecting customers using BT’s infrastructure is likely to be quicker and
cheaper than using VMO2’s infrastructure.?*®

3.75 In addition, poles offer greater certainty over whether the existing infrastructure is useable
as access seekers can more easily assess the state and capacity of a pole than they can an
underground duct. Moreover, where VMO2’s underground lead-ins are directly buried from
a termination box (‘Toby box’) to outside of the customer’s premise, or have been built
using narrow trenching techniques, there is effectively no duct network for access seekers
to use.?*

3.76 Therefore, given these disadvantages to using VMO2's physical infrastructure, we consider
that its impact on competitive conditions is likely to be limited, meaning the competitive
conditions where it is present are unlikely to be materially different to where only BT has
physical infrastructure.

3.77 Next, we consider competitive conditions in areas in which altnets are present and have
built their own physical infrastructure. In addition to VMO2’s network, there has been
significant rollout of fibre networks since the March 2021 Statement was published. While
this has resulted in the build of some alternative telecoms physical infrastructures, many
altnets use Openreach PIA.?*° Any alternative telecoms physical infrastructure build remains
relatively small scale and significantly less ubiquitous compared to that of BT and VMO?2,
based on evidence on altnets’ network coverage and the physical infrastructure they use to
deploy their networks.?** Therefore for similar reasons as described above for VMO2, we
expect the presence of altnets’ telecoms physical infrastructure to have a limited impact on
competitive conditions, both individually and in aggregate.

3.78 Finally, there are geographic areas with alternative telecoms physical infrastructure
deployed to connect to large business and mobile sites.?>> We consider that competitive
conditions in areas with such alternative physical infrastructures will not be appreciably
different from the rest of the UK, for the following reasons:

a) The ability to connect to every large business or mobile site in that area using physical
infrastructure from an alternative provider is likely to be lower compared to that of BT,
given BT’s infrastructure is typically ubiquitous. The evidence we have gathered shows
that Openreach PIA is being used and/or is planned to be used for network in-fill and/or
customer-specific network extensions by leased line providers who have their own

248 Qverhead lead-ins are likely to be the lowest cost means of connecting individual premises to a network.
This is because using an aerial cable avoids the costly civil works required to deploy underground lead-ins.

249 Ofcom. June 2019. Promoting competition and investment in fibre networks: review of the physical
infrastructure and business connectivity markets. Annex 3.

250 see footnote 208.

251 The altnets with the highest network coverage use third-party physical infrastructure in parts of their
network. This suggests their physical infrastructure coverage is lower than their respective network coverage.
[3<] response dated [3<] to s135 notice dated [2<], questions [<]. [3<] response dated [3<] to s135 notice
dated [3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [$<], questions [¥<].

252 There are areas where presence of these types of alternative telecoms physical infrastructure is higher than
in other areas, such as the Central London Area (CLA) and High Network Reach (HNR) Area, as described in
Volume 2, Section 5.
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3.79

3.80

3.81

3.82

physical infrastructure.?2 For this reason, in order to deploy throughout an area, or to
any given set of sites within that area, an access seeker would face greater costs, time
and complexity if it needs to combine multiple infrastructures, as set out in Paragraph
3.67, relative to using BT’s ubiquitous infrastructure.

b) For access seekers who want to connect to residential premises, telecoms physical
infrastructure that has been built for the sole purpose of supplying leased lines is much
less attractive, as coverage of residential premises is typically lower than BT’s
ubiquitous infrastructure. The evidence we have gathered shows altnets’ use of
telecoms physical infrastructure built by leased line providers is limited.?**

In aggregate, these are significant disadvantages to using physical infrastructures which are
not ubiquitous, particularly due to the costs and challenges associated with combining
multiple infrastructures, as set out in Paragraph 3.67. Therefore, we think their impact on
competitive conditions is likely to be limited, meaning competitive conditions are
sufficiently similar across all areas.

We also note that fibre network builders may seek access to multiple geographic areas,
including areas where the presence of alternative telecoms physical infrastructure is low.
The additional costs of combining the use of multiple non-ubiquitous infrastructures, as set
out in Paragraph 3.67, are likely to limit the impact of smaller competing physical
infrastructure providers on competitive conditions.

Therefore, although there are geographic variations in the availability of alternative
telecoms physical infrastructure, we consider that access to BT’s physical infrastructure
network has important advantages for potential access seekers. The comparative
disadvantages of using non-ubiquitous physical infrastructures significantly limit their
impact on competitive conditions even where present. This means that competitive
conditions in supplying access to physical infrastructure are sufficiently similar in all areas
(even where alternative physical infrastructure is available), such that we should define a
national market.

We do not foresee any developments in the availability of alternative physical
infrastructure that would change this conclusion. We recognise that providers may build
some new telecoms physical infrastructure during the review period. However, we do not
expect this to be of sufficient scale that it would lead to appreciably different competitive
conditions in those areas where it occurs. Additionally, some providers of telecoms physical
infrastructure use construction techniques, such as micro-trenching, which may not be

253 [3<] largely own their own physical infrastructure and have indicated they use or plan to use Openreach for
network infill and/or customer-specific network extensions. [3<] response dated [$<] to s135 notice dated
[¥<], question [2<]. [3<] response dated [3<] to s135 notice dated [<], question [3<]. [$<] response dated
[3<] to s135 notice dated [3<], question [<]. [3<] response dated [$<] to s135 notice dated [3<], questions
[3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [3<] response dated [$<] to s135
notice dated [3<], questions [<].

254 See footnote 208.
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suitable for use by access seekers. Where suitable build does occur, it is likely to rely on
access to BT’s telecoms physical infrastructure in some parts of the network.?* ¢

3.83 Overall, our view is that we can consider all areas of the UK to have sufficiently similar
conditions of competition. Differences in the existing presence of alternative telecoms
physical infrastructures, individually and in aggregate, do not imply appreciably different
competitive conditions between areas.

Our conclusions on geographic market definition

3.84 For the reasons set out above, we define a single national geographic market for wholesale
access to telecoms physical infrastructure for deploying a telecoms network.

Application of the three criteria test
Our proposals

3.85 In this subsection, we consider whether the three criteria set out in section 79(2B) of the
Act are met in relation to the physical infrastructure market.

3.86 As set out in Annex 1, in determining whether to identify a market for the purposes of
making a market power determination, we must consider whether the three criteria set out
in subsection 79(2B) of the Act are met. Where we do not consider that the three criteria
are met, we may not identify a market for this purpose.

3.87 We assess the three criteria at a general level, taking into account overall characteristics
and structure in the relevant product market.

3.88 In the March 2025 Consultation, we proposed that the physical infrastructure market which
we proposed to define met the three criteria test.?*’

Stakeholder responses

3.89 Overall, stakeholders supported our proposals on the three criteria test,?® except for
Openreach.?°

255 Most altnet physical infrastructure build is expected to be relatively limited, our evidence suggests that
altnets are likely to mostly rely on access to BT's telecoms physical infrastructure. Generally, our evidence
suggests that leased line providers expect to build more of their own physical infrastructure compared to
altnets, although some plan to largely use BT’s telecoms physical infrastructure. See footnote 208. In any
event, it remains uncertain the extent to which self-build from leased line providers overcomes the issues
described in Paragraph 3.78, such that these alternative physical infrastructures would be able to exert an
effective competitive constraint on BT’s physical infrastructure.

256 We also note that a group of altnets within INCA have created a new infrastructure sharing venture. This is
a nascent initiative, and we understand that it is intended to complement existing PIA products. (See INCA. 22
October 2025. Altnet sector unveils new infrastructure sharing venture to win market share in mobile and
datacentre markets. Accessed 11 December 2025.)

257 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 3.53-3.63.

258 CityFibre response to TAR26 March 2025 Consultation. Page 144. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 4. TechUK response to TAR26 March 2025 Consultation. Page 3. Virgin
Media 02 response to TAR26 March 2025 Consultation. Paragraphs 47-49. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraphs 19-22.

259 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 7.
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High and non-transitory barriers to entry

3.90 Openreach commented that the barriers to entry are not uniformly high across all
geographies or use cases. It said that in new build sites, altnets face the same or fewer
barriers than Openreach, and that network adjustments are increasingly self-provided by
altnets, indicating operational parity. Openreach added that alternative deployment
methods (e.g. micro-trenching, direct burying) reduce the dependency on Openreach
infrastructure.*®°

3.91 Other stakeholders agreed that there are high and non-transitory barriers to entry due to
the high levels of investment and considerable time required to install new and ubiquitous
physical infrastructure.?®! They commented that any new physical infrastructure built
during the review period will likely supplement use of BT’s infrastructure®®? and be of
limited scale such that they will not impose a constraint on BT.?%

A market which does not tend towards effective competition

3.92 Openreach said we have not demonstrated that all areas lack the potential for effective
competition, and that in areas like the CLA and new builds, competition is already emerging
or could emerge with targeted regulatory support. It added that the lack of focus on
improving the ATl Regulations undermines the potential for infrastructure competition.?%

3.93 Other stakeholders agreed that the market is not tending towards effective competition, as
barriers to entry are high and costs to switching to an alternative physical infrastructure
provider would be prohibitive.?®® VMO2 noted that with many operators slowing down or
pausing further network build, the prospect of competition emerging is more remote during
this review period than the last.?*

Insufficiency of competition law

3.94 Openreach commented that while we proposed that competition law has limitations, it said
that we have not justified the imposition of broad, unrestricted access obligations. It added
that less intrusive remedies could address any identified competition concerns and achieve
regulatory objectives without distorting the market or discouraging investment.2®” 268

3.95 Other stakeholders agreed that competition law would not be sufficient to address
competition concerns relating to BT’s SMP in the market.?® nexfibre added that ex post
competition enforcement would not be sufficient to ensure access on a timely and cost

260 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 7.

261 CityFibre response to TAR26 March 2025 Consultation. Page 144. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 4. VodafoneThree response to TAR26 March 2025 Consultation. Section 3.
Paragraph 20.

262 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 47.

CityFibre response to TAR26 March 2025 Consultation. Page 144.

Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 7.

nexfibre response to TAR26 March 2025 Consultation. Main response. Page 4. PIA Coalition response to
TAR26 March 2025 Consultation. Paragraph 3. Virgin Media 02 response to TAR26 March 2025 Consultation.
Paragraphs 46, 48. VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 21.

266 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 48.

267 \Jolume 3, Section 5 sets out the requirements on Openreach in relation to physical infrastructure access
and the rationale for the requirements.

268 Qpenreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 7.

269 CityFibre response to TAR26 March 2025 Consultation. Page 144. nexfibre response to TAR26 March 2025
Consultation. Main response. Page 4. Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph
49. VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 22.
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effective basis, and that the widespread use of Openreach PIA in the last five years for fibre
network rollout has significantly increased the importance of regulatory certainty regarding
Openreach PIA for access seekers and investors in this market, both for the upcoming
review period and into the future.?’° VMO?2 said that the ex ante framework has resulted in
growth in network competition which otherwise would have not been possible, by giving
access seekers the necessary clarity to ensure the product will sustain and the terms of
access will remain stable over the course of their network investments and operation.?’

Our reasoning and decisions

High and non-transitory barriers to entry

3.96 The market we are considering exhibits high and non-transitory barriers to entry. In
particular, there are significant structural barriers to entry, as entry would require very high
levels of investment and would take considerable time to install new and ubiquitous
physical infrastructure. Moreover, the costs associated with such investment are, to a large
degree, likely to be sunk.

3.97 In response to Openreach’s comment that altnets face the same or fewer barriers than
Openreach in new build sites, and that network adjustments are increasingly self-provided
by altnets, we do not consider that this undermines our conclusion that the cost and time
to install new and ubiquitous physical infrastructure are high.

3.98 As we explained in the March 2025 Consultation, we do expect providers to deploy new
networks, or expand existing networks, during the review period,?’? as set out in Sections 4
and 5 below. However, these network deployment plans in many cases rely on continued
regulated access to BT’s infrastructure in some areas or parts of the network rather than
building new physical infrastructure,?”® and where self-build of physical infrastructure does
occur it is likely to be limited in scale (see discussion below). Therefore, we consider this is
consistent with our view that barriers to entry in physical infrastructure are high and non-
transitory.

3.99 While alternative deployment methods (e.g. micro-trenching, direct burying) may reduce
the dependency on Openreach infrastructure, as Openreach commented, generally any

build during the review period is likely be of limited scale?”* and complement use of BT’s

physical infrastructure rather than substitute for it.?’°

3.100 We remain of the view that the barriers to installing a ubiquitous physical infrastructure are
high and non-transitory.

A market which does not tend towards effective competition

3.101 We assess competitive conditions in the physical infrastructure market in the SMP
assessment section below. In summary, we consider that during the review period, BT’s
market power will be significant and entrenched, and we have not observed any material
changes to this position over time despite rollout of additional alternative physical
infrastructure.

270 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 4.

271 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 49.

272 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 3.54.

273 See footnote 208.

274 CityFibre response to TAR26 March 2025 Consultation. Page 144.

275 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 47.

61


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/nexfibre-2.pdf?v=402135
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
https://www.ofcom.org.uk/phones-and-broadband/telecoms-infrastructure/consultation-promoting-competition-and-investment-in-fibre-networks-telecoms-access-review-2026-31
https://www.ofcom.org.uk/phones-and-broadband/telecoms-infrastructure/consultation-promoting-competition-and-investment-in-fibre-networks-telecoms-access-review-2026-31
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/cityfibre.pdf?v=402128
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087

3.102

3.103

3.104

3.105

3.106

We disagree with Openreach’s comment that we have not demonstrated that all areas lack
the potential for effective competition. As explained above, we consider that access to BT’s
ubiquitous physical infrastructure has important advantages for potential access seekers,
such that competitive conditions are likely to be similar in all areas, even where alternative
physical infrastructure is available. In the forthcoming market review period, we do not
consider that deployment of alternative physical infrastructure will occur to a sufficient
extent to provide effective competition (as explained in the next section).

We are also not aware of factors that may materially reduce the barriers to entry we have
identified. For instance, so far, we have not identified any technological developments that
will make it easier and cheaper to deploy new telecoms physical infrastructure suitable for
access seekers in the foreseeable future.

Moreover, the choice of which telecoms physical infrastructure to use to deploy a network
in a given area is likely to be a one-off permanent decision — once a network is rolled out
using a given telecoms physical infrastructure and connected to residential premises, large
business or mobile sites, there are very high barriers to switching that network into a
different physical infrastructure. Stakeholders agreed that it would likely be cost prohibitive
and not commercially viable for access seekers to move across to a new provider, even if
one emerged.?’®

In addition, in response to Openreach’s comment on the lack of focus on improving the ATI
Regulations, we note that our market definition analysis reflects the ATl regulations as they
exist today, and that reviewing the ATI Regulations is not in scope of this review.

Therefore, we consider that the market we have defined will not, in the absence of
regulation, tend towards effective competition.

Insufficiency of competition law

3.107

3.108

3.109

We set out in the next section our conclusion that BT has SMP in the market we have
identified, and in Section 7 of this volume we explain in more detail our competition
concerns arising from BT’s SMP in this market.

Competition law, in particular the rules prohibiting the abuse of a dominant position, is an
important part of the legal framework with which BT needs to comply. Given its historic
position of SMP (which equates to the competition law concept of dominance) BT has a
special responsibility not to allow its actions on the market (where conditions of
competition are weak) to distort or impair competition.

However, we consider that competition law remedies would be insufficient to address the
identified competition concerns on their own in this context.

a) First, competition law would focus on tackling the abuse of a dominant position and
would not be as effective as ex ante regulation in promoting downstream competition.

b) Second, regulation must remain effective for the review period, and ex ante regulation
better enables us to do this as it can be tailored to the particular circumstances in the
market and services provided.

c) Third, competition law does not provide enough regulatory certainty, which itself can
undermine downstream competition where there is upstream SMP — and regulatory
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certainty is important in encouraging long-term investment in competing networks. In
contrast, a benefit of ex ante regulation is that all industry stakeholders are clear in
advance on the regulation that will apply.

d) Fourth, ex ante regulation can facilitate more timely enforcement due to the greater
certainty and specificity provided.

3.110 On that basis, while competition law enforcement may be used in appropriate
circumstances, we do not consider that it would be sufficient to rely on it alone and that ex
ante regulation is required.

Our conclusions on the three criteria test

3.111 We consider that the physical infrastructure market which we are defining meets the three
criteria test and, therefore, is susceptible to ex ante regulation.

3.112 We therefore identify the following market for the purposes of making a market power
determination: a single national geographic market for wholesale access to telecoms
physical infrastructure used for deploying a telecoms network.

SMP assessment

Our proposals

3.113 Inthe March 2025 Consultation, we provisionally concluded that BT has SMP in our

proposed national geographic market for the supply of wholesale access to telecoms

physical infrastructure for deploying a telecoms network.?”’

Stakeholder responses

3.114 Stakeholders,?’® except for Openreach,?” %° agreed with our provisional conclusion that BT
has SMP in the proposed market.

Strength of competition from other owners of telecoms infrastructure

3.115 As noted above under the geographic market definition, some stakeholders agreed that
there are no other providers who have built physical infrastructure as ubiquitous as BT’s, %
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and that any competitive constraint to BT’s physical infrastructure remains limited. %2
Stakeholders also indicated that this is unlikely to change during the review period,* due
to the high barriers to entry associated with rolling out physical infrastructure ®* and the
increased importance of PIA to access seekers.?® nexfibre indicated that the majority of
network build which has taken place in the last number of years has utilised PIA to some
degree, and that access to PIA on a long-term, cost effective basis is a key assumption in
build and business plans.°

3.116 Openreach commented that our SMP assessment lacks analytical depth. In particular, it said
that we overemphasise the importance of ubiquity despite evidence that successful
operators (e.g. VMO2) operate without full coverage, and that we disregard the
competitive constraint posed by alternative infrastructure, including VMO2’s network.
Openreach also said that our SMP finding ignores the significant differences in competitive
conditions across geographic areas.?®’

Scope for entry and expansion

3.117 Stakeholders who commented on the scope for entry and expansion agreed there is limited
scope for this, such that any competitive constraint to BT’s physical infrastructure remains
limited.?®® nexfibre added that the ubiquity of BT’s physical infrastructure also reinforces its
SMP position.?®°

Countervailing buying power

3.118 VMO?2 agreed that it does not consider that telecoms providers have countervailing buyer
power that would weaken BT’s market power, given the high switching costs and the fact
that BT’s use of its own physical infrastructure is material compared to the use by third-
party access seekers.?°

External constraints

3.119 Openreach said that we have disregarded the competitive constraint posed by alternative
infrastructure, including non-telecoms infrastructure.?!

282 CityFibre response to TAR26 March 2025 Consultation. Page 144. INCA response to TAR26 March 2025
Consultation. Paragraph 59. nexfibre response to TAR26 March 2025 Consultation. Main response. Pages 3-5.
TechUK response to TAR26 March 2025 Consultation. Page 3. Virgin Media O2 response to TAR26 March 2025
Consultation. Paragraph 50. VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph
23.

283 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 24. CityFibre response to TAR26
March 2025 Consultation. Page 144. nexfibre response to TAR26 March 2025 Consultation. Main response.
Page 5. UKCTA response to TAR26 March 2025 Consultation. Paragraph 16. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraph 23.
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Paragraph 23.
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287 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 10.
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Our reasoning and decisions
Background

3.120 Inthe WFTMR21, we concluded that BT has SMP in a national market for the supply of
wholesale access to telecoms physical infrastructure for deploying a telecoms network.

Our approach and evidence considered

3.121 To evaluate the extent to which BT would face a competitive constraint in the physical
infrastructure market, we have adopted a similar approach as in the WFTMR21, and
assessed the following:

a) Strength of competition from existing competitors: we consider whether BT would be
constrained by telecoms providers switching to alternative telecoms physical
infrastructure already in the market.

b) Scope for entry and expansion by new or existing operators deploying new telecoms
physical infrastructure, including whether access seekers can enter the market
themselves by self-supplying infrastructure.

c) Countervailing buyer power: we also consider whether telecoms providers have
countervailing buyer power which weakens BT’s market power.

d) External constraints: we consider the extent to which out-of-market products may
reduce BT’s market power.

3.122 In assessing SMP on the market for the supply of wholesale access to telecoms physical
infrastructure for deploying a telecoms network, we adopt the modified Greenfield
approach, which means we consider existing market conditions and expected or
foreseeable market developments in the absence of existing SMP regulation in that
particular market (see also Annex 1). However, access seekers’ recent strategies and plans
reflect the existence of that regulation. We therefore use our judgment and inferences
from how providers are rolling out their networks to inform our analysis.

Strength of competition from other owners of telecoms infrastructure

3.123  Generally, in an SMP analysis, we would consider market shares within the market being
considered. However, trying to calculate market shares in the supply of access to
infrastructure is difficult and not very informative of market position. The reason for this is
that outside of Openreach’s PIA products (which are regulated), there is no significant
active market in the supply of wholesale access to telecoms physical infrastructure.?®
Physical infrastructure is largely used only for self-supply.?®®* This means that like-for-like
comparisons of usage of the infrastructure, or revenues from it, cannot easily be assessed.
Instead, we focus on assessing the strength of competition to BT from other providers of
physical infrastructure based on our understanding from access seekers about what
matters to them, including in relation to the characteristics of those networks.

3.124 We disagree with Openreach’s comments that we overemphasise the importance of
ubiquity and that we have disregarded the competitive constraint posed by VMO2. As set
out in the geographic market definition, a ubiquitous telecoms physical infrastructure is

292 \We acknowledge that a group of altnets within INCA have created a new infrastructure sharing venture.
This is a nascent initiative, and we understand that it is intended to complement Openreach PIA. (See INCA. 22
October 2025. Altnet sector unveils new infrastructure sharing venture to win market share in mobile and
datacentre markets. Accessed 11 December 2025.) We do not expect that this will exert a material constraint
on BT during the review period.

293 See footnote 208.
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3.125

3.126

3.127

3.128

likely to be preferred by access seekers to alternative telecoms physical infrastructure
which is not ubiquitous. We recognise that telecoms physical infrastructure of other
operators could theoretically provide an alternative to BT’s telecoms physical
infrastructure, where available. However, the importance of ubiquity for access seekers and
BT’s ability to connect to premises of any type within an area (i.e. large business sites,
mobile sites, residential premises), along with the costs and uncertainty associated with
combining multiple infrastructures, means BT is unlikely to face a material competitive
constraint even where such alternative infrastructure is present.

The cost and time benefits of BT’s lead-in infrastructure further weakens the competition
from alternative physical infrastructure providers where they are not already connected.

In addition, as noted above, many networks have been deployed using BT’s infrastructure
and the costs to switching to an alternative physical infrastructure provider would be
prohibitive. This also weakens the competition from other owners of telecoms
infrastructure.

As the evidence suggests, use of wholesale access to other providers’ telecoms physical
infrastructure other than BT’s to support further network rollout is, and is expected to
remain, limited.?*

Therefore, we conclude that existing alternative infrastructure is unlikely to exert a material
constraint on BT, and that this situation is unlikely to change over the period of this review.

Scope for entry and expansion

3.129

3.130

3.131

3.132

Entry into the market for constructing this kind of physical infrastructure to support large-
scale roll-out would require very high levels of investment, a large proportion of which are
likely to be sunk costs, and which would take a considerable period of time to deploy. We
therefore consider that, in general, there are high entry barriers to constructing new
physical infrastructure.

As mentioned above, we do expect providers to continue to deploy new networks, or
expand existing networks, during the review period (see in particular Section 4). However,
we understand that many build plans are dependent on:

a) wholesale access to BT’s existing telecoms physical infrastructure via the existing PIA
remedy?® (and so is not relevant under a modified Greenfield approach); and/or

b) where practical, faster and more efficient construction techniques, such as micro-
trenching, which may not be suitable for use by access seekers (so this entry could,
therefore, only exert an indirect constraint on BT).

We consider these factors to be a reflection of the high barriers facing potential entrants to
the infrastructure market.

Deployment of some new infrastructure is expected. In some cases, some providers may
prefer deploying their own infrastructure for self-supply. In addition, there will be parts of
network builds where this is either necessary or the above options are not available. But we
expect such entry to be geographically limited in scale, and so is unlikely to place a
sufficient constraint upon BT.

2% See footnote 208.
295 See footnote 208.
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3.133

3.134

In addition, as noted above, many networks have been deployed in BT’s infrastructure and
the costs to switching to an alternative physical infrastructure provider would be
prohibitive. This makes the scope for entry and expansion even more unlikely.

For these reasons, we conclude that the threat of entry or expansion by new or existing
operators would not effectively constrain BT.

Countervailing buying power

3.135

3.136

In general, purchasers may have a degree of buyer power where: a) they purchase a
significant and material proportion of a supplier’s total volumes; and b) they have a credible
threat of switching to an alternative supplier, or to self-supply, to an extent that would
materially impact the supplier’s profitability.

The largest user of BT’s physical infrastructure is BT itself. BT’s involvement downstream
weakens its incentive to offer supply of its infrastructure at scale, absent regulation. Even if
it did, and an access seeker purchases significant volumes of access to infrastructure (as
some currently do), it is highly unlikely that there would be a credible threat of it switching
sufficient volumes, given the prohibitively large switching costs and service disruption that
would be involved in removing and re-deploying its network in alternative physical
infrastructure. It is also unclear that an alternative provider would be willing to supply
access to its infrastructure in such volumes, reflecting the historical position that there has
not been an active wholesale market for telecoms physical infrastructure.

External constraints

3.137

In response to Openreach’s comment that we have disregarded the competitive constraint
posed by non-telecoms infrastructure, we have identified various practical challenges and
complexities to the use of non-telecoms physical infrastructure which limit its
substitutability at scale, as noted in the product market definition. Therefore, we do not
consider that non-telecoms physical infrastructure will exert a significant competitive
constraint on BT.

Our findings

3.138

3.139

For the reasons given above we conclude that BT has SMP in a national market for the
supply of wholesale access to telecoms physical infrastructure for deploying a telecoms
network.

We have noted above the importance of ubiquity to access seekers, the high barriers to
constructing a ubiquitous telecoms physical infrastructure and the prohibitive costs for
access seekers of switching to alternative physical infrastructure. While we cannot fetter
our discretion in relation to future decisions on market analysis or SMP and will consider
the evidence available at the time of our next review,?® our expectation is that BT’s SMP is
likely to be enduring.

2% \We are required by the Act to review this market again within a period of five years.
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4. \WWholesale local access market

4.1 In this section we explain our market definition and SMP assessment for the wholesale local
access (WLA) market.

4.2 Based on the evidence?®’ and having taken into account the responses from stakeholders,
we have decided, in line with our March 2025 Consultation proposals:

a) To define a single product market for the supply of WLA at a fixed location which
includes all fixed networks and speeds, and residential and business services.

b) To identify two geographic markets — Area 2 and Area 3 — for WLA for the purposes of
making a market power determination. We have concluded that these markets meet
the three criteria test.

¢) To conclude that BT has SMP in Area 2 and Area 3.

4.3 The table below sets out the results of our geographic market analysis.

Table 4.1: Summary of results of geographic market analysis

WLA geographic Count of Count of UK % of UK % of UK
market postcode sectors premises postcode sectors premises
Area 2 7,824 27.8m 81% 86%

Area 3 1,881 4.4m 19% 14%

Source: Ofcom analysis of Connected Nations data and additional planned deployment data (collected August-
September 2025). See Annex 3.
Note that all figures exclude 46 Hull Area postcode sectors.

4.4 The rest of this section covers the proposals we made in our March 2025 Consultation,
stakeholder responses to this consultation and the reasoning behind our decisions for each
of:

a) Product market definition for WLA;
b) Geographic market definition for WLA; and
c) SMP assessment.

Product market definition

Our proposals

4.5 WLA relates to network assets used to provide telecoms services at a fixed point close to
the end-user. Demand for WLA is derived from consumers’ retail demand for different
products and bundles, including broadband, TV and landline services. 2%

297 Between July 2024 and October 2025, we issued information notices related to our analysis of the WLA
market. This involved sending detailed questions to over 50 stakeholders. See Annex 21 for more detail on our
sources of evidence.

2% When referring to consumers throughout this section, we mean residential consumers and businesses that
use broadband services similar to residential consumers.
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4.6 In the March 2025 Consultation, we proposed to define a focal product to be the supply of
WLA services by fixed networks to support the delivery of broadband services to
consumers.

4.7 We provisionally concluded that there is a single product market for the supply of WLA at a
fixed location which includes:**°

a) all fixed networks;
b) all speeds; and
¢) residential and business services.

4.8 We provisionally excluded services in the LLA market, and wireless services.

Stakeholder responses
Choice of focal product

4.9 Openreach, Virgin Media 02, nexfibre, AllPoints Fibre, and INCA all agreed with defining a
single focal product.3®

Wireless technologies

4.10 None of the stakeholders that submitted a response to our March 2025 Consultation
disagreed with our proposal to exclude wireless technologies from the WLA product market
definition; AllPoints Fibre, CityFibre, VodafoneThree, Advisory Committee for Scotland,
Virgin Media 02, Openreach, INCA and nexfibre explicitly made this point in their
responses.®’! Several of these responses suggested that due to a low number of customers,
the competitive constraint on wired connections continues to be weak.

4.11 Several stakeholders also noted that in some rural hard-to-reach locations, alternatives to
FTTP may be the only viable option or effective and more economic substitute for fixed
services to some customers.3%? nexfibre also recognised the theoretical potential of Low
Earth Orbit satellite services to provide effective substitute, but considered that at present
the use of the service was too low to be considered an effective substitute, and therefore it
should not be part of the market.>®

299 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 4.2-4.3.

300 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 12. Virgin Media 02 response
to TAR26 March 2025 Consultation. Pages 17-18, and 48. nexfibre response to TAR26 March 2025
Consultation. Main response. Response to question 2.5. AllPoints Fibre response to TAR26 March 2025
Consultation. Paragraph 27. INCA response to TAR26 March 2025 Consultation. Page 42.

30 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 27. CityFibre response to TAR26
March 2025 Consultation. Response to question 2.5. VodafoneThree response to TAR26 March 2025
Consultation. Page 10. Response to question 2.5. Advisory Committee for Scotland response to TAR26 March
2025 Consultation. Response to question 2.5. Virgin Media 02 response to TAR26 March 2025 Consultation.
Pages 17-18, and 48. Openreach response to TAR26 March 2025 Consultation. Document 2. Page 12. INCA
response to TAR26 March 2025 Consultation. Page 42. nexfibre response to TAR26 March 2025 Consultation.
Main response. Response to question 2.5.

302 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 12. Virgin Media 02 response
to TAR26 March 2025 Consultation. Pages 17-18, and 48.

303 nexfibre response to TAR26 March 2025 Consultation. Main response. Response to question 2.5.
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LLA and WLA are separate product markets3°*

4.12 AllPoints Fibre, Virgin Media 02, CityFibre and INCA agreed with excluding leased line
services from the WLA product market definition.>® AllPoints Fibre suggested that
competition has not developed sufficiently to define a single product market for wholesale
access services. INCA referred to its pre-consultation submission where it said it had not
observed anything to suggest leased lines are becoming a substitute for broadband services
and that the relatively higher cost of leased lines services acted as a barrier to customers
switching from broadband to a leased line service. 3%

4.13 Similarly, Gamma and UKCTA agreed with maintaining separate product market definitions
for WLA and LLA.>®” Gamma considered it important to recognise that a significant
proportion of businesses depend on FTTP services and UKCTA suggested that separate
product markets for WLA and LLA reflected the distinct nature of business connectivity and
was vital to ensuring proportionate, evidence-based regulation.

4.14 nexfibre said that leased line services should be excluded from the WLA product market
definition as they fulfil a different business need and are provided by different
technologies.>® However, it considered that this position should be kept under review as
connectivity for business services develops. Similarly, VodafoneThree argued that as leased
lines products are targeted business connectivity solutions, they are not suitable substitutes
for WLA services.>* VodafoneThree also considered business FTTP as well as XGS-PON,
both of which use WLA infrastructure, to be part of the WLA market.

Speeds

4.15 CityFibre, INCA and nexfibre agreed that all speeds should be included in the WLA product
market definition.*'°Virgin Media O2 noted that due to material economies of scope in
FTTP network deployment, there is no clear and consistent distinction between different
speed tiers or product features.3!

304 |n its response to our March 2025 Consultation, Openreach suggested that there is convergence in the
supply of LLA and WLA services, reflecting the technical capability of operators of full-fibre networks currently
offering WLA services to additionally offer LLA services. Openreach suggested that our March 2025
Consultation did not give sufficient weight to the ability of any supplier of WLA services over full-fibre
networks to extend their range of services to meet the needs of leased line customers. We discuss
Openreach’s comment about convergence between WLA and LLA in Section 5. Openreach response to TAR26
March 2025 Consultation. Document 1. Paragraph 62.

305 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraphs 20 and 27. Virgin Media 02
response to TAR26 March 2025 Consultation. Page 18. Paragraph 56. Page 48, response to question 2.5.
CityFibre response to TAR26 March 2025 Consultation. Response to question 2.5. INCA response to TAR26
March 2025 Consultation. Page 42. Paragraph 167.

306 INCA response to TAR26 March 2025 Consultation. Page 42. Paragraph 167. INCA pre-consultation
submission to TAR26. Pages 11-14.

307 Gamma response to TAR26 March 2025 Consultation. Page 3. UKCTA response to TAR26 March 2025
Consultation. Paragraph 2.

308 nexfibre response to TAR26 March 2025 Consultation. Main response. Response to question 2.5.

309 yodafoneThree response to TAR26 March 2025 Consultation. Page 10. Response to question 2.5.

310 CityFibre response to TAR26 March 2025 Consultation. Response to question 2.5. INCA response to TAR26
March 2025 Consultation. Page 42. Paragraph 167. nexfibre response to TAR26 March 2025 Consultation. Main
response. Response to question 2.5.

311 Virgin Media 02 response to TAR26 March 2025 Consultation. Page 48. Response to question 2.5.
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Residential and business services

4.16 nexfibre agreed that the WLA product market definition should include WLA services
delivered to business customers given the underlying technology is the same.3?

4.17 UKCTA suggested that while combining the review of residential and business services into
one process may offer administrative efficiency, the material differences between these
markets must be fully accounted for both in the evidence gathering and the design of
remedies.>"?

Our reasoning and decisions
Our approach

Choice of focal product

4.18 We define a focal product to be the supply of WLA services by fixed networks to support
the delivery of broadband services to consumers.

4.19 This reflects economies of scope inherent in supplying multiple downstream broadband
services (i.e. across different speeds) from a single access connection. Having built fibre
networks, operators will have a strong incentive to serve the whole of the broadband
market including demand for lower and higher bandwidth services. Once a connection is in
place, it can be used and adapted to compete to attract customers across a range of fixed
broadband services.

4.20 This is what we see in practice.®'* A network capable of offering WLA services can be used
to provide a wide range of broadband speeds.?'®> Openreach is replacing its legacy copper
network with FTTP and, once this is completed, will also be able to offer a wide range of
speeds on most of its network.3!® Openreach has already deployed FTTP to 21m premises,
and is on track to build to 25m premises by the end of 2026.3' In addition, BT Group
recently announced plans to extend full fibre to 30 million premises, beyond the existing
25m target.?®®

4.21 Overall, our view is that supply-side considerations point to a single market
undifferentiated by speeds.?° Given these supply side considerations, we do not consider it
necessary for us to come to a view on the demand-side considerations separately, that is to

312 nexfibre response to TAR26 March 2025 Consultation. Main response. Response to question 2.5.

313 UKCTA response to TAR26 March 2025 Consultation. Paragraph 3.

314 See Annex 2 for further detail on the speeds that can be provided using different access network
technologies.

315 There will be a technical upper limit on the speeds that can be provided over a given technology, however,
all FTTP networks are able to offer gigabit-capable services, which are likely to be sufficient for broadband
consumers. There is also an expectation that providers will be able to upgrade their PON systems to higher
speed PON systems when demand evolves. Ofcom. September 2023. Evolution of fixed access networks.
Figure 5: PON standards evolution.

316 |n most areas, Openreach’s FTTC network cannot supply download speeds higher than 80 Mbit/s (in areas
where Openreach has deployed G.fast equipment, it can offer services with download speeds of up to 330
Mbit/s). See Annex 2. These speeds will continue to be relevant during the review period. See Volume 2,
Section 2, and Annex 5.

317 BT. 5 February 2026. Results for the nine months to 31 December 2025. Accessed 25 February 2026.

318 BT Group. 12 February 2026. Chancellor welcomes BT’s investment into the UK’s best networks. Accessed
25 February 2026.

319 For the avoidance of doubt, this includes Openreach’s legacy network and VMOZ2’s cable network, as well as
FTTP.

71


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/nexfibre-2.pdf?v=402135
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/ukcta.pdf?v=402086
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/technology-research/2023/evolution-of-fixed-access.pdf?v=330135
https://www.bt.com/content/dam/bt-plc/assets/documents/investors/financial-reporting-and-news/quarterly-results/fy26/q3/q3-fy26-release.pdf
https://newsroom.bt.com/chancellor-welcomes-bts-investment-into-the-uks-best-networks/

4.22

4.23

4.24

4.25

say, whether broadband services of different speeds are substitutable from a consumer’s
perspective.

As proposed in the March 2025 Consultation, we include broadband products targeted at
businesses, particularly SMEs, as well as residential customers within our focal product, as
the wholesale products used to supply those different retail services are the same. As
UKCTA pointed out, there are some differences in residential and business services, but we
do not think this impacts on our WLA product market definition.*?° The differentiation
between business products and products targeted at residential customers is based on
retail market features, for instance longer helpline opening times or Wi-Fi wrap-arounds.3?

We therefore conclude, as we did in 2021, that defining a single focal product reflects the
nature of competition in the WLA market.

We do not include leased line products in our focal product.*??> Technology continues to
evolve, and some providers offer a range of services over XGS-PON. In Section 5, we
conclude that some services delivered over XGS-PON are part of the LLA market, namely
services offering symmetric bandwidth with uncontended capacity and which have quality
of service parameters (such as fast repair times) similar to point-to-point leased lines.
Where services delivered over XGS-PON do not meet these requirements, for example,
because they are contended and do not offer a guaranteed bandwidth, we include them as
part of the WLA market.

While over time, greater economies of scope may emerge between the provision of
broadband and leased line services, at this stage we think it appropriate to start our
analysis with separate focal products for each of the WLA and LLA markets.

Wireless technologies

4.26

4.27

4.28

As proposed in the March 2025 Consultation, we conclude that wireless technologies are
not in the relevant WLA product market.

In the WFTMR21, we concluded that wireless technologies were not sufficiently close
substitutes for fixed connections to be included in the market. We have examined whether
developments since 2021 mean the product market should be broadened to include
wireless technologies. In particular, we examined the demand-side and supply-side
substitutability of the following services:**

a) fixed wireless access (FWA) services, including those delivered by mobile network
operators (MNOs) and wireless ISPs (WISPs);

b) mobile broadband services; and

c) satellite broadband services.

Some ISPs use wireless technologies in place of fixed connections to deliver retail
broadband services. In circumstances where a wireless connection is used, WLA is not

320 See Section Volume 2, Section 2 where we set out the differences in residential and business services.

321 For example, Virgin Media 02, TalkTalk and BT offer their business broadband customers support packages
with a range of customer service issue resolution services, digital voice, contract lengths, and other services
typically not available to residential customers. Virgin Media O2. Business broadband. TalkTalk. Business fibre
broadband. BT. Business broadband for small & medium enterprises. All accessed 22 January 2026.

322 |n addition to assessing whether leased lines should be included in the focal product, we considered
whether leased lines should be considered part of the WLA market set out below, and similarly considered
whether WLA should be part of the LLA market in Volume 2, Section 5.

323 Annex 2 describes these wireless services in more detail.
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required. Wireless technologies therefore represent, in principle, a potential constraint on a
hypothetical monopolist of WLA. In the following sub-sections, we consider the competitive
constraint that downstream retail broadband services delivered over wireless technologies
exert on those delivered over wired connections.

4.29 As set out in Annex 1, we adopt the hypothetical monopolist test framework. Therefore, to
include wireless technologies in the WLA product market, we would need to find that a
hypothetical monopolist of the focal product would not find it profitable to impose a small
but significant non-transitory increase in price (‘SSNIP’) above the competitive level. This
means that we would need to find that both:

a) a sufficiently large number of customers would be willing to switch to these wireless
services, and give up their fixed broadband>%, in response to the SSNIP; and

b) the providers of these wireless services would have the ability and incentive to supply
those customers on their networks.

FWA from MNOs

4.30 The evidence shows that product characteristics of FWA broadband services from MNOs
have changed since the last review. For example, some retail packages now offer unlimited
data at monthly prices comparable to fixed broadband deals, although some providers,
depending on the deal, may charge an upfront fee or for the router. Coverage and capacity
have also improved, such that FWA from MNOs is available to more consumers, including
5G FWA.3? Additionally, some of the available deals offer increased flexibility for customers
who are looking for shorter contracts.3%®

4.31 However, the evidence suggests take-up is expected to be relatively low compared to fixed
broadband in this review period. Forecasts data from prior to the March 2025 Consultation
from [3<] suggests MNO FWA broadband may reach just over [3<] active connections by
2028/29.%?” Evidence from providers indicates that reasons for relatively low take-up
include low awareness of the product and consumers’ views that fixed broadband better

meets their needs.3?®

4.32 The evidence also shows there may be capacity constraints, particularly in parts of an
MNO’s network where it is already or close to being congested.3*° Furthermore, depending
on traffic and capacity in the mobile network, speeds in an MNO based FWA network can
vary. This may prevent MNOs from being able to offer a service of sufficient quality to a
sufficiently large number of customers, and so they may be unable to constrain a
hypothetical monopolist of fixed broadband.

324 We refer to ‘fixed-line broadband’ as ‘fixed broadband’.

325 [3<] response dated [3<] to s135 notice dated [$<], questions [5<]; [¥<] response dated [3<] to s135
notice dated [3<], question [¥<].

326 For example, Vodafone offers a 30-day GigaCube Unlimited and GigaCube plans for £60 and £40
respectively with a £150 upfront fee. 5G and 4G broadband with GigaCube. Accessed 6 February 2026. Most of
the other available deals from the MNOs are for 12-, 18-, and 24- month contracts.

327 [3<] response dated [3<] to s135 notice dated [$<], question [$<]; [$<] response dated [$<] to 5135 notice
dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [<].

328 [3<] response dated [3<] to s13 notice dated [3<], questions [¥<]; [$<] response dated [3<] to s135 notice
dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [<].

329 For example, [3<] indicated that [3<], see [3<] response dated [3<] to s135 notice dated [5<], question
[¥<]. In addition, [3<] indicated that [3<], see [3<] response dated [$<] to s135 notice dated [3<], question
[].
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4.33 In addition, we note that in practice some of the MNOs who provide FWA also offer fixed
broadband. This may impact their incentives to encourage customers to switch away from
fixed broadband to FWA, in response to a SSNIP in the price of fixed broadband, where
fixed broadband is available. For example, the evidence we gathered prior to our March
2025 Consultation showed that [3<].3% Separately, we also note that [3<].?3! As discussed
above, stakeholders who responded to our March 2025 Consultation either agreed with our
provisional position or provided no evidence to suggest that FWA should be included in the
WLA product market definition.

4.34 We acknowledge that the Vodafone/Three merger may increase the merged entity’s ability
to supply FWA. However, we consider that the extent to which take-up may increase and
the merged entity’s incentives to encourage further FWA take-up are unclear, although the
merged entity may be in a better position to offer FWA due to its spectrum holdings.**? This

is consistent with evidence set out in the CMA’s final report in relation to the merger.3*

4.35 More broadly, Ofcom’s work to promote innovation and competition by enabling growth in
a wide range of wireless applications, including 5G FWA, will continue over the coming
years. In recent months, we have varied UK Broadband Limited's 3.9 GHz licence to enable
it to use that spectrum for 5G FWA and completed the mmWave auction making more
spectrum available for new services, including 5G FWA.33* 3% However, it is too early to
conclude what the impact of these developments will be on the availability and use of FWA
from MNOs.

4.36 We recognise overseas take-up for FWA is higher. However, for the reasons set out above,
we think the market in the UK is different.*®

4.37 Therefore, although we expect to see the take up of FWA to grow during the review period
for the reasons set out above, we do not think it will become a substitute to fixed
broadband for a sufficiently large number of customers in response to a SSNIP of fixed
services, and so we conclude that FWA from MNOs is not in the WLA product market.

330 [3<] response dated [3<] to s135 notice dated [$<], question [$<]; [3<] response dated [3<] to s135 notice
dated [3<], question [<]; [3<] response dated [<] to s135 notice dated [3<], question [<].

31 [3<] response dated [3<] to s135 notice dated [<], question [<].

332 See Ofcom. 18 July 2025. Consultation: Award of 1492-1517 MHz spectrum for mobile services. Figure 3.1.
333 |n particular, on the supply side, the CMA stated that FWA “only makes economic sense where the Parties
have spare network capacity that cannot be commercialised by other means, as FWA customers are very high
data users [...]. BTEE also submitted that the Merged Entity will have access to both fixed and mobile networks,
and presumably will always preferentially sell fixed broadband as it is more profitable.” On the demand side,
the CMA found that demand for FWA services is relatively limited, and it is an alternative primarily of interest
to specific customer segments. Competition and Markets Authority. 5 December 2024. Vodafone / CK
Hutchison JV merger inquiry - Final report. Accessed 6 March 2026.

334 UK Broadband is wholly owned by Hutchison 3G UK Ltd. Hutchison 3G UK Ltd is a wholly owned subsidiary
of VodafoneThree Holdings Ltd, which is jointly owned by Vodafone Group (51%) and CK Hutchison Group
Telecom Holdings (49%).

335 See Ofcom. 17 July 2025. Statement: Optimal use of 3.9 GHz spectrum and Ofcom. 25 October 2025. Ofcom
spectrum auction: final results announced. Accessed 6 March 2026.

3¢ The use of FWA is more widespread elsewhere, for example, in Austria and Italy in Europe, the US, and
India take-up is higher. Telecoms.com. 6 August 2025. FWA in the 5G and 6G Era: From Last-Mile Fix to
Strategic Growth Engine. Telecoms.com. 26 June 2024. FWA market matures as operators look to monetise
5G. Both Accessed 15 December 2025. New Street Research, 2025. 24 November 2025. FWA is on the horizon.
Accessed 6 March 2026.
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FWA from WISPs

4.38 Around 8% of all UK premises (residential and SME) have decent broadband coverage from
a wireless ISP (WISP) network.**” We do not consider that this coverage alone is sufficient
to constrain a hypothetical monopolist supplier. FWA from WISPs coverage tends to be
regional and more prominent in remote and hard to reach places, and as it can be difficult
to deploy in built up areas such as city centres, this limits its capability to constrain a
hypothetical monopolist supplier everywhere. For this reason, we do not consider that the
current around 8% coverage can constrain a hypothetical monopolist.

4.39 Furthermore, over the last few years, this coverage has remained relatively unchanged, and
based on previous trends of coverage of WISP FWA networks, we do not expect it to
increase during the review period to such an extent that they will become a potential
substitute to fixed broadband for a sufficiently large number of customers in response to a
SSNIP of fixed services.?3® 3°

4.40 Therefore, we conclude that FWA from WISPs is not in the WLA product market.
Mobile broadband

4.41 As set out in Annex 2, mobile broadband (provided via a mobile handset, a dongle or similar
equipment) and FWA from MNOs or WISPs share many characteristics and use the same
4G/5G mobile networks. We understand take-up of mobile broadband as an alternative to
fixed broadband in homes and businesses is currently — and is expected to remain —
relatively low, although it is possible that it may increase over the review period.?*° This is
consistent with evidence we have gathered on the use of mobile broadband and FWA, for
example [3<] indicated that the [3<].3** Consumers who use mobile services also tend to
use fixed services, suggesting that mobile services are generally complementary rather than
a substitute for fixed services. 3*

4.42 We would not expect mobile broadband to be a substitute for fixed broadband for a
sufficiently high number of customers in response to a SSNIP in fixed broadband services.
Therefore, we conclude that mobile broadband is not a sufficiently close substitute to
include it in the WLA product market.

Satellite broadband

4.43 As set out in Annex 2, satellite broadband services can be offered using geostationary (GSO)
satellites or non-geostationary (NGSO) satellites. There are currently nine licensed NGSOs in

337 Ofcom. 19 November 2025. Connected Nations 2025.

338 See: Ofcom. 19 November 2025. Connected Nations 2025; Ofcom. 5 December 2024. Connected Nations
2024; Ofcom. 19 December 2023. Connected Nations 2023; Ofcom. 15 December 2022. Connected Nations
2022; Ofcom. 16 December 2021. Connected Nations 2021; and Ofcom. 17 December 2020. Connected
Nations 2020.

339 Ofcom. 8 May 2025. Connected Nations - Planned Network Deployments 2025. Ofcom. 19 November 2025.
Connected Nations 2025.

340 additionally, we recognise that some households rely on mobile phone network data to access internet. In
2025, this share of households was around four percent, but it is possible that this will increase further over
the review period as this group skews towards younger users (those aged 18-34) who may continue to prefer,
or only be able to, access the internet on mobile (Technology Tracker is based on a nationally representative
survey of those aged 16+ in the UK). Ofcom. 1 October 2025. A demographic deep dive into internet use.
Analysis using Ofcom’s Technology Tracker 2025.

341 3<] response dated [3<] to s135 notice dated [<], question [<].

342 Ofcom. 17 July 2025. The Communications Market 2025.

75


https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-20252
https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-20252
https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-2024/
https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-2024/
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2023/connected-nations-2023-uk-report/?v=330642
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2022/connected-nations-uk-report.pdf?v=321647
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2022/connected-nations-uk-report.pdf?v=321647
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2021/connected-nations-2021-uk.pdf?v=321702
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2020/connected-nations-2020.pdf?v=321728
https://www.ofcom.org.uk/siteassets/resources/documents/research-and-data/multi-sector/infrastructure-research/connected-nations-2020/connected-nations-2020.pdf?v=321728
https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-planned-network-deployment/connected-nations-2025
https://www.ofcom.org.uk/phones-and-broadband/coverage-and-speeds/connected-nations-20252
https://www.ofcom.org.uk/siteassets/resources/documents/internet-based-services/technology/digital-transitions-analysis-using-ofcoms-technology-tracker-2025.pdf?v=405242
https://www.ofcom.org.uk/phones-and-broadband/service-quality/the-communications-market-2025

the UK.3*® Starlink currently offers the only direct-to-consumer NGSO satellite broadband
service in the UK, with Amazon Leo (formerly known as Project Kuiper) expected to also
supply these services in the next few years. In addition, business-to-business (B2B) services
are available from OneWeb.3** This section focuses on NGSO satellite broadband services,
as they can offer lower latency and faster response time and a better internet connection
for users compared to GSO satellite broadband.

4.44 Since the last review, coverage and take-up of satellite broadband services have increased.
Nationwide NGSO satellite broadband coverage is now offered direct-to-consumers by
Starlink, with over 110,000 broadband customers in 2025 (up from 87,000 in 2024) in the
UK.3% In addition, in November 2025, BT and Starlink announced an agreement which will
make Starlink’s satellite services available to BT and EE customers in rural and remote areas
with the service expected to be available to customers in the latter half of 2026.3* We have
recently increased the amount of spectrum available to NGSO satellite operators in the UK,
and propose to make more available in the future.3*’ 348 349 350 We expect these changes to
substantially boost the capacity of NGSO operators. As technology advances and more
NSGOs begin supplying services in the UK, we expect to see greater take-up of these
services during the review period.

4.45 Compared to fixed broadband, however, take-up of satellite broadband services is relatively
low. This is likely to be partly because the service is still comparatively new and consumer
awareness of this service is relatively low.*? 32 Furthermore, where available to customers,
fixed broadband providers can often offer a service with better performance typically at
lower retail prices (as set out in Volume 2, Section 2), 3> %4 although the price difference
between satellite and fixed broadband has narrowed recently. In the UK, Starlink offers a
Residential Lite product with unlimited data for £35/month for download speeds of 100
Mbit/s and £55/month for download speeds of 200 Mbit/s in selected areas.>>° 3°¢

4.46 In addition, we have gathered evidence to understand ISPs’ and WLA providers’ views of
the competitive constraint that broadband services delivered over wireless technologies,
including satellite, exert on those delivered over wired connections. There is limited
evidence from providers, but the evidence we have suggests providers consider the

343 Ofcom. 19 December 2025. Non-geostationary satellite earth station licences. Accessed 11 March 2026.

344 Ofcom. 5 December 2024. Connected Nations 2024.

345 Ofcom. 19 November 2025. Connected Nations 2025.

346 BT. 6 November 2025. BT Group and Starlink pave the way for high-speed home broadband in the UK’s
hardest to reach places. Accessed 15 December 2025.

347 Ofcom. 3 February 2025. Statement: Increasing use of the 27.5-30 GHz and 32 GHz bands - Ofcom.

348 We have recently granted temporary licences to Starlink to use E band frequencies for gateway use at three
sites and we have consulted on making the Q/V band available for use by gateways in future.

349 Ofcom. 28 October 2025. Statement: Temporary NGSO gateway access to E band.

350 Ofcom. 22 July 2025. Consultation: Expanding spectrum access for satellite gateways.

351 Ofcom first issued a licence to Starlink in November 2020. Ofcom. 19 February 2025. Non-geostationary
satellite earth station licences. Accessed 11 March 2026.

352 [3<] response dated [3<] to s135 notice dated [$<], question [$<].

353 For example, see [3<] response dated [5<] to s135 notice dated [3<], question [$<].

354 For comparison, the current prices of residential FTTP services with speeds up to 150 Mbit/s are as low as
£24 per month. See Volume 2, Section 2.

355 Starlink. Starlink for homes. Accessed 22 January 2026. For comparison, the current prices of residential
FTTP services with speeds up to 150 Mbit/s are as low as £24 per month. See Volume 2, Section 2.

356 |n Germany, Starlink introduced a satellite broadband at £29/month undercutting Deutsche Telekom’s
copper-based tariff of c. €48. Barclays — Satellite Services — To Infinity and Beyond — Volume 4, 1 October 2025.
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4.47

competitive constraint on fixed broadband is likely to be limited. Consistent with this, we
recognise that, although Starlink indicates average download speeds of around 210 Mbit/s
and average upload speeds to be around 20 Mbit/s,**’ this will be dependent on the specific
deployment, available capacity at the site, and the number and location of users, as set out
in Annex 2. Overall, we did not see evidence suggesting providers were concerned about
the competitive constraint that satellite broadband may exert on the fixed broadband
market.

Ongoing developments, such as technological change and new entrants in the provision of
satellite broadband services, will impact the use of satellite broadband in the longer term.
We expect capacity and take-up of these services to increase during the review period.
However, we do not expect they will increase to such an extent (or with sufficient certainty)
that they will emerge as a mass-market substitute for fixed broadband services during the
review period. Therefore, based on the evidence currently available to us and for the
reasons set out above, we conclude that satellite broadband is not in the WLA product
market.

Overall conclusion on wireless services

4.48

4.49

4.50

Prior to the publication of our March 2025 Consultation, we gathered evidence to
understand ISPs’ and WLA providers’ views of the competitive constraint that broadband
services delivered over wireless technologies exert on those delivered over wired
connections. There is limited evidence from providers, but the evidence we have suggests
providers consider the competitive constraint on fixed access is likely to be limited.>*® None
of the feedback from stakeholders in response to our consultation contradicted this.

We consider that wireless technologies will play an increasingly important role in delivering
broadband services to some consumers, particularly in hard-to-reach areas. However,
based on the evidence available to us, we consider it unlikely they will emerge as a mass-
market substitute for fixed broadband services during the review period. Awareness and
take-up of broadband services delivered over wireless technologies remains relatively low
compared to that of fixed access broadband. In addition, currently the maximum available
speeds are not comparable to what fixed broadband services can offer, and we think this is
likely to be the case throughout the review period. We therefore do not expect that, during
this review period, a sufficiently large number of consumers would be willing and able to
switch to wireless services in response to a SSNIP by a hypothetical monopolist of fixed
broadband, in order to prevent such a SSNIP from being profitable.

Based on the evidence set out above, and the stakeholder feedback we received in
response to our March 2025 Consultation, we do not extend the product market to include
wireless technologies.

Leased lines as a substitute for broadband

4.51

We do not include any leased line services in the WLA product market.>*°

357 Ofcom. 19 November 2025. Connected Nations 2025. Page 18.

358 For example, [3<] indicated that due to [¥<], see [3<] response dated [$<] to s135 notice dated [3<],
question [3<]. In addition, [$<] indicated that [3<], see [3<] response dated [3<] to s135 notice dated [3<],
question [3<]. [¥<] also indicated that [3<], see [3<] response dated [<] to s135 notice dated [$<], question
[3<]; and that [<], see [<] response dated [3<] to s135 notice dated [<], question [3<].

359 As described and defined in more detail in Volume 2, Section 5.
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4.52 We expect that residential consumers will not see leased lines or leased line equivalent
services as a substitute for broadband, given that these services are in general priced
significantly above broadband services and offer many features they may not need.**° Most
businesses that currently take broadband services are also unlikely to see leased lines as a
substitute for similar reasons.**' We therefore do not expect significant switching to leased
lines or leased line equivalent services in response to a SSNIP of broadband services.

4.53 On the supply side, the geographic location of networks built to solely provide traditional
point-to-point leased lines is often different to those which also (or only) provide
broadband services.?*? Access networks which only supply leased line services generally
locate access points near a business district and extend the network to the end-user in
response to a retail order. They tend not to focus on covering residential premises and
small businesses, which are often located in different geographic areas.>®® Therefore, they
are unlikely to be able to rapidly deploy broadband to homes in response to a SSNIP of
broadband services, as they would need to construct an access network covering residential
premises. In addition to any costs that leased line providers would need to incur to
construct an access network for the provision of broadband, there may be additional
barriers to overcome in order to actually supply and compete in the WLA market.3** [3<].3%°

4.54 In theory, it may be easier for leased line networks to provide broadband services to
businesses where they are already connected to those business sites. However, given that
they have existing leased line connections, these sites are likely to demand leased line
services rather than broadband services.?*° In any case, demand for broadband services
from those businesses is likely to account for only a small proportion of overall demand for
broadband services, and therefore unlikely to constrain a hypothetical monopolist of all
WLA services from profitably sustaining a small price rise.

360 For examples, see Volume 2, Section 2.

3611t is possible that over time, as demand for their own services increases, business customers may migrate
from a residential grade service to a leased line service. However, this migration would arise because
broadband services no longer meet their needs, rather than in response to a small change in the price or
quality of the broadband products.

362 Under the hypothetical monopolist test framework, we are considering the constraints on a potential
hypothetical monopolist of all networks built for the provision of broadband services. Therefore, here we focus
on the ability of a network focused solely on providing leased lines to substitute providing broadband services.
We acknowledge that in practice some networks are designed to supply both broadband services and leased
lines.

363 As we discuss in Volume 2, Section 2, and Volume 2, Section 5, we understand that some providers are
supplying symmetric bandwidth services with uncontended capacity over symmetric PONs (such as XGS-PON),
which have quality of service parameters similar to point-to-point leased lines. However, the same geographic
limitations on extending to residential premises are likely to apply where that network has initially been
designed solely to serve leased lines demand.

364 See below for further explanation of the barriers to entry and expansion faced in the provision of WLA
services.

365 See [3<] response dated [3<] to s135 dated [3<], question[$<], [¥<] response dated [3<] to s135 dated
[3<], question [2<], [3<] response dated [3<] to s135 dated [<] question [3<], [¥<] response dated [3<] to
s135 dated [$<], question [2<] and [$<] response dated [3<] to s135 dated [<], question [3<].

366 A leased line customer is unlikely to switch to a broadband service. See Volume 2, Section 5.
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Our conclusions on product market definition

4.55 We have decided that there is a single product market for the supply of WLA at a fixed
location which includes all fixed networks and speeds, and residential and business services.

Geographic market definition

4.56 In this section we set out the evidence, analysis and reasoning we have undertaken to reach
our geographic definitions for the WLA market for the 2026-31 market review period. In
Annex 3 we discuss our methodology for assessing altnets’ network coverage and WLA
market shares in more detail.

Background

4.57 In the WFTMR21 statement we identified two geographic markets for WLA for the purposes
of making a market power determination:

a) WLA Area 2: postcode sectors in which there is, or there is likely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks; and

b) WLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential
for, material and sustainable competition to BT in the commercial deployment of
competing networks.

4,58 To determine the boundaries of WLA Area 2 and WLA Area 3, we looked at altnets’ business
plans, altnet business models (e.g. wholesale vs retail), stakeholders’ views and BT internal
documents, and concluded that the likely competitive constraint on BT posed by each of
VMO?2 and CityFibre was clearly an order of magnitude different from that posed by the
other smaller altnets.

4.59 As such, we assessed that only areas of CityFibre and/or VMO2 presence (existing or
planned) provided the potential for material and sustainable competition to BT for WLA
services (Area 2). This resulted in the areas set out in Table 4.2.

Table 4.2: Size of Area 2 and Area 3 in WFTMR21 statement3®’

m Postcode sectors % of UK premises

2 6,079 70.2%

3 4,021 29.8%

Source: Ofcom. 18 March 2021. Statement: Promoting investment and competition in fibre networks —
Wholesale Fixed Telecoms Market Review 2021-26. Volume 2, page 136.

4.60 We also considered defining an ‘Area 1’ market, where there are at least two established
rival networks to BT. Although we identified a small number of areas that had seen
investment by two rivals to BT, we considered that competition was not yet sufficiently well
established in those areas to differentiate them from Area 2. We did not therefore define
an Area 1 market.

367 Excluding the Hull Area.
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Our proposals

4.61

4.62

4.63

In the March 2025 Consultation, we proposed to define two geographic markets for the
provision of WLA services, consistent with the WFTMR21:3¢®

a) WLA Area 2: postcode sectors in which there already is, or there is likely to be potential
for, material and sustainable competition to BT in the commercial deployment of
competing networks;*® and

b) WLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential
for, material and sustainable competition to BT in the commercial deployment of
competing networks.

We proposed to define Area 2 by reference to the existing and planned footprint of any
provider planning to cover at least 50,000 premises by 2031.37° As we explained in the
March 2025 Consultation, we were of the view that the proposed change to our previous
approach reflects how competitive conditions have evolved since 2021 and how they are
likely to develop during the 2026-31 review period.?”*

In the March 2025 Consultation, we also considered whether to define an ‘Area 1’ market
where competitive conditions are appreciably different from our proposed Area 2 and Area
3. Although we identified candidate postcode sectors, we considered that competition was
not yet sufficiently well established in those postcode sectors to differentiate them from
Area 2, and therefore we did not propose to define an Area 1 market.?”?

Stakeholder responses

4.64

In this section we set out the responses we received from stakeholders on our proposed
geographic market definition.

Our approach to geographic market definition in WLA

Market reviews are forward-looking

4.65

Openreach suggested that the approach outlined in the March 2025 Consultation was not
sufficiently forward-looking and placed too much weight on current market shares.?’3 374 37>
378 |n particular: in relation to the WLA market, Openreach said in defining the market, we
had not considered a range of structural and behavioural factors that shape competition

368 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Paragraph 4.41.

369 |n the rest of this volume, for convenience and ease of reading, we sometimes use the shorter formulation
“there is the potential for”.

370 As opposed to the presence of VMO2 and/or CityFibre that we used to draw the boundaries of Area 2 in the
WFTMR21.

371 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Paragraph 4.42.

372 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Paragraph 4.43.

373 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 23. Paragraph 67.

374 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 8-9. Paragraphs 11-17.

375 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local

Access market - slide deck Jan 2026.. Page 3 and 8.
376 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 11-15. Paragraphs 24-36.
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conditions. *’” Openreach pointed to rapid growth in altnets’ footprints, changes in altnet
take-up, reports of potential consolidation and the impact of wholesale agreements as
evidence that this is a rapidly evolving market, requiring forward-looking analysis.?’® 37°
Openreach recommended using updated Connected Nations figures on build and take-up,
as well as evidence on recent developments in the wholesale market, 32 38!

We distinguish between areas that have the potential for competition from areas where this

potential is unlikely

4.66 We received a number of responses relating to certain aspects of our conceptual approach
to defining geographic markets.

4.67 INCA and Gigaclear consider that market definition should be rooted in where competition
is economically viable, not the likelihood of emergence of competition to BT.3% 38 INCA
noted that BDUK funded build, which is distributed across Areas 2 and 3, is an indicator of
areas that are unlikely to financially support network competition, which would make these
areas good candidates for Area 3.3

4.68 Competition in wholesale markets relies on the presence of networks with the ability or
potential to sufficiently overcome barriers to entry and expansion. Openreach commented
that our approach to assessing competitive conditions was too simplistic. In relation to the
WLA market, Openreach claimed that our approach focused too narrowly on the current or
planned presence of certain networks (those that belong to current or potential material
and sustainable competitors), without considering a range of structural and behavioural
factors that shape competitive conditions.3% 8¢

Identifying areas with actual or potential material and sustainable competition
4.69 BT and Openreach commented on the competitive strength of specific altnets.

4.70 BT and Openreach highlighted that Community Fibre, which we provisionally considered to
be a potential (but not current) material and sustainable competitor, has recently made
significant progress in securing take-up and advancing towards sustainability. Openreach
stated that Community Fibre is a “clear and well-established scale competitor” in London,
citing its 1.3m premise footprint, its wholesale agreement with Vodafone and ~30% take-up

377 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 20-21. Paragraph 52-59.

378 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 11-15. Paragraphs 24-36.

379 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026. Page 3 and 8.

380 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 9. Paragraph 16.

381 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 16. Paragraph 40.

382 INCA response to TAR26 March 2025 Consultation. Pages 45-46. Paragraph 180

383 Gigaclear response to TAR26 March 2025 Consultation. Paragraphs 17-20.

384 INCA response to TAR26 March 2025 Consultation. Pages 48. Paragraph 192.

385 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 20-21. Paragraphs 52-59.

386 |n the section setting out our reasoning on WLA geographic market definition we explain that we consider a
range of factors to determine which providers are, or have the potential to be, material and sustainable
competitors. We also explain that this is only the first step to defining geographic markets.
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across its network.®’ 3% On similar grounds, BT stated that Community Fibre is “achieving
local sustainability.3®°

4.71 Openreach stated that, as a wholesaler, CityFibre exerts a clear competitive constraint in its
footprint, pointing to Openreach line losses.3%°

472 INCA, VodafoneThree and VMO2 commented on our view that altnets with current or
planned coverage over 50,000 premises can become material and sustainable competitors
to BT through consolidation, while this is less likely for altnets with smaller footprints.

4.73 INCA argued that the 50,000-premise threshold was too simplistic, noting that
consolidation decisions are driven by additional factors such as shared investors, synergies
with BDUK contracts, and proximity of network assets than by scale alone.**

4.74 VodafoneThree considered the threshold too low. It stated that unlike routes to becoming a
material and sustainable competitor to BT that larger altnets have access to, potential
consolidation is more speculative. It noted that adding a network of 50,000 premises into a
larger footprint would not give an existing wholesaler the ability to pose a material
constraint to BT. Finally, it noted that acquiring and integrating an existing network takes a
minimum of 18 months, meaning the impacts of any consolidation would occur well into
the review period. According to VodafoneThree, the areas where there currently is or there
is likely to be potential for material and sustainable competition to BT consists of areas
covered by VMO2, CityFibre, Gigaclear, Hyperoptic, Community Fibre or
Netomnia/Brsk.3°% 393

4.75 VMO2 welcomed that we reflected the potential for consolidation in our analysis. However,
it stressed that smaller altnets with over 50,000 premises passed or planned are unlikely to
reach sustainability by merging with each other. Instead, it suggested that sustainability
could be achieved through merging with VMO2 or CityFibre.**

No Areal

4.76 nexfibre, Sky and PXC agreed with our assessment that there is currently no area where

competition is sufficiently well-established to differentiate it from the proposed Area 2.3%
396 397

387 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 16. Paragraph 40.

388 Community Fibre. 9 September 2025. Community Fibre announces continued customer growth. Accessed
29 January 2026.

389 BT Group response to TAR26 March 2025 Consultation. Box 2.1.

3%%0penreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026. Page 7

391 INCA response to TAR26 March 2025 Consultation. Page 47. Paragraphs 186-187.

392 |n light of the merger between Netomnia and Brsk we treat them as one entity with one network and refer
to the merged entity as Netomnia/Brsk.

393 VodafoneThree response to TAR26 March 2025 Consultation. Pages 10-11. Paragraphs 9-14.

394 Virgin Media 02 response to TAR26 March 2025 Consultation. Page 18. Paragraph 57. Page 20. Paragraph
64.

39 nexfibre response to TAR26 March 2025 Consultation. Main response. Page 9. Question 2.7

3% Sky response to TAR26 March 2025 Consultation. Pages 3-4. Paragraphs 11-13.

397 PXC response to TAR26 March 2025 Consultation. Page 3. Paragraphs 2.1-2.4.
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4.77 INCA also agreed with our assessment and submitted that it is important that Ofcom
provides transparency on the parameters it considers to identify an Area 1.3%

4.78 VMO2 recognised that there is some geographic variation in BT’s market share across
postcode sectors but argued that it would be premature to assume that current trends
would persist. Therefore, it agreed with Ofcom’s conclusion that there is no Area 1.3%°

4.79 PXC agreed that there is no Area 1. In support, it cited actual and expected market shares,
the prevalence of retail-only altnets that can only pose an indirect constraint to BT and the

fact that many altnets still have a relatively small footprint.*®

4.80 Sky highlighted that uncertainty around altnet consolidation means it is uncertain that

there will be an Area 1 over the course of the review period.***

4.81 Openreach stated that Ofcom had based its decision to not define a separate geographic
Area 1 on a preliminary view of SMP, which reversed the correct analytical sequence. It
pointed to Ofcom’s use of market share data and its consideration of the constraint to BT in
the absence of regulation as evidence of this reversed analysis. %

4.82 Openreach also stated that postcode sectors where two rivals to BT (BT+2) are present
should form a separate Area 1. It claimed this is because competition in BT+2 is stronger
than elsewhere in Area 2. In support, it cited BT’s lower market share in BT+2 compared to

the rest of Area 2 and claimed prices are lower where two rivals are present.*%

4.83 Openreach further stated that recent and ongoing network expansion and the likely impact
of potential wholesale agreements and consolidation, means that current evidence likely
understates the competitive impact of rivals to BT in BT+2 over the review period. The
report states that the potential future developments in BT+2 provide a strong reason to

define BT+2 as a separate Area 1 geographic market.*%

4.84 Similarly, Openreach provided evidence that showed that the number of postcode sectors
with 2 or more rivals to BT grew between March and September 2025, that BT’s market
share within BT+2 has declined, and that the number of postcode sectors where BT’s
market share is below 50% has grown between March and September 2025. It stated that
this evidence provides grounds to define an Area 1 today. In addition, it submitted that this
data points to a trend that should be considered as part of our forward-looking
assessment.*%® 4%

398 INCA response to TAR26 March 2025 Consultation. Page 43. Paragraphs 169-174.

399 Virgin Media 02 response to TAR26 March 2025 Consultation. Page 26. Paragraph 86.

400 pXC response to TAR26 March 2025 Consultation. Page 3. Paragraphs 2.1-2.4.

401 Sky response to TAR26 March 2025 Consultation. Pages 3-4. Paragraphs 11-13.

402 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 15. Section 2.1.2.

403 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 17-19. Sections 2.2.1-2.2.2.

404 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 20-33. Section 2.4.

405 |t further mentioned that Ofcom’s Connected Nations report published in November 2025 shows that
over 12 months the proportion of residential premises with access to three or more networks has increased by
6 percentage points to 29% of all residential premises.

406 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026.. Page 4 and 6.
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Homogeneity of competitive conditions in Area 2

4.85 BT, Openreach and VodafoneThree disagreed with our view that Area 2 has sufficiently
homogenous competitive conditions to constitute a single geographic market. They were of
the view that the competitive conditions in our proposed Area 2 are too varied.*%7 408 409

4.86 In support of this claim, BT highlighted differences in network presence: it noted that while
some parts of Area 2 are served by at least three networks, others have only one active

network alongside future build commitments.*©

4.87 BT also pointed to price evidence, stating that retail prices in areas with three or more
networks are about 30% lower than in areas served solely by Openreach.*! 42 Openreach
highlighted similar patterns and further noted that retail prices from the same ISP can vary
depending on whether Openreach FTTP is available. It stated that this indicates clear
geographic variation in competitive conditions.*** 414

4.88 Openreach also argued the presence of specific operators give rise to differences in
competitive conditions.

4.89 It stated that postcode sectors where both BT and VMO?2 are present exhibit different
competitive conditions, citing VMO2's relatively higher take-up compared to other rivals

and the potential for wholesaling to amplify this effect.*'®

4.90 In addition, Openreach stated that CityFibre’s relatively large footprint and wholesale
agreements with major ISPs, creates different competitive conditions along CityFibre’s

network compared to where it is not present.*®

4.91 Based on its view that our 50,000 premises-threshold is too low and consolidation potential
too speculative, VodafoneThree stated that Area 2 has vast variations in the “potential” for
competition. It suggested that Area 2 can be considered to consist of Area 2a and Area 2b,
with different levels of certainty of the potential for competition for each. VodafoneThree
stated that Area 2 had expanded from the WFMTR21 to include areas covered by Gigaclear,
Hyperoptic, Community Fibre and Netomnia, in addition to VMO2 and CityFibre, but that
potential competition from smaller altnets remains more nascent and speculative.*'’

407BT Group response to TAR26 March 2025 Consultation. Page 3. Paragraph 1.10.

408 Openreach response to TAR26 March 2025 Consultation. Document 1. Page 36. Paragraph 105.

409 yodafoneThree response to TAR26 March 2025 Consultation. Page 10. Paragraph 9.

410 BT Group response to TAR26 March 2025 Consultation. Page 10. Paragraph 2.15.

411 BT Group response to TAR26 March 2025 Consultation. Pages 12-14. Paragraphs 2.24-2.28.

412 BT Group response to TAR26 March 2025 Consultation. Annex 3.

413 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Pages 17-18. Paragraphs 45-48.

414 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026.. Pages 9-10.

415 Openreach response to TAR26 March 2025 Consultation. Document 1. Pages 36-37. Paragraphs 107-111.
416 Openreach response to TAR26 March 2025 Consultation. Document 1. Page 38. Paragraphs 112-119. Pages
51-52. Paragraph 171.

417 yodafoneThree response to TAR26 March 2025 Consultation. Page 10. Paragraphs 9-14.
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Establishing the Area 2 and Area 3 market boundaries

4.92

4.93

4.94

Openreach stated that the use of postcode sector averages as the relevant geographic unit,
understates the impact of competition by including premises not yet covered by rivals. It
suggested using premises as the relevant geographic unit instead.*'8 49

Gigaclear stated that by basing its Area 2 and Area 3 market boundaries on the presence
and build plans of networks other than Openreach, Ofcom has wrongly assumed that
Openreach will build everywhere that can economically sustain one network.*?°

CityFibre*?* and Gigaclear®?? argued that our 50% coverage threshold for counting a
provider as being present in a postcode sector meant that a significant number of their
premises end up in Area 3, which they considered was not appropriate.

Our reasoning and decisions
Our approach to market definition in WLA

Market reviews are forward-looking

4.95

4.96

4.97

We have used our statutory powers to collect updated evidence from network providers,
ISPs, and other stakeholders on factors likely to shape market dynamics over the review
period. This evidence includes data on existing and planned build, internal documents
detailing stakeholders’ business models, information on potential future wholesale deals,
consolidation prospects and competitive strategies.

We use our regulatory judgment to take a view on likely developments over this review
period, taking into account this evidence.

There is inherent uncertainty in defining forward-looking geographic markets, particularly
during a dynamic period in which network competition is still developing. We have set out
our approach to defining markets in light of this uncertainty in Section 1 of this volume.

We distinguish between areas that have potential for competition to develop, and those that do

not

4.98

4.99

In line with a forward-looking assessment, we note that since 2021 there has been
significant investment by Openreach and other network operators in deploying new FTTP
networks. There is also further deployment planned after 2026, albeit slowing down from
the current pace.*?®* However, altnets are still in the process of establishing themselves,
with take-up of their services varying between providers and geographic areas.

Given that network competition is therefore still developing, in line with our proposed
approach in the March 2025 Consultation, we continue to distinguish markets where there
already is, or there is likely to be the potential for, material and sustainable competition,

418 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 19. Section 2.2.3.
419 We explain our reason for using postcodes sectors in Ofcom. March 2025. Consultation: Promoting
competition and investment in fibre networks: Telecoms Access Review 2026-31. Paragraphs 4.118-4.119.

420 Gigaclear response to TAR26 March 2025 Consultation. Pages 20-21. Paragraphs 75-80.

421 CityFibre response to TAR26 March 2025 Consultation. Pages 30-31. Paragraphs 3.14-3.18.
422 Gigaclear response to TAR26 March 2025 Consultation. Pages 27-28. Paragraph 103.

423 As confirmed by information we have gathered since the March 2025 Consultation.
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4.100

4.101

4.102

and markets where we believe this is unlikely. We base this assessment on the existing or
planned presence®?* of current or potential material and sustainable competitors.**

We then assess whether there are any areas that where competitive conditions are
sufficiently different so that they constitute a separate geographic market.

We therefore do not agree with INCA and Gigaclear that we should draw on BDUK areas to
draw our Area 2/3 boundaries.

BDUK funding does not determine whether long-term network competition is — or is not —
viable. For this review period, what matters is that BDUK helps funds commercial build, and
it is important that this network is reflected in our analysis. We recognise that some of
these areas may not support network competition in the longer term, but making such an
assessment is beyond the scope and time-frame of this review.*?

Steps we take to define geographic markets

4.103

4.104

4.105

4.106

Our approach to identifying areas within which competitive conditions are sufficiently
homogeneous for the purposes of defining geographic markets consists of three main steps.

First, as explained above, we distinguish between areas where there already is, or there is
likely to be potential for, material and sustainable competition. In order to identify these
areas, we assess where there are providers present that are or have the potential to
become material and sustainable competitors and, hence, in which areas there already is,
or there is the potential for, material and sustainable competition. This is a practical first
step in defining geographic markets, based on differences in competitive conditions over
the forward-look. This starting point provides us with an initial set of areas for which we can
then assess whether competitive conditions within them are sufficiently homogeneous.

Second, we assess whether competitive conditions in each of these areas are sufficiently
homogeneous to form distinct geographic markets, or whether appreciable differences
exist that justify defining additional separate markets.

Third, after defining the geographic markets, we explain how we allocate postcode sectors
to each market in practice.

Identifying actual or potential material and sustainable competitors

4.107

4.108

We begin our market definition exercise by identifying which networks exert, or have the
potential to exert, a material and sustainable competitive constraint. This is because we
expect that competitive conditions over the review period will differ in areas where these
networks are present (or plan to be present) compared to areas where they will not be
present.

Stakeholders have made specific comments about the extent of the constraint imposed by
particular competitors, and we have considered these comments. Whether providers are
current or potential material and sustainable competitors is relevant for the next step of
our assessment, in which we examine whether there are appreciable differences in
competitive conditions within the candidate geographic markets we have identified.

424 We describe how we have assessed presence further below.

425 As BT has a ubiquitous network (taking into account our product market definition), we assess competitive
conditions for the purpose of geographic market analysis by assessing the presence of other networks that
have the ability or potential to be material and sustainable competitors to BT.

426 For example, in some of these areas, there may be no other (existing or planned) network available except
Openreach’s legacy copper-based network, which will eventually be decommissioned.
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4.109

4.110

4.111

We assess sustainability alongside materiality of the constraint because both affect
competitive conditions. Competition depends not only on whether providers can compete
on price and quality to gain market share today, but also on whether they can continue to
do so over time. Sustainability is central to this: until a network has the ability to operate
viably and to continue offering competitive prices and quality in the future, uncertainty
remains as to whether any constraint it poses will persist.*?’

To make this assessment, we look at a number of factors which determine the actual or
potential competitive strength of different networks. These include:

a)

b)

d)

e)

f)

Business models: for example, wholesale altnets can pose a material direct constraint
at the wholesale level since these altnets can gain a large share of WLA demand by
winning deals with ISPs. In comparison, retail altnets provide more of an indirect
constraint to the wholesale level, through competition for end-users.

Scale of build: everything else being equal, a network with larger scale is likely to be a
more efficient and more effective competitor (e.g. due to economies of scale, greater
brand recognition). Moreover, they may be better positioned to win demand from
(large) ISPs, some of which may be less willing to integrate with smaller networks.

Level of take-up: a greater level of penetration (either current or future) can be one of
the indicators of a network’s competitive strength, since it evidences an ability to
attract and retain customers (i.e. provide competition). However, take-up is also critical
in its own right for a network’s ability to become a material and sustainable competitor.
For example, take-up means the networks are generating revenue which is necessary
for them to become sustainable companies (and therefore competitors) in the long
term. Future network build also relies on current and expected levels of take-up, as it
determines the investment case and is also important to raise further funding and
access existing debt facilities. In addition, due to the existence of economies of scale in
operating a network, a higher level of take-up would likely reduce altnets’ per line costs,
allowing them to compete more effectively (e.g. through sustainable lower prices).*?®
Current and future deals with ISPs: securing a deal to wholesale to an ISP who can
move its existing or new customers onto the altnet’s network can help strengthen the
competitive position of an altnet, as it is better placed to win significant volumes.**
Prospects of consolidation: consolidation may lead to an increase in scale and result in
a consolidated entity which may be able to exert a stronger competitive constraint in
the market than pre-consolidation.

Views on competition and consolidation: what BT, rival networks and ISPs believe
about competitors and consolidation is likely to inform their strategic decisions (e.g.
who do network operators consider to be key competitor(s), who do ISPs consider to be
the main credible alternatives, what do different network operators think about
prospects of consolidation, and how will they react to this?).

We consider all of these aspects in the round in order to form a view on whether certain
competitors are already, or are likely to have the potential to become, material and
sustainable competitors. This assessment does not hinge on any one particular indicator.
For example, take-up or market share does not on its own determine the materiality of the
constraint a network poses, nor does take-up in parts of the footprint necessarily evidence

427 We agree with Openreach that a network may gain this ability through consolidation, should consolidation
make the network sustainable.

428 For more detail on the importance of take-up see Volume 3, Section 1.

429 We discuss some of these factors in our SMP assessment below.
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that a network has become sustainable. Instead, it depends on the development of the
network as a whole, as indicated by a range of factors, rather than its performance on a
single indicator or in individual postcode sectors.

4.112 As detailed in the following paragraphs, we remain of the view set out in the WFTMR21
that VMO2 and CityFibre respectively exert, or are likely to have the potential to exert, a
material and sustainable competitive constraint. In addition, our assessment of the
evidence is that some other altnets also likely have the potential to exert a material and
sustainable constraint. In the following paragraphs, we set out this assessment in more
detail.

VMO2 and CityFibre respectively exert or are likely to have the potential to exert a material and

sustainable constraint

4.113 Inline with our conclusions from the WFTMR21, we conclude that, over the review period,
VMO2 will continue to be a material and sustainable competitor in WLA, and CityFibre is
likely to have the potential to become a material and sustainable competitor.

VMO2

4.114 VMO?2 is a material and sustainable competitor to BT:

a) VMO2 has an established network presence that covered around 18.8m premises in
December 2025%° 3! (and [3<] premises according to July 2025 information submitted
to Ofcom.**? VMO2 plans to expand to cover around [3<] premises by 2031, according
to July 2025 information submitted to Ofcom.*** VMO2 announced in 2021 that it
would be upgrading its HFC network to FTTP by 2028.%3* As of December 2025, VMO?2
and nexfibre’s combined FTTP coverage is approximately 7m premises.**

b) As of December 2025, VMO2 supplied around 5.7m broadband connections.*®

4.115 In addition, while VMO2 has so far focused on retail competition in broadband, it has stated
an intention to offer wholesale access on its own network outside of its retail group.*” **® It
is taking steps to enable offering this access, including:

a) [3<].%°

430 As discussed in the following paragraphs, due to the arrangements between them, we use the combined
VMO?2 and nexfibre data on coverage and active lines for the purpose of defining geographic markets.

41 Virgin Media 02. 18 February 2026. Virgin Media 02 Q4 2025 Financial Results. Accessed 18 February 2026.
432 Coverage figures may differ between providers’ reported figures and data submitted to Ofcom in July 2025
due to a number of factors, for instance continued build.

433 Network expansion is undertaken by nexfibre who is planning to cover a total of around [3<] premises by
2031. [3<] response to [$<], date [3<]. [3<] response to [$<], date [3<]. [$<] response dated [3<] to s135
notice dated [3<], question [$<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<].

3% Virgin Media 02. Virgin Media 02 bolsters future network with fibre upgrade plan. Accessed 6 March 2026.
435 ThinkBroadband. 19 February 2026. Exactly how much new fibre is Virgin Media 02/Nexfibre buying with
Netomnia? Accessed 24 February 2026. Virgin Media 02. 18 February 2026. Virgin Media 02 Q4 2025 Financial
Results. Accessed 6 March 2026. VMO2 has now started to make FTTP available to some of its existing HFC
customers. (For more details, see: ISP Review. 28 January 2026. Virgin Media Start Opening FTTP Upgrade
Areas to Existing UK Customers. Accessed 29 January 2026.

438 Virgin Media 02. 18 February 2026. Virgin Media 02 Q4 2025 Financial Results. Accessed 25 February 2026.
437 See nexfibre. 9 January 2025. network passes 2 million premises - nexfibre Accessed 6 March 2026.

438 Virgin Media 02. 17 September 2025. Virgin Media 02 brings together new team to challenge the fixed
wholesale market. Accessed 6 March 2026.

439 [3<] response dated [$<] to s135 notice dated [5<], questions [3<].
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b) Creating a dedicated Fixed Wholesale unit to consolidate consumer and business-facing
wholesale teams.**

4.116  However, currently VMO2 has not announced any wholesale agreement outside of its retail
group. The completion, terms and impact of any potential agreements therefore remain
uncertain.**

4.117  Potential future wholesale entry by VMO?2 also faces challenges. For example:

a) VMO2 [3<].%42 443

b) We also note that, as mentioned in Section 2, although VMO?2 is upgrading its network
to offer FTTP, and is the anchor tenant for nexfibre’s FTTP footprint, it is currently
offering HFC on the majority of its footprint. The evidence suggests that this may add
complexity to any future negotiations with other ISPs. For example, in its internal
documents, [3<].%4

4.118 Moreover, VMO2's presence in the retail market means that wholesaling is likely to lead to
some cannibalisation of its own customer and revenue base. This may be perceived as a risk
by ISPs (e.g. because VMO2 may advantage its retail arm in areas where it is competing
with ISPs***) and make VMO2’s network less attractive compared to other altnets.**®

4.119 While we consider that wholesaling by VMO2 has a strong potential to create an additional
form of direct competition in WLA, the evidence regarding the actual likelihood and impact
of VMO2 wholesaling is still limited. Therefore, we consider that, as a retail-focused
provider, VMO?2 currently poses an indirect constraint on BT.

4.120 Nonetheless, considering the evidence in the round, we conclude that VMO2 is a material
and sustainable competitor in WLA.

4.121 Asdiscussed in Section 2 of this volume, VMO2 and nexfibre have entered into an
agreement whereby nexfibre will carry out VMO2’s new network build (in areas where
VMO?2 is not already present) with VMO2 operating as a build partner.

4.122 VMO?2 and nexfibre are separate companies, and nexfibre can sell its services to other ISPs
and [3<].* In areas where nexfibre is or plans to be present, VMO2 will act as wholesale
customer of nexfibre (as the anchor tenant) and use nexfibre’s network to provide
broadband services.

440 ISP Review. 17 September 2025. Virgin Media UK Create Fixed Wholesale Broadband Unit for Consumer and
Business. Accessed 25 November 2025.

41 We note the publicly available details of the deal to acquire Substantial Group by Liberty Global, Telefonica
and InfraVia include terms relating to VMO2 buying wholesale access on the expanded nexfibre footprint
(which overlaps with VMO2's existing footprint). This deal is subject to regulatory clearance. VMO02. 18
February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion through their
existing joint venture, nexfibre. Accessed 26 February 2026.

42 13<]. [3<] response dated [3<] to s135 notice dated [<], question [<].

443 13<] response dated [$<] to s135 notice dated [5<], questions [3<].

444 13<] response dated [3<] to s135 notice dated [3<], questions [¥<]. In particular, in its internal documents
[3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [<].

45 We recognise that these risks may be mitigated by contractual clauses but agreeing such clauses may add to
the costs of dealing with VMO2.

46 We understand nexfibre and VMO2 intend to wholesale their networks to other ISPs together, but do not
consider this significantly affects the challenges to wholesaling we have identified. See nexfibre. 9 January
2025. network passes 2 million premises - nexfibre. Accessed on 6 March 2026.

47 13<] response dated [3<] to s135 notice dated [$<], question [5<]
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4.123 Due to the arrangement between them, we use the combined VMO2 and nexfibre data on
coverage and active lines for the purpose of defining geographic markets. In particular,
when we refer to the presence of VMO2, we mean VMO2 on the footprint that includes
nexfibre, unless otherwise specified.

4.124  In February 2026, the owners of the VMO2 network (Liberty Global and Telefonica), and
InfraVia, agreed to acquire Substantial Group (including the Netomnia network footprint
and retail brands YouFibre and Brsk) through their existing joint venture, nexfibre. As the
deal is not yet complete and subject to regulatory approval, we continue to consider the
Netomnia network footprint as separate from VMO2/nexfibre.**

CityFibre

4.126 Since the WFTMR21, CityFibre has continued to expand its footprint (including through
acquisitions), it has won BDUK contracts and is gaining take-up through wholesale deals
with ISPs.**° On the basis of the latest evidence that is available to us, we find that:

a) CityFibre has a network that covers around 4.7m premises as of the end of 2025.%°

b) CityFibre has stated an ambition to reach around 8 million.*** It has publicly noted a
strategic shift from a primarily organic build to relying on participation in the BDUK
programme and acquisitions for further growth.*>?

c) It has acquired a number of altnets including Connexin,** and is in (or has had)
discussions with others, including [$<].4°% #°° [3<].4°¢

d) As of the end of 2025, CityFibre supplied around 848,000 consumer broadband
connections and expects to supply [<] broadband connections by the end of the
review period.*’ 48

e) CityFibre has entered into wholesale agreements with all of the large independent ISPs,
and many smaller ones.**°

4.127 Openreach stated that, as a wholesaler, CityFibre exerts a clear competitive constraint in its
footprint, [3<].%¢° We recognise that since our March 2025 consultation, CityFibre’s ISP
partnerships have strengthened its potential to substantially increase its take-up, including
the wholesale agreement with Sky that has gone live. Sky has started to migrate customers

448 YMO2. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion
through their existing joint venture, nexfibre. Accessed 26 February 2026.

449 CityFibre. 20 January 2025. Full speed ahead: CityFibre's build nhow underway in all Project Gigabit areas.
Accessed 2 March 2026.

450 We note that CityFibre distinguishes between 4.7m premises passed by their network, 4.5m premises that
are ‘ready for service’, and CityFibre’s RFS consumer footprint of 4.15m premises. CityFibre. 22 January 2026.
CityFibre delivers record performance in 2025. Accessed 29 January 2026.

451 CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 29 January 2026.

452 CityFibre. 11 February 2025. CityFibre delivers first full year of profitability, with Sky to launch in 2025.
Accessed 29 January 2026.

453 Connexin. 24 March 2025. CityFibre acquires Connexin’s full fibre infrastructure in strategic agreement.
Accessed 29 January 2026.

454 [3<].

455 [3<] response dated [3<] to s135 notice dated [$<], question [3<].

456 [3<] response dated [$<] to s135 notice dated [<], question [<].

457 CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 29 January 2026.

458 [3<] response dated [$<] to s135 notice dated [<], question [<].

459 13<] response dated [$<] to s135 notice dated [<], question [<].

460 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026. Confidential version. [3<].
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to CityFibre, resulting in an increase in CityFibre’s take-up to over 20% across its FTTP
consumer footprint.*®* We consider that CityFibre’s ISP agreements strengthen its ability to
exert a competitive constraint in WLA.

4.128 However, we do not think that CityFibre’s agreements have persisted for a long enough
period for CityFibre to have become a sustainable competitor. While the agreements have
resulted in increased take-up, this has only recently materialised and any increases in take-
up are starting from a relatively low base.*®? In addition, CityFibre is still in the process of
expanding its footprint and connecting customers, which requires substantial funding.

4.129 There also remains uncertainty around whether these higher (and increasing) volumes and
the associated revenues will necessarily persist in the future, especially in the absence of
regulation. For example:

a) [3<], and [3<].463 464
b) CityFibre [3<].%%°

4.130 Therefore, we consider that CityFibre has clear potential to become a material and
sustainable competitor, but there remains uncertainty about its competitive position over
this review period in the absence of regulation. In reaching this conclusion we are aware of
the fact that Cityfibre’s take-up, and therefore its market share, is higher in some parts of
its footprint than in others. As explained above, this is consistent with a network that is
developing its competitive strength, but not in itself indicative of the materiality of the
constraint, or whether the network has become sustainable overall.

Other altnets are also likely to have the potential to exert a material and sustainable constraint

4,131 Since 2021, the market has evolved and a number of additional altnets have reached a
considerable amount of network coverage, have gained take-up and have the potential to
further strengthen their market position by extending their network, increasing their sales
and/or implementing deals with ISPs.

4.132 By way of example, we highlight four altnets in this position (CityFibre and nexfibre are
discussed above).*® These are Gigaclear, Hyperoptic, Community Fibre and Netomnia/Brsk
and we observe the following:*®’

a) The current coverage of these four altnets ranges between approximately 0.6m
(Gigaclear) and 3m (Netomnia) premises.*®® Their planned coverage ranges between

461 CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 29 January 2026. Take-
up exceeds 20% across CityFibre’s RFS consumer footprint of 4.15m.

462 CityFibre had take-up of around 12.6% across its RFS consumer footprint of 4.1m by the end of 2024. See:
CityFibre. 11 February 2025. CityFibre delivers first full year of profitability, with Sky to launch in 2025.
Accessed 4 March 2026.

463 13<] response dated [$<] to s135 notice dated [<], question [<].

464 13<] response dated [$<] to s135 notice dated [<], question [<].

465 13<] response dated [$<] to s135 notice dated [<], question [$<].

466 These four altnets have been identified to better illustrate the type of evidence we have considered.
However, we believe there are other altnets with a similar market position.

467 We note recent reports about the position of Gigaclear. (See: ISP Review. 19 January 2026. Creditors
Allegedly Set to Take Control of Rural UK Broadband ISP Gigaclear. Accessed 24 February 2026.) What this
means for the future of Gigaclear is uncertain. In any case, we consider that Gigaclear would have the
potential to become a material and sustainable competitor through consolidation (for reasons set out in the
next section), if not on its own.

468 Approximate information basis on operators’ reports. Operators’ reported premises counts draw on data
from 2024 or 2025. Premises bases may also vary, for instance some operators report premises passed or

91


https://cityfibre.com/news/cityfibre-delivers-record-performance-in-2025
https://cityfibre.com/news/cityfibre-delivers-first-full-year-of-profitability-with-sky-to-launch-in-2025
https://www.ispreview.co.uk/index.php/2026/01/creditors-allegedly-set-to-take-control-of-rural-uk-broadband-isp-gigaclear.html
https://www.ispreview.co.uk/index.php/2026/01/creditors-allegedly-set-to-take-control-of-rural-uk-broadband-isp-gigaclear.html

[3<] premises by 2031.%¢° Taken together this group of altnets currently cover up to 7m
premises.*”’° The sum of their individual expansion plans indicates planned coverage of
[3<] premises by 2031.47* 472

b) The current take-up of these four altnets ranges between [3<].*’2 Taken together these
four altnets account for a significant number of active FTTP lines ([<]).4*

¢) Community Fibre has been successful in securing and implementing a wholesale
agreement with VodafoneThree.*’* It has also signed an agreement with PXC.*7®

d) [$<] has been engaging with [5<].4”’

e) Hyperoptic says it is the largest UK retail only altnet.*”®

4.133 This indicates that a range of altnets — the four discussed above and others with a similar
market position — can compete with BT by winning end-users’ or ISPs’ demand in the areas
where they are present.

4.134 However, we consider these altnets are not yet current material and sustainable
competitors. Several factors limit their current impact, which may vary across providers.
These include the need to build further scale, secure and implement agreements with ISPs,
and increase customer take-up. To exert a sustainable competitive constraint, they also

premises ready for service. Gigaclear response to TAR26 March 2025 Consultation. Page 1. Paragraph 2.
Netomnia. 28 January 2026. Netomnia, YouFibre, brsk Annual Results 2025. Accessed 13 February 2026.
Community Fibre announces continued customer growth. 9 September 2025. Accessed 13 February 2026.
Hyperoptic. 29 September 2025. Hyperoptic continues to demonstrate strong growth and network expansion
in 2024. Accessed 13 February 2026.

469 13<] response to [<], dated [5<]. [¥<] response to [3<], dated [3<]. [3<] response to [<] dated [3<]. [¥<]
response to [2<] dated [3<]. [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [3<]
response dated [3<] to s135 notice dated [$<], question [3<]. [3<] response dated [3<] to s135 notice dated
[3<], questions [3<]. [¥<] response dated [3<] to s135 notice dated [2<], questions [<].

470 Gigaclear response to TAR26 March 2025 Consultation. Page 1. Paragraph 2.

Community Fibre. 9 September 2025. Community Fibre announces continued customer growth. 9 September
2025. Accessed 13 February 2026.

Hyperoptic. 29 September 2025. Hyperoptic continues to demonstrate strong growth and network expansion
in 2024. Accessed 13 February 2026.

Netomnia. 28 January 2026. Netomnia, YouFibre, brsk Annual Results 2025. Accessed 13 February 2026.

471 13<] response to [$<], dated [<]. [¥<] response to [3<], dated [3<]. [3<] response to [3<] dated [3<]. [3<]
response to [$<] dated [3<]. [$<] response dated [3<] to s135 notice dated [<], questions [3<]. [<]
response dated [3<] to s135 notice dated [3<], question [<]. [<] response dated [3<] to s135 notice dated
[3<], questions [3<]. [3<] response dated [3<] to s135 notice dated [<], questions [3<].

472 This figure reflects the arithmetic sum of the altnets’ individual coverage plans and does not account for
potential overlap between networks.

473 Ofcom calculations based on Connected Nations data. [$<] response to [$<], dated [$<]. [¥<] response to
[3<], dated [3<]. Netomnia. 28 January 2026. Netomnia, YouFibre, brsk Annual Results 2025. Accessed 24
February 2026. Community Fibre. 29 January 2026. Community Fibre announces record revenue growth.
Accessed 29 January 2026.

474 Ofcom calculations based on Connected Nations data. [3<] response to [3<], dated [$<]. [5<] response to
[¥<], dated [3<]. Netomnia. 28 January 2026. Netomnia, YouFibre, brsk Annual Results 2025. Accessed 24
February 2026. Community Fibre. 29 January 2026. Community Fibre announces record revenue growth.
Accessed 29 January 2026.

475 Community Fibre. 12 June 2025. Community Fibre announces strategic wholesale agreement with
VodafoneThree. Accessed 29 January 2026.

476 pXC. 18 November 2025. Community Fibre partners with PXC to continue upscaling its fibre services for
customers. Accessed 29 January 2026.

477 13<] response dated [3<] to s135 notice dated [$<], question [5<].

478 Hyperoptic response to TAR26 March 2025 Consultation. Page 5.
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4.141
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need to ensure that the impact of any such agreements or increased sales and take-up is
sustained over time.

BT noted in its response to the March 2025 Consultation that, in its view, Community Fibre
is achieving local sustainability.*”° Openreach commented that Community Fibre is a “clear
and well-established scale competitor to Openreach” in London, citing its 1.3m premise

footprint, its wholesale agreement with Vodafone and take-up of around 30%.%°

We recognise Community Fibre’s strong retail performance and recent wholesale
agreements, resulting in take-up reaching just under 32% across its footprint.*®* However,
as explained above, our assessment of whether a network exercises, or has the potential to
exercise, a material and sustainable competitive constraint does not rely on take-up alone.
In Community Fibre’s case, both the growth in its retail base and the effects of its wholesale
agreement with VodafoneThree remain recent, and therefore its path to becoming a
material and sustainable competitor cannot be assumed to be certain absent regulation.*?

[3<].%82

Looking ahead, we consider that Community Fibre, the altnets listed above and those with a
similar market position have the potential to become material and sustainable competitors
as they expand coverage, increase take-up, and deepen wholesale partnerships

Therefore, we believe that there is a range of altnets which have the potential to exert a
material and sustainable constraint.

There are also many other altnets which are comparatively smaller and are likely to face
greater challenges to become sustainable competitors by winning end-users or ISP demand
in the areas where they are present.

Many of these altnets are planning to build new networks or to extend existing networks,
often in less densely populated areas. In particular, their (current or expected) footprint is
significantly smaller and often targets less densely populated areas where build costs are

higher and potential customer demand lower.*

This suggests that these smaller altnets are less likely to pose a material and/or sustainable
competitive constraint, even when taken together. However, the evidence we have seen
indicates that altnet consolidation could significantly strengthen the competitive
positioning of these smaller altnets (e.g. by incorporating them into an existing larger
network or by creating an additional large network, where there is limited network overlap
between the parties), such that they become material and sustainable competitors. We
discuss the competitive impact of potential consolidation in the next section.

479 BT Group response to TAR26 March 2025 Consultation. Box 2.1.

480 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 16. Paragraph 40.

481 Community Fibre. 29 January 2026. Community Fibre announces record revenue growth. Accessed 29
January 2026.

482 Take-up reached 25% at the end of 2024, sitting at 17.2% in 2023 (ISP Review. 23 May 2025. Full Fibre
Broadband ISP CommunityFibre Grows UK Take-up to 25 Percent. Accessed 2 February 2026).

483 13<] response dated [$<] to s135 notice dated [<], question [$<].
484 For example, [¥<]. [3<] response dated [5<] to 5135 notice dated [3<], question [3<].
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Altnets also have the potential to become material and sustainable competitors through

consolidation

4.143 Defining geographic markets requires us to consider expected or foreseeable developments
and assess whether these are likely to affect competitive conditions over the 2026-31
review period.

4.144 We have therefore examined evidence on prospects of consolidation with a view to
assessing the likely impact on competitive dynamics over the review period (rather than
trying to forecast specific market acquisitions or mergers).*®

4.145 The evidence gathered for our March 2025 Consultation and subsequently continues to
indicate that there is consensus that the market is highly fragmented. Some consolidation
has already occurred*®, and internal documents we have gathered from operators*’ and
publicly available reports*® consistently support the view that this is likely to continue.*®

4.146  Our review of network operators’ internal documents and business plans indicate that
some network operators (specifically [3<]) are actively considering options for
consolidation and are engaging in exploratory discussions with potential targets. For
example:

a) Initsinternal documents [3<] monitors a variety of altnets for acquisition and discussed
a range of altnets including [3<] as a potential acquisition target.*°

b) [3<] periodically updates its list of acquisition targets. In the latest version [3<].

c) [3<] submitted initial offers for the acquisition of various altnets, such as [3<] and had
been engaging with [3<].49% 4%3

491

4.147 While the exact timing and form of consolidation remains uncertain, this evidence suggests
that there is likely to be some consolidation during the review period. Although the actual
impact on competitive conditions will depend on the specifics of the consolidation event,
we consider consolidation could materially affect competition in WLA. This could be, for
instance, where two (or more) networks have limited existing overlap and the acquisition
target is incorporated into an existing larger altnet, or the altnets are of similar size and

85 1n other words, we do not need to conclude on the exact nature and timing of consolidation events but only
assess whether (and where) altnet consolidation is a foreseeable market development and, if so, whether the
potential for consolidation to happen in the foreseeable future is likely to materially affect competitive
dynamics over the review period.

485 For example, the 2024 merger between Netomnia and brsk, see: Netomnia. 15 June 2024. Netomnia and
brsk to merge creating the second largest altnet in the United Kingdom. Accessed 6 March 2026. Similarly,
Community Fibre announced its acquisition of Box Broadband in 2021, see: Community Fibre. 11 August 2021.
Community Fibre announces acquisition of Box Broadband. Accessed 6 March 2026.

87 For example, [¥<] considers it likely that the market will either consolidate around three players (namely,
Openreach, VMO?2 and CityFibre) or around one scale competitor to Openreach (namely, VM02). [3<]
response dated [3<] to s135 notice dated [$<], question [3<]. [3<] considers consolidation as inevitable [3<]
response dated [3<] to s135 notice dated [$<], question [<].

488 |SP Review. 30 October 2024. Enders Analysis Finds 20 Largest UK Altnet BT Rivals Lost £1.3bn in 2023.
Accessed 6 March 2026.

489 As noted above, in February 2026, the owners of the VMO2 network and InfraVia agreed to acquire
Substantial Group through their existing joint venture, nexfibre. The deal is not yet complete and subject to
regulatory approval.

490 13<] response dated [$<] to s135 notice dated [<], question [<].

#113<] response dated [$<] to s135 notice dated [<], question [<].

492 13<] response dated [$<] to 5135 notice dated [<], question [<].

493 13<] response dated [$<] to s135 notice dated [<], question [$<].
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merge to create a single larger network with greater potential to become a material and
sustainable competitor. Therefore in the WLA market, a wide range of networks have the
potential to become material and sustainable competitors on the basis of consolidation.***

4.148 Even absent actual consolidation, we consider that the fact that consolidation could happen
is likely to have an impact on the strategic behaviour of WLA network operators and
therefore affect competitive conditions over the review period. In particular, the evidence
indicates [5<].%%°

4.149 Overall, we believe this evidence indicates that prospects of consolidation represent a
foreseeable development which is likely to materially affect competitive conditions over the
course of the review period.

4.150 We have therefore sought to reflect the potential for consolidation to occur when
identifying areas where there is potential for material and sustainable competition to
develop. We consider this is appropriate for the purposes of geographic market definition,
but note that the actual impact of any particular consolidation event on competitive
conditions will depend on the specific details, including the market position and geographic
location of the relevant parties (and cannot always be assumed to be positive).

Size of network as an indicator of likely prospects for consolidation

4.151 While this is clearly an inherently uncertain assessment, the evidence suggests that
coverage is a critical determinant of the attractiveness of an altnet as a potential acquisition
target. In particular, we have some evidence of the size of networks that are being
considered as acquisition targets.

4.152 For example, footprint size is mentioned as a key requirement in [3<]’s process of
identifying potential targets, with potential targets being generally above [3<] premises
passed.**® Similarly, [¥<] submitted that it would be unlikely to acquire an altnet with a
footprint of less than [3<] premises because of the costs of integration.*’

4.153 Inthe March 2025 Consultation, we proposed that altnets that currently cover or plan to
cover over 50,000 premises during the review period, are likely potential targets for
consolidation. In light of stakeholder responses about this 50,000 premises threshold, we
have considered additional and updated evidence on consolidation targets.

4.154  While [3<], we consider that the 50,000-premise threshold remains appropriate.*®® Recent
consolidation activity supports this view: we have seen consolidation of altnets with
network footprints that are slightly smaller than the [3<] premises requirement mentioned
by [<] and [¥<].

4.155 For example, CityFibre bought most of Connexin’s network at 80,000 premises passed.* In
addition, FibreNest was sold to OFNL/BUUK with around 54,000 premises passed.>® Setting

4% This differs to the position in the LLA market, where the potential impact of consolidation activity is much
more dependent on the identity of the merging parties. See Section 5.

49 Specifically, [3<]. [¥<] response dated [$<] to 5135 notice dated [3<], question [3<].

4% [3<] response dated [$<] to s135 notice dated [<], question [$<].

497 13<] response dated [$<] to s135 notice dated [<], question [$<].

4%8 [3<] response dated [$<] to s135 notice dated [<], question [<].

499 |SP Review. 24 March 2025. CityFibre to Acquire Connexin’s UK FTTP Broadband Network UPDATE.
Accessed 29 January 2026.

300 thinkbroadband. 14 May 2025. Persimmon Homes sells Fibrenest to BUUK/OFNL for £100m. Accessed 29
January 2026.
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the threshold at 50,000 therefore reflects the scale referenced by other operators while
also capturing recent market behaviour. We also tested different thresholds to assess their
effect on the geographic market boundary and found that even substantial changes, such as
doubling the premise threshold to 100,000, had no material impact on the proportion of
postcodes classified as Areas 2 and 3.°%

We acknowledge INCA’s view that other factors—such as commonality of investors,
synergies with BDUK contracts, and proximity of network assets—also influence
consolidation potential. While we agree these factors matter, the evidence from potential
acquirers and observed transactions indicates that scale remains a necessary condition for
meaningful consolidation.

In addition, we consider that the 50,000 premises threshold provides an objective and
transparent way to distinguish altnets with realistic prospects for consolidation from those
where such opportunities are limited. This does not imply that scale is the only
characteristic that matters, but it is a practical and evidence-based benchmark for assessing
consolidation potential.>%?

We acknowledge VodafoneThree’s view that there is uncertainty around consolidation and
that integration takes time, but disagree that this means our threshold relies on us
overestimating the potential competitive impact of consolidation during the review period.

First, we consider that the evidence above shows that despite uncertainty, altnets with over
50,000 premises passed could be candidates for consolidation.

Second, while integration may take time, some stakeholders provided us with integration
timelines that fit comfortably in the 5-year review period: for example, [3<] indicated that
[3<] integration [3<].°% Given that providers are currently engaged in discussions with
potential targets, we consider it is likely that we would see the impacts of these potential
consolidation activities during the review period.

Importantly, our assessment does not rely on, as VodafoneThree appears to have
suggested, a view that adding 50,000 premises to a provider’s network alone would make a
provider a material competitor. Rather, our view is that altnets exceeding the 50,000-
premises threshold could be consolidated into a network operated by a provider that is, or
could become, a material and sustainable competitor. It is also possible that several such
altnets could merge, thereby creating a material and sustainable competitor. On that basis,
the areas in which these altnets are present, or plan to be present, are locations with
potential for material and sustainable competition.

For similar reasons, we disagree with VMO?2 that consolidation could only result in a
material and sustainable competitor if an altnet were acquired by VMO?2 or CityFibre. As we
explain above, there are providers in addition to VMO2 and CityFibre that have the
potential to become material and sustainable competitors through routes other than
consolidation. Based on the evidence on consolidation, we consider that these providers

01 See Annex 3 for more detail.

02 As detailed in Annex 3, to conduct this assessment, we consider altnets’ coverage across the UK, including
the Hull Area. This is because we think the potential for an altnet to be considered as an acquisition target will
likely depend on their total coverage across the UK, including the Hull Area. However, as further detailed
below and discussed in Annex 3, we do not consider any build within the Hull Area for the purpose of
delineating the boundaries between Area 2 and Area 3.

303 [3<] response dated [3<] to s135 notice dated [$<], question [$<].
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4.164

might acquire other altnets. If this occurs, we are of the view that the merged entity could
be or have the potential to be a material and sustainable competitor.**

As such, we consider that altnets that currently cover, or plan to cover, over 50,000
premises during the review period are likely potential targets for consolidation. Areas in
which these altnets are present, or plan to be present, should be treated as areas in which
there is likely to be the potential for material and sustainable competition to develop.>%

There are other altnets who cover or plan to cover less than 50,000 premises by the end of
the review period. We recognise that these altnets play an important role in providing fibre
to rural areas and will continue to contribute towards the goal of providing fibre to most of
the UK. We also acknowledge that — notwithstanding our view of what the current evidence
indicates — some of these altnets may still consolidate with others. However, we are
required to identify markets based on expected or foreseeable developments that may
result in geographic differences (or similarities) in competitive conditions. For that purpose,
based on the evidence available to us, we think altnets who cover or plan to cover less than
50,000 premises are less likely to be considered attractive targets for consolidation and,
absent consolidation, we do not expect them to pose a material and sustainable
competitive constraint. Therefore, we have not used their footprint to determine where
there is likely to be the potential for material and sustainable competition to develop over
this review period.

Candidate geographic markets

4.165

4.166

4.167

4.168

4.169

4.170

In summary, we consider that VMO2 and CityFibre will respectively continue to exert, or
have the potential to exert, a material and sustainable constraint on WLA.

We have also identified additional altnets which — due to their potential scale and market
position — are likely to have the potential to exert a material and sustainable constraint on
WLA.

Other altnets are less likely to exert a material and sustainable constraint. However, the
evidence indicates that those who plan to cover at least 50,000 premises by 2031 may be
particularly attractive targets for potential acquisition or consolidation.

Overall, we consider that any areas where VMO2, CityFibre or any altnet covering at least
50,000 premises by 2031 is present or plans to be present should be treated as areas where
there already is, or there is likely to be potential for, material and sustainable competition
to BT.

We consider that in areas where neither VMO2, nor CityFibre, nor any altnets covering at
least 50,000 premises by 2031 are present, or plan to be present, there is not, and there is
unlikely to be potential for, material and sustainable competition to BT.

Therefore we consider that, over the review period, there will be appreciable differences in
competitive conditions between the following areas which we treat as candidate
geographic markets:

041t is also possible that two or several altnets, which on their own do not have the potential to become
material and sustainable competitors, form a larger altnet which does.

05 We detail how we identify these areas in practice below. However, we note that the results of our
modelling and as such the boundaries of the area where there is or there is likely to be potential for material
and sustainable competition would not change materially if we were to use, for example, a 100,000 threshold.
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a) WLA candidate Area 2: postcode sectors in which there is, or there is likely to be
potential for, material and sustainable competition to BT in the commercial deployment
of competing networks. In practice, this is made up of postcode sectors where there is
current or planned presence by at least one of VMO2, CityFibre or any altnet that plans
to cover at least 50,000 premises by 2031; and

b) WLA candidate Area 3: postcode sectors in which there is not, and there is unlikely to
be potential for, material and sustainable competition to BT in the commercial
deployment of competing networks. This would encompass any postcode sectors not
included in Area 2.

4.171 Inthe next sections we evaluate whether it is appropriate to further sub-divide these areas
before reaching our conclusion on geographic market definition. We first discuss our
assessment of WLA candidate Area 2, and then present our evaluation of WLA candidate
Area 3.

Homogeneity of competitive conditions in candidate Area 2

4.172 Inthis section, we evaluate whether the competitive conditions within candidate Area 2 are
similar enough for it to be considered a single geographic market, or whether conditions
differ appreciably within it such that we should sub-divide it.

4.173  We note that many stakeholders considered competitive conditions were sufficiently
homogenous within each of candidate Area 2 and Area 3. Allpoints Fibre, Advisory
Committee for Scotland, Consumer Scotland and the Scottish Government agreed with our
proposal that candidate Area 2 is a distinct geographic market and that there are no
separate geographic markets in addition to candidate Area 2 and candidate Area 3.°% In
addition, INCA, nexfibre, Sky and PXC noted that there is currently no area where
competition is sufficiently well-established to differentiate it from the proposed candidate
Area 2.°°” However, Openreach, in Annex 1 of its response, proposed several areas within
candidate Area 2 that, in its view, constitute additional, separate geographic markets, which
we consider below.

How we assess competitive conditions in candidate Area 2

4.174 Our candidate Area 2 consists of areas where there already is, or there is the potential for,
material and sustainable competition. This is a starting point from which we assess whether
competitive conditions within this area are sufficiently homogeneous to constitute a single
geographic market or if there are appreciable differences that warrant defining separate
geographic markets.* In this assessment, we consider competitive conditions in the
absence of current WLA remedies.””

306 Allpoints Fibre response to TAR26 March 2025 Consultation. Page 2. Paragraph 8. nexfibre response to
TAR26 March 2025 Consultation. Main response. Pages 6-8. Question 2.6. Advisory Committee for Scotland
response to TAR26 March 2025 Consultation. Page 4. Consumer Scotland response to TAR26 March 2025
Consultation. Page 6. Scottish Government response to TAR26 March 2025 Consultation. Page 2.

07 INCA response to TAR26 March 2025 Consultation. Page 43. Paragraphs 169-172. nexfibre response to
TAR26 March 2025 Consultation. Main response. Page 9. Question 2.7. Sky response to TAR26 March 2025
Consultation. Pages 3-4. Paragraphs 11-13. PXC response to TAR26 March 2025 Consultation. Page 3.
Paragraphs 2.1-2.4.

08 See our discussion of the approach we take to market definition above.

09 We referred to this in the March 2025 Consultation as the modified Greenfield approach. Openreach
submitted that we had misapplied the modified Greenfield approach and that it was not appropriate for us to
assess markets that are separated horizontally, as separate geographic markets are, in the absence of existing
ex ante regulation in those markets. We do not agree with that submission - see Volume 2, Section 1. In any
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4.175 We recognise that candidate Area 2 is broad and, as pointed out by BT, includes variations
in network presence, ranging from postcode sectors where two or more rivals to BT are
present, and postcode sectors that currently only have planned build by an altnet in
addition to BT.**°

4.176  However, we consider that counting the current number of network operators present in a
postcode sector is not, on its own, a good basis for identifying appreciably different
competitive conditions within WLA candidate Area 2 over the review period. This is for the
following reasons.

4.177  First, competitive conditions in the WLA market do not depend solely on the number of
rivals present in an area but also on their competitive strength, as indicated by their scale,
ability to win customers and their business model.!

4.178 Second, our assessment of competitive conditions is forward-looking, taking into account
expected or foreseeable developments that may affect competition in the market over the
review period.>*> We base our market definition on differences in competitive conditions
that are expected to be stable over that period, so that the boundaries drawn reflect
enduring competitive constraints as accurately as possible. Basing market definition on
temporary fluctuations in prices, take-up, or performance metrics would risk
mischaracterising competition over the review period and undermining regulatory
stability.”*?

4.179 Changes (either increases or, potentially, decreases) in the presence of networks and their
competitive position are likely to occur over the review period. Where and how these
changes will occur is uncertain, however.>** This is because:

a) The number of providers that are present in a postcode sector could change due to
entry (as planned build is completed) or exit (if a network is not acquired and exits the
market). The number of competitors could also change through consolidation (e.g.
where the consolidating entities have overlapping networks). Whether, when and
where this will occur is uncertain.

b) Consolidation could also change the identity of providers that are present in a postcode
sector, and their competitive strength.>® The extent, timing and location of

consolidation — as well as the impact on competitive conditions — is uncertain.>*®

event, regardless of the terminology used to describe the approach we have taken, we consider it to be
reasonable and logical for us to define geographic markets in the absence of current WLA remedies. To do
otherwise would risk introducing circularity into our market analysis and our regulation being self-defeating.
>10 BT Group response to TAR26 March 2025 Consultation. Page 10. Paragraph 2.15.

11 As we explain in more detail above, competitive strength depends on a range on a range of factors.

>12 \We explain how we do this in more detail where we set out our forward-looking approach to market
definition above and in Volume 2, Section 1.

>13VYMO2 and Liberty Global welcomed the regulatory stability that our proposed geographic markets in the
March 2025 Consultation provided. (Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraphs
65-71. Liberty Global response to TAR26 March 2025 Consultation. Page 1.)

>14 We discuss this in Volume 2, Section 1.

°15 See our discussion on the potential for consolidation above.

>16 For example, [3<] has pursued multiple acquisitions but [¥<] and [3<] has identified a “strategic shortlist”
of potential acquisition partners but [3<].( [3<] response dated [3<] to s135 notice dated [3<], question [$<],
[3<] response dated [3<] to s135 notice dated [3<], question [3<]).
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c) Providers that have not yet signed wholesale agreements with ISPs could gain
competitive strength and take-up by doing so.*” Which additional providers will be
successful in agreeing and implementing wholesale deals is uncertain.*®

d) Providers that have already signed wholesale agreements could see an increase in
competitive strength if those agreements result in continued increases in take-up.
Whether this will happen is uncertain.>*®

e) Conversely, it is possible that some providers could lose momentum, for example
providers could also lose volumes if ISPs place them elsewhere in the future,>?° or retail
altnets could struggle to win end customers.>*

4.180 Therefore, drawing geographic boundaries based on the current number of networks, or
their current competitive strength, without further investigation, risks misrepresenting
competitive conditions over the forward-look.

4.181 As set out above, competitive strength is likely to change over the review period, but the
direction, timing and scale of those changes are uncertain. In addition, current competitive
outcomes have developed under the existing WLA regulatory regime. These outcomes may
not be indicative of the level of competitive strength that providers would achieve in the
absence of or under different regulation, and in many cases could overstate the
competitive position that operators would otherwise have.

4.182 Therefore, we cannot assume that recent increases in competitive strength observed to
date will continue over the review period. They might continue or even increase for some
networks (should they agree and operationalise new wholesale agreements, for example).
This is still highly uncertain, however, and therefore we disagree with Openreach that
forward-looking market definition should extrapolate forward from recent trends,
especially given that these trends occurred with regulation in place which aims to promote
competition. For example, rising take-up on newly built networks does not necessarily
imply that similar rates of increase will occur in future years, or that take-up achieved on
earlier build cohorts will be replicated for more recently deployed networks. Equally,
operators could experience slower growth or even reductions in competitive strength
relative to current levels, depending on market developments.

4.183 Recent developments illustrate the risks of extrapolating current trends into the future.
Enders Analysis reports that Openreach’s broadband line losses slowed in Q3 of 2025,
underscoring that recent changes in BT market shares cannot simply be extrapolated into
the future on an assumption that past trends will continue.>?? Further, Enders Analysis says
that it expects reduced competitive pressure on Openreach in 2026.%%

°17 See our discussion on the engagement between altnets and ISPs on wholesale agreements above.

18 For example, [3<] [3<] [¥<]. [3<] response dated [$<] to s135 notice dated [5<], question [$<].

>19 See our discussion on the uncertainty of the continued impact of wholesale agreements.

520 [3<]. [¥<] response dated [$<] to s135 notice dated [3<], question [¥<].

[2<] response dated [3<] to s135 notice dated [3<], question [3<].

521 See the discussion above on the uncertainty around continued increases in take-up.

522 Enders Analysis. 10 February 2026. BT: The altnet threat starts to recede. Publicly available summary.
Accessed 11 February 2026.

23 This sentiment was also echoed by the Financial Times. Financial Times. 5 February 2026. BT stems
customer losses as broadband competition abates. Accessed 11 February 2026.

100


https://www.endersanalysis.com/reports/bt-altnet-threat-starts-recede
https://www.ft.com/content/27dce538-296d-415a-bb31-c1416baae0bb?accessToken=zwAGSo2-1R4Qkc8n3OU4KW1BWtO7McFBa6rguw.MEUCIE3FNR2OXgxtsK53qHD6x3RwBhgHVCNPYRndHTh3lrjKAiEA54-lNgWHWKibK4LFPqZ5M9wyLbtf1uZi72Prpfl6ohQ&sharetype=gift&token=a3a5b1a8-2cdf-4c39-b937-576a916b926e
https://www.ft.com/content/27dce538-296d-415a-bb31-c1416baae0bb?accessToken=zwAGSo2-1R4Qkc8n3OU4KW1BWtO7McFBa6rguw.MEUCIE3FNR2OXgxtsK53qHD6x3RwBhgHVCNPYRndHTh3lrjKAiEA54-lNgWHWKibK4LFPqZ5M9wyLbtf1uZi72Prpfl6ohQ&sharetype=gift&token=a3a5b1a8-2cdf-4c39-b937-576a916b926e

4.184 VMO2 made a similar point in its consultation response: it recognised that there is some
geographic variation in BT’s market share across postcode sectors but argued that it would
be premature to assume that current trends would persist.>**

4.185 These considerations inform our approach to assessing the homogeneity of Area 2: we 1)
consider network presence alongside evidence on factors that determine competitive
strength (such as the scale of network providers, their ability to gain take-up, and market
shares); 2) consider forward-looking evidence and take a view on likely developments over
the review period. Based on this, we use our regulatory judgment to determine whether
there are any areas within candidate Area 2 where competitive conditions are expected to
be appreciably different and stable over this review period to warrant defining separate
markets.>”°

4.186 We do this by considering whether specific areas within candidate Area 2, as suggested by
stakeholders, should be defined as separate geographic markets. Stakeholders identified
several groups of postcode sectors that, in their view, exhibit appreciably different
competitive conditions compared to the rest of candidate Area 2.

a) First, Openreach submitted that postcode sectors where two or more rivals to BT are
currently present (BT+2) should be defined as a separate geographic market,
particularly if we consider competitive conditions in these postcode sectors on a
forward-looking basis (Openreach referred to these as ‘Area 1’).5%

b) Second, Openreach stated that postcode sectors where both BT and VMO2 are present
(BT+VMO2) exhibit materially different competitive conditions from the rest of
candidate Area 2.°%’

¢) Third, Openreach also stated that CityFibre’s scale and wholesale arrangements mean
that competitive conditions are different where it is present (BT+CityFibre) compared to
where it is not present.>®

d) Finally, VodafoneThree suggested that postcode sectors where VMO2, CityFibre,
Gigaclear, Hyperoptic, Community Fibre or Netomnia/Brsk are present (BT+larger
providers) should be separate from the rest of Area 2, as in their view competition is
more likely to develop in this area.>*

Potential market 1: BT+2 (candidate Area1)

Openreach submissions

4.187 Annex 1 of Openreach’s response to the March 2025 Consultation stated that postcode
sectors where two or more rivals to BT are present (BT+2) should form a separate Area 1
because competition there is stronger than elsewhere in candidate Area 2. In support, it
provided analysis based on its own data that showed that BT’s market share is lower in
BT+2 compared to the remaining candidate Area 2 ([3<]). It also stated that an analysis by

24 Virgin Media O2 response to TAR26 March 2025 Consultation. Page 26. Paragraph 86.

2> This is the approach we take to identify whether any locations qualify as an Area 1, which INCA requested
greater transparency on.

526 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 17. Openreach response
to TAR26 March 2025 Consultation. Annex 1. Section 2.2.1-2.3.3.

527 Openreach response to TAR26 March 2025 Consultation. Document 1, Pages 36-37. Paragraphs 107-111.

Openreach response to TAR26 March 2025 Consultation. Document 1, Page 38. Paragraphs 112-119. Pages
51-52. Paragraph 171.
329 \JodafoneThree response to TAR26 March 2025 Consultation. Page 11. Paragraph 14.
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BT of retail prices shows that prices are lower where two rivals are present, indicating that a
second rival has a competitive impact.>*°

4.188 The report also stated that recent and ongoing network expansion, and the likely impact of
potential wholesale agreements and consolidation, means that current evidence
understates the competitive impact of rivals to BT over the review period. Openreach
stated that the future expansion and maturation of networks, and the potential impact of
wholesale agreements on altnet take-up, provide a strong reason to define BT+2 as a
separate Area 1 geographic market.>!

4.189 Openreach also highlighted that there is rapid development in the market. It submitted that
its analysis of network coverage and market shares over time reveals trends that should be
taken into account in our forward-looking assessment: >3

a) The number of postcode sectors with two or more rivals to BT grew by [3<] between
March and September 2025, resulting in BT+2 consisting of [$<] postcode sectors. This
would correspond to [$<]% of the postcode sectors in our candidate Area 2.

b) According to Openreach’s own calculations, BT’s market share within BT+2 has declined
by [3<] between [<] to [3<]%.

¢) The number of postcode sectors where BT’s market share is below 50% has grown by
[3<] in the same timeframe, coming to [3<] postcode sectors in total.

d) Openreach also pointed to Ofcom’s Connected Nations report published in November
2025 which shows that over 12 months the proportion of residential premises with
access to three or more networks has increased by 6 percentage points to 29% of all
residential premises.>*?

4.190 To define a separate BT+2 geographic market, we would need to see appreciably different
competitive conditions between BT+2 postcode sectors and the remaining candidate Area 2
postcode sectors absent regulation, and that these differences are likely to be sufficiently
stable over time that it would be appropriate to reflect them in a five-year forward-looking
market definition. In the rest of this section, we set out our analysis of current and likely
future competitive conditions, explaining the reasoning behind our conclusion that BT+2
does not constitute a separate geographic market. The analysis presented in this section
uses outputs from the modelling, based on the approach set out below.

Presence of networks in the current BT+2 postcode sectors

4.191 Our analysis indicates that as of July 2025, there are 2,453 postcode sectors where two or
more rival networks to BT are currently present (this accounts for 31% of candidate Area
2)'534

530

Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 17-19. Sections 2.2.1-2.2.2.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 20-33. Section 2.3.

32 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026. Confidential version. [3<].

>33 Ofcom. 19 November 2025. Connected Nations. Page 9.

>34 One of the reasons that Openreach’s postcode-sector count is higher than ours (as mentioned in
Openreach response to TAR26 March 2025 Consultation. Annex 1. Section 2.2.2. Page 19) because its analysis
includes all altnets, whereas we include only those with the potential to become material and sustainable
competitors (i.e. altnets with >50,000 premises passed or planning to pass). We consider this approach
appropriate given our conclusion that smaller altnets are unlikely to have the potential to pose a material and
sustainable competitive constraint. Excluding this longer tail of very small operators means that Openreach’s
market share is likely to be lower under our approach than under one that includes all altnets.
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4.192 BT+2 consists of postcode sectors where, alongside BT:

a) VMO?2 and one (or more) altnet(s) are present. These postcode sectors include a variety
of altnets of different sizes being present alongside VMO?2. For example, this could be
BT+VMO2+CityFibre, or it could be BT+VMO2+another altnet. The postcode sectors
where VMO2 is present make up the vast majority [3<] of BT+2; or>®®

b) VMO2 is not present, but two (or more) altnets are. Again, these postcode sectors
include combinations of a larger altnet such as CityFibre and Hyperoptic and one (or
more) smaller altnets, multiple larger altnets or multiple smaller altnets. E.g. this could
be BT+CityFibre+Hyperoptic, or it could be BT+CityFibre+smaller altnet, or it could be
BT+smaller altnet+ smaller altnet. These postcode sectors make up a minority [3<] of
BT+2.

4.193 The remaining candidate Area 2 is the BT+1 postcode sectors, and accounts for 69% of
candidate Area 2. It consists of postcode sectors where currently only one rival is present
(83% of the remaining candidate Area 2) or where currently there is only planned build
(17% of the remaining candidate Area 2).%°® If planned build is realised, some of these
postcode sectors could see the presence of two or more rivals over the review period.>*’

Current competitive conditions in the BT+2 postcode sectors

4,194 As described above, we need to assess whether there is, over the course of the review
period, an appreciable difference in competitive conditions between the BT+2 postcode
sectors and the remaining candidate Area 2.

4.195 Inresponding to Openreach’s argument that BT+2 constitutes a separate geographic
market, we start by looking at market shares in these postcode sectors. We find that they
indicate that the second rival may currently only have a limited impact on competitive
conditions:

a) Across all of the BT+2 postcode sectors, more than half [3<] of all connections are on
the Openreach network, 21%-30% [3<] are on VMO2’s network, and less than 10% are
on the network of the second rival.>*® *3° We recognise, as noted in Openreach Annex
1°% that BT’s market share is lower in the BT+2 postcode sectors than in the rest of
candidate Area 2. However, this market share is similar to the market shares we find
across all postcode sectors where VMO?2 is present (BT+VMO?2), including areas where

>35> Ofcom analysis of Connected Nations data, see Annex 3. [3<] response to CN request named [<],
referenced [3<], dated [3<]. [3<] response to CN request named [3<], referenced [3<], dated [3<].

36 That is, a rival that we consider is or has the potential to be a material and sustainable competitor. The
remaining candidate Area 2 does not include altnets with a current or planned footprint below 50,000
premises.

>37 Based on build plans submitted to us, BT+2 could grow to [$<] postcode sectors by the end of the review
period if all planned build is realised.

38 As discussed above, the identity of the second rival will vary. Less than 10% [3<] of connections are on
CityFibre’s network. Ofcom analysis of Connected Nations data, see Annex 3.

39 We acknowledge concerns about the dilution of market shares as a result of using postcode sectors as the
relevant geographic unit, expressed by Openreach. We consider that, on balance, the use of postcode sectors
as the relevant geographic unit is preferable to premises for reasons set out in our discussion on the choice of
geographic unit below. As discussed below, we recognise that in some instances this understates the market
share of rivals to Openreach and are mindful of this when interpreting market shares. We also note that our
assessment of competitive strength of providers is not based solely on market shares, but includes a range of
evidence.

>40 Openreach response to TAR26 March 2025 Consultation. Annex 1. Section 2.3.
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4.196

4.197

4.198

4.199

4.200

no second rival is present: 61%-70% [3<].>*' We therefore consider that the difference
in BT’s market shares in the BT+2 postcode sectors primarily reflects the competitive
constraint imposed by VMOZ2, rather than the impact on competitive conditions of a
second rival (and therefore appreciably different competitive conditions). This finding is
consistent with VMO2 being a material and sustainable competitor to BT, rather than
the number of rivals per se being the key determinant of competitive conditions.

b) In the parts of BT+2 where VMO2 is not present, Openreach has 71%-80% [3<] of all
connections while the second rival has no more than 10% [3<] of all connections.>** This
is similar to the market shares we find in the remaining candidate Area 2 [<].

We have also looked at market shares at the postcode sector level and have particularly
looked at postcode sectors where BT’s share is below 50%. We have done so as this might
be indicative of areas where competitive conditions differ because the second rival has
made more progress towards gaining competitive strength. We find 648 of such postcode
sectors.”® When we look across these, they similarly show that the impact of the second
network is more limited, as across these 648 postcode sectors, 41%-50% [3<] of all
connections are on the Openreach network, 31%-40% [3<] on VMO?2, and the second
largest rival’s share was less than 20% [3<].>**

Therefore, we conclude that current market shares do not clearly indicate that competitive
conditions in the areas where BT+2 networks are present are appreciably different from
those where just VMO?2 is present (which would fall within the rest of candidate Area 2).

We recognise that within the 648 postcode sectors where BT’s market share is below 50%
there will be pockets of contiguous postcode sectors where altnets’ share is higher, and the
number of these has increased since the consultation. For example, there are 19 postcode
sectors in [2<] and 17 postcode sectors each in [3<] and [3<] where BT’s share is below
50% while two rivals have a share above 11%-30% [$<].°*

However, we consider that altnets having a higher share in a limited number of areas is not
on its own a clear indicator of their competitive strength, especially on a forward-looking
basis and in the absence of regulation.>*® As we explain above, when considering the
competitive conditions that are created by the presence of different competitors, we need
to look at their overall competitive strength, as indicated by a range of relevant factors, and
not just market shares in individual postcode sectors. Higher or lower market shares in
individual areas can be consistent with a network that either is already, or has the potential
to become, a material and sustainable constraint, and therefore do not on their own
indicate any particular competitive conditions.

We also considered the retail pricing evidence that Openreach submitted as part of its
response, which in its view demonstrates that retail prices are lower in BT+2 than in BT+1

41 Ofcom analysis of Connected Nations data, see Annex 3.

42 Ofcom analysis of Connected Nations data, see Annex 3.

>4 This accounts for 7% of all postcode sectors, and is an increase from 321 since July 2024. This illustrates that
in some areas, as we have set out above, there has been network build and rivals to Openreach have gained
take-up (some of which will likely have been driven by wholesale deals).

244 As discussed above, the identity of the second rival will vary. Less than 20% [3<] of connections are on
CityFibre’s network. Ofcom analysis of Connected Nations data, see Annex 3.

45 Ofcom analysis of Connected Nations data, see Annex 3.

%46 For example, in the absence of regulation, BT could respond strategically to altnet expansion, by engaging
in strategic behaviour in areas where rivals gain traction. Such conduct could limit altnets’ ability to achieve
scale and sustainability.
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postcode sectors, indicating that a second rival has a competitive impact.>” We note that
retail price evidence is not necessarily informative of competitive conditions at the
wholesale level, as they can be shaped by strategic decisions and factors other than
competitive conditions at the wholesale level, and therefore this is not compelling evidence
of competitive conditions in the BT+2 postcode sectors.

How competitive conditions in BT+2 will develop over the review period

4.201

4.202

4.203

4.204

4.205

4.206

4.207

4.208

Looking forward over the review period, we consider that, given future build in the
remaining candidate Area 2 and the significant uncertainty about how individual providers
will develop, drawing geographic boundaries based on where two or more networks are
currently present risks misrepresenting competitive conditions over the review period.

First, we note that planned build will be completed over the review period, meaning that
some postcode sectors that are part of the remaining candidate Area 2 could also have two
or more networks present in the future (and could even have more networks present than
the sectors in BT+2) over this period.>* Therefore, even if competitive conditions were
primarily determined by the number of networks present, drawing geographic boundaries
based on current differences in network presence would likely misrepresent conditions
over the review period.

Second, how the competitive strength and the presence of providers will develop over the
review period is too uncertain to conclude that there are stable, appreciable differences in
competitive conditions in BT+2 from the remaining candidate Area 2 over the review
period.

As set out previously, there are several potential future developments that would affect
competitive conditions, such as wholesale agreements and consolidation.

Some providers in BT+2 could gain significant take-up through wholesale agreements, and
become a material and sustainable competitors, while others may not be successful in
completing agreements or translating these into sustained increases in take-up.

Consolidation could also materially alter the number and/or strength of rivals in a postcode
sector, and therefore decrease or increase competition. For example, a merger between
two providers with overlapping networks could reduce the number of competitors from
two to one in those areas where they overlap, which could reduce competition in those
areas. Conversely, if a smaller altnet which poses less of a constraint were acquired by a
larger, well-established provider this would increase the strength of the competitive
constraint in the footprint of the smaller altnet (where they do not overlap). In other
postcode sectors, smaller rivals may remain small in scale throughout the review period.

Moreover, and especially when considering the market absent regulation, there is also a
possibility that some providers may exit or scale back their operations.

Therefore, it is possible that BT+2 could become a patchwork of postcode sectors,
including:

47 We also note that in its analysis Openreach uses the unweighted average of the Average Monthly Cost
(AMC) as the metric for price. This is by construction likely to lead to lower prices in areas where more altnets
are present, even if additional altnets have minimal or no take-up and most customers face an average
monthly cost above this unweighted average.

>48 Based on current and planned build, 23 postcode sectors of the remaining candidate Area 2 postcode
sectors could have the presence of 3 rival networks.
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4.209

4.210

a) Postcode sectors with two or more material and sustainable competitors.

b) Postcode sectors with one material and sustainable competitor and one or more
competitors that have a more limited impact on competitive conditions.

c) Postcode sectors with multiple providers whose presence does not have a material
impact on competitive conditions.>*

d) Postcode sectors with only one provider (due to consolidation or exit).

Due to the uncertainty around future developments, we cannot determine what proportion
of current BT+2 will fall within each of these categories over the review period.

In addition, given these potential developments we cannot rely on changes to market
shares between March and September 2025 (as provided in Openreach’s response) to make
reliable predictions about market shares in BT+2 over the review period.

How competitive conditions in the rest of candidate Area 2 will develop over the review period

4.211

4.212

4.213

4.214

4.215

Competitive conditions in the remaining candidate Area 2 will also evolve over the review
period, and some postcode sectors in this area could develop competitive conditions similar
to those seen in parts of BT+2.

First, given planned build in some parts of the remaining Area 2, certain postcode sectors
may themselves become BT+2 areas, with two rivals that both have the potential to be
material and sustainable competitors.

Second, if a provider in the remaining candidate Area 2 develops significant scale and
competitive strength—whether through take-up, wholesale agreements or consolidation—
its presence alone could generate competitive conditions comparable to those BT+2 sectors
where effectively only one material and sustainable competitor (VMO2) is shaping
competition.

For these reasons, we consider that the evidence does not demonstrate appreciable
differences in competitive conditions between current BT+2 and the remaining candidate
Area 2 that are stable over time.

In conclusion, we do not consider that the evidence supports defining BT+2 as a separate
geographic market from the remaining candidate Area 2.

Potential market 2: BT+VMO2

4.216

4.217

Openreach’s response to the March 2025 Consultation stated that postcode sectors where
both BT and VMO?2 are currently present (BT+VMO2) exhibit different competitive
conditions from the remaining candidate Area 2.>°° **! In support, it cited VMO2’s relatively
higher take-up compared to other rivals, Openreach’s lower market share across VMO2’s
footprint and the potential for wholesaling to amplify this effect.

We have considered this submission, and for us to find BT+VMO2 to be a separate
geographic market, we would need to see that postcode sectors where VMO?2 is present
give rise to appreciably different competitive conditions compared to the remaining

49 For example, there are currently postcode sectors in BT+2 where the two rivals are [3<] and [$<]. [¥<]
currently covers approximately [3<] premises and [3<] covers approximately [2<] premises. If these providers
do not gain significant competitive strength over the review period, the postcode sector would see conditions
as described in c).

50 Openreach response to TAR26 March 2025 Consultation. Document 1. Pages 36-37. Paragraphs 107-111.
>>1 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 33-37. Section 2.4
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candidate Area 2.°°> We would also have to find that these differences are likely to be
sufficiently stable over time that it would be appropriate to reflect them in a five-year
forward-looking market definition.

4.218 We have assessed the likely competitive conditions in BT+VMO?2 and the remaining
candidate Area 2 over the review period. In this case, the remaining candidate Area 2
consists of postcode sectors where one or more altnets is already present (but VMO?2 is
not) and areas which currently only have planned build by one or more rivals to BT.>>3 >

4.219 We recognise that VMOZ2 is currently the only material and sustainable WLA competitor,
and this is in contrast to the altnets in the rest of candidate Area 2, which have the
potential to become material and sustainable competitors but are not yet. The market
shares that Openreach points to are consistent with our view that VMO2 has thus far been
more successful than other competitors in competing with Openreach.>>*> Based on our
data, BT has more than half of the market share in BT+VMO2 [3<], while VMO2 has less
than 30% [3<]. BT’s market share in the remaining candidate Area 2 is 71%-90% [3<].°°

4.220 However, based on the evidence, our view is that BT+ VMO?2 is not appreciably different to
the remaining candidate Area 2 over the course of the review period. This is because:

a) The evidence suggests that there is potential for providers in the remaining candidate
Area 2 to develop into material and sustainable competitors over the review period.

b) Itis likely VMO2's footprint will expand into the remaining candidate Area 2.

c) BT+VMO2 may itself not develop uniformly over time.

4,221 We discuss each of these reasons in turn.

4.222  First, given the potential developments that providers may experience over the review
period, as set out above we consider that, although not certain, it is possible that the
position of some altnets in the remaining candidate Area 2 may develop such that they also
become a material and sustainable competitor, which may mean that they exert a
competitive constraint that is not significantly different to VMO2’s (and how or where this
would happen is uncertain).

4.223  For example, retail and wholesale altnets have the potential to gain take-up over the review
period. Wholesale-focused providers in particular have the potential to gain substantial ISP

52 As discussed above, VMO2 and nexfibre are separate companies, but due to the arrangement between
them we use the combined VMO2 and nexfibre data on coverage and active lines for the purpose of defining
geographic markets. Accordingly, when we refer to the presence of VM0O2, we mean VMO?2 on the footprint
that includes nexfibre, unless otherwise specified.

53 That is, a rival that we consider is or has the potential to be a material and sustainable competitor. The
remaining candidate Area 2 does not include altnets with a current or planned footprint below 50,000
premises.

54 |t appears that Openreach also considered its proposed BT+VMO2 market as including only current build by
VMO?2. For example, Openreach states: “Ofcom’s methodology means that the majority of the 18.3 million
homes passed by VMO?2's ultrafast capable network will be within the proposed Area 2 postcode sectors . ..
There are clear reasons why competitive conditions within these postcode sectors will be different from other
postcode sectors within Area 2 across the TAR period” (Openreach response to TAR26 March 2025
Consultation. Document 1. Paragraph 107). (For clarity, this would put postcode sectors in which VMO?2 is
currently not present, but is planning to be, in Openreach’s remaining candidate Area 2).

5> Openreach response to TAR26 March 2025 Consultation. Annex 1 Confidential version. Section 2.4.
56 Ofcom analysis of Connected Nations data, see Annex 3.
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volumes through wholesale agreements.>’ Furthermore, as discussed, we consider that all
the altnets in the remaining candidate Area 2 have the potential to become material and
sustainable competitors through consolidation.

4.224  If such developments occur, there could be BT+altnet postcode sectors with similar
competitive conditions to BT+VMO?2 postcode sectors.

4.225 In addition, as a retail-focused provider VMO2 currently poses an indirect rather than a
direct constraint on BT.

4.226 VMO?2's constraint is currently indirect because VMO2’s competitive pressure comes from
dynamics at the retail level: if BT wholesale charges to ISPs were to increase and these
increases were passed through into retail prices, some customers might respond by
switching to VMO2. However, unlike a wholesale rival, VMO2 does not give other ISPs an
alternative wholesale supply route. It is therefore unlikely to strengthen other ISPs’
bargaining position with wholesale network operators. As a result, we consider that
VMO2's competitive impact on WLA is currently an indirect, retail-level effect rather than a
direct constraint in the wholesale market. Altnets competing at the wholesale level, in
contrast, have the potential to pose a direct competitive constraint by directly competing
for ISP volumes, and depending on their competitive strength could exert a constraint that
is not necessarily much different from that of a larger retail-only rival.

4.227 Asdiscussed above, we recognise Openreach’s point that VMO2 has taken steps in the
direction of competing as a wholesale provider. VMO2 wholesale agreements would create
a similar potential for VMO?2 to create an additional form of direct competition to BT.
However, we consider that the evidence regarding the likelihood and impact of VMO2
wholesaling on its own network remains uncertain.>>®

4.228 Therefore, we cannot conclude that current differences between BT+VMO?2 and the
remaining candidate Area 2, which arise from the fact that VMO2 is currently the only
material and sustainable competitor, are likely enough to be stable over time.

4.229 Second, over the review period, VMO2 may become present in parts of the remaining
candidate Area 2. Not only will VMO2’s presence expand within candidate Area 2 if some of
its or nexfibre’s planned build in this area is realised, it is also possible that its presence will
grow through consolidation.>* **® However, the extent to which VMO2 will consolidate,

%57 See the evidence on altnet take-up above.

58 We note the publicly available details of the deal to acquire Substantial Group by Liberty Global, Telefonica
and InfraVia include terms relating to VMO2 buying wholesale access on the expanded nexfibre footprint
(which overlaps with VMO2’s existing footprint). This deal is subject to regulatory clearance. VMO2. 18
February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion through their
existing joint venture, nexfibre. Accessed 26 February 2026.

559 |SPreview. 7 November 2025. Nexfibre Publish Q3 2025 UK Full Fibre Broadband Build Update — 2.44M
Premises. Accessed 12 February 2026.

As discussed above, we use the combined VMO2 and nexfibre data on coverage and active lines for the
purpose of defining geographic markets (i.e. we see the nexfibre footprint as no different to if VMO2 were
expanding its footprint directly for the purposes of identifying VMO2's presence).

60 19%-10% [3<] of the remaining candidate Area 2 contains planned build by nexfibre or VMO2.
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and with which altnets, is uncertain.*! *?Hence, defining a separate geographic market
based on VMO2’s current footprint — which may change because of the realisation of
planned build and consolidation — risks misrepresenting competitive conditions over the
review period.

4.230 Third, BT+VMO?2 itself may not develop uniformly over time. Some BT+VMO2 postcode
sectors may evolve into areas with two material and sustainable competitors if additional
rivals develop scale or enter through build or consolidation. Others may remain areas
where VMO?2 is the only material and sustainable competitor to BT.>®

4.231 In conclusion, while VMO2 is currently the only material and sustainable competitor, we
consider that the evidence does not demonstrate appreciably different competitive
conditions between BT+VMO?2 and the remaining candidate Area 2 which are likely to be
sufficiently stable over the review period. Hence, we do not define a separate geographic
market for BT+VMO2.

Potential market 3: BT+CityFibre

4.232  Openreach states that CityFibre’s scale and wholesale agreements (which are driving an
increase in its take-up) mean that competitive conditions are different where it is present
compared to where it is not present.”®

4.233  We have considered this submission, and for BT+CityFibre to be a separate geographic
market, we would need to see appreciably different competitive conditions in postcode
sectors where CityFibre is present compared to the rest of candidate Area 2, where VMO2
and other altnets are present. We would also have to find that these differences are likely
to be sufficiently stable over time that it would be appropriate to reflect them in a five-year
forward-looking market definition.

4.234  We have assessed the likely competitive conditions in BT+CityFibre and the remaining
candidate Area 2 over the review period. In this case, the remaining candidate Area 2
consists of postcode sectors where one or more providers (including VMO2) is present, but

not CityFibre, and areas which currently only have planned build by one or more rivals to
BT.565 566 567

61 We consider that altnets with over 50,000 premises are potential consolidation targets for VMO?2, CityFibre
and others. However, as noted above, the extent, timing and location of consolidation is uncertain.

%62 As discussed above, in February 2026, the owners of the VMO2 network and InfraVia agreed to acquire
Substantial Group through their existing joint venture, nexfibre. The deal is not yet complete and subject to
regulatory approval.

63 We also note that VMO2’s current footprint includes both older network areas and newer (nexfibre) build.
Competitive conditions may differ across these parts of the footprints (for example nexfibre could make
wholesale arrangements with other ISPs).

°64 Openreach response to TAR26 March 2025 Consultation. Document 1, Page 38. Paragraphs 113-120. Pages
51-52. Paragraph 171.

55 That is, a rival that we consider is or has the potential to be a material and sustainable competitor. The
remaining candidate Area 2 does not include altnets with a current or planned footprint below 50,000
premises.

%66 |t appears that Openreach’ proposed BT+CityFibre market only includes current build by CityFibre. For
example, Openreach states: “The evidence is clear, therefore, that competitive conditions any area where
CityFibre has network available are different from areas where it is not present.” (Paragraph 119). This would
put postcode sectors in which CityFibre is currently not present, but is planning to be, in the remaining
candidate Area 2.

67 Openreach’s response is not clear on whether additional markets (such as BT+VMO2) would necessarily be
defined alongside BT+CityFibre. Here we compare BT+CityFibre to the remaining candidate Area 2 (which is
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4.235 We recognise that CityFibre is currently the largest altnet in terms of premises passed>®®
and that it has been successful in securing wholesale agreements with ISPs. However, as
explained in above, we consider that the impacts of these agreements are still developing
and so CityFibre remains a potential material and sustainable competitor like other altnets.
In addition, in response to Openreach’s suggestion that Cityfibre’s wholesale agreements
distinguish it from other altnets, we note that there are other altnets with wholesale
agreements in place.”® As a result, we do not consider that CityFibre’s presence has an
appreciably different impact on competitive conditions (in BT+CityFibre) compared to other
altnets (in the remaining candidate Area 2).

4,236 In addition, for the same reasons as set out in above , we consider that other altnets could
also secure wholesale agreements, increase take-up and make progress towards becoming
material and sustainable competitors.>’® In addition, the scale of other altnets could grow
to surpass CityFibre’s footprint: [3<].°”* This means that any current differences between
competitive constraints in BT+CityFibre and the remaining candidate Area 2 may not be
stable over the review period.

4.237  Furthermore, over the review period CityFibre may become present in part of the
remaining candidate Area 2 if its build plans are completed®’? and if it consolidates other
altnets into its network (though which altnets this would be is uncertain).>”® This would
likely result in similar competitive conditions in BT+CityFibre parts of the remaining
candidate Area 2.

4.238 Therefore, we do not consider that the evidence indicates that there are appreciably
different competitive conditions in BT+CityFibre and the remaining candidate Area 2 that
are likely to be sufficiently stable over the review period. Hence, we do not define a
separate geographic market for BT+CityFibre.

Potential market 4: BT+larger providers

4.239 VodafoneThree suggested that postcode sectors where VMO?2, CityFibre, Gigaclear,
Hyperoptic, Community Fibre or Netomnia/Brsk are present (BT+larger providers) should be
separate from the remaining candidate Area 2, as in its view competition is more likely to
develop in the former area.”’*

4.240 Central to VodafoneThree’s comment is the view that smaller altnets (which, on its
proposed definition, would be in the remaining candidate Area 2) are less likely to gain
competitive strength during the review period, because these altnets are less likely to be
consolidation targets and less likely to gain scale and take-up through wholesale
agreements. In the section on actual and potential material and sustainable competitors

not sub-divided further). However, based on the arguments in this section and the sections on BT+VMO2 and
BT+2, we consider that there are also no appreciable, stable differences in competitive conditions between
these markets.

°%8 Thinkbroadband. September 2025. The State of Broadband — September 2025. Accessed 17 February 2026.
69 See the evidence on take-up of Community Fibre and other mid-sized altnets above.

370 As discussed above, altnets besides CityFibre have been engaging with ISPs about wholesale agreements
that could increase take-up and help them to become sustainable.

371 3<] response to [3<] dated [5<]

[3<] response dated [3<] to our clarificatory question dated [3<] concerning the s135 notice dated [<],
questions [<]. [3<] response to [3<] dated [<] and [3<] response to the s135 notice [2<], questions [<].
572 CityFibre has planned build in less than 10% [$<] of the remaining candidate Area 2.

373 See our discussion of potential consolidation and the associated uncertainty above.

>74 \JodafoneThree response to TAR26 March 2025 Consultation. Paragraphs 9-14.
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4.241

above, we explain why we consider that all altnets above 50,000-premise threshold have
the potential to become material and sustainable competitors.

We consider that the same reasons why BT+CityFibre is not a separate geographic market,
apply to the BT+larger providers area: for reasons set out above, it is possible that there will
be significant changes to current differences in the scale, take-up and sustainability
between providers. In addition, the footprint of providers will change over the review
period. Therefore, we cannot conclude that there are appreciable difference in competitive
conditions that are stable over time, between areas that are defined based on the footprint
of one or more specific providers.

Conclusion on homogeneity of competitive conditions in candidate Area 2

4.242

4.243

4.244

4.245

Having assessed competitive conditions across candidate Area 2 as a whole—including, but
not limited to, the potential market subdivisions proposed by stakeholders—we do not find
evidence of appreciably different competitive conditions within this area that would remain
sufficiently stable over the review period.

We therefore remain of the view that competitive conditions across candidate Area 2 are
sufficiently homogeneous over the review period such that it constitutes a single
geographic market.

We recognise that candidate Area 2 is broad and includes postcode sectors with varying
current network presence and different stages of rival network development. However,
after examining the various possible paths that the development of competitive conditions
could take over this review period, we do not consider that any parts of Area 2 exhibit
appreciably different and sufficiently stable competitive conditions that would justify
defining a separate geographic market.>”®

We recognise that this is a highly dynamic market and there is significant uncertainty about
how the Area 2 market will develop over the review period. We have designed some of our
remedies to incorporate a level of flexibility so that we can take into account changing
market conditions and any increase in competition as we apply those remedies during the
five year period (see Volume 3, Section 1).

Homogeneity of competitive conditions in candidate Area 3

4.246

4.247

4.248

We do not consider that candidate Area 3 should be subdivided further, as competitive
conditions are sufficiently homogeneous within this area.

576 of

Candidate Area 3 includes postcode sectors with no current or planned presence
current or potential material and sustainable competitors. Therefore we consider that the
competitive conditions across candidate Area 3 are sufficiently similar. We expect these to

remain throughout the review period.

We recognise that there is some network in our defined Area 3. This is the result of our
approach to establishing network presence in our modelling which, as we explain below, we

7> Our assessment of stakeholder-proposed subdivisions is based on current network presence (e.g. BT+2 is
based on where two rivals are currently present), consistent with our understanding of those proposals.
However, even if we were to incorporate expected future build in those areas (e.g. BT+2 is based on where
two rivals are present or plan to be present), for the reasons set out above, we do not consider that this would
give rise to appreciably different and sufficiently stable competitive conditions that would justify defining
separate geographic markets over the review period.

>76 We describe further below how we have assessed presence in our modelling.
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4.249

consider to be reasonable and practical for the purposes of identifying geographic areas
with sufficiently homogenous competitive conditions.

Our view remains that any differences in network coverage across Area 3 are not significant
enough to justify defining separate geographic markets. Separating out areas with coverage
from networks that are unlikely to have the potential to become material and sustainable
competitors, or those where coverage does not meet our coverage threshold, would risk
overstating the degree of competitive differentiation.

We define two geographic markets for WLA

4.250

Based on the above discussion, we define the following geographic markets:

a) WLA Area 2: postcode sectors in which there is, or there is likely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks. In practice, this is made up of postcode sectors where there is current or
planned presence by at least one of VMO2, CityFibre or any altnet that plans to cover at
least 50,000 premises by 2031; and

b) WLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential
for, material and sustainable competition to BT in the commercial deployment of
competing networks. This would encompass any postcode sectors not included in Area
2.

Establishing the Area 2 and Area 3 market boundaries

4.251

4.252

In this subsection we set out how we analytically identify the boundaries of the Area 2 and
Area 3 geographic markets.

We consider that in the long term, a material and sustainable competitor would provide a
constraint across its entire footprint, meaning that competition would operate across larger
geographical areas. However, a number of more granular modelling choices and
approximations need to be made in order to identify where those who are, or have the
potential to be, material and sustainable competitors are present, or plan to be present,
and therefore establish the geographic market boundary. In particular:

a) Geographic unit: at what level of geographic granularity should the assessment be
conducted?

b) Coverage threshold: what percentage of premises within a geographic unit does an
operator need to cover in order to be considered as present?

c) Modelling the evidence: how should we process the information on existing network
and build plans that we have obtained from operators?

Geographic unit

4.253

4.254

4.255

Our first step is to break down the UK into smaller geographic units within which we can
examine the presence of networks. Geographic units that meet our definition of Area 2 and
Area 3 (as set out above) can then be aggregated into geographic markets.

Geographic units cannot be too large as there could be significant differences in the level of
competitors’ presence across a large unit. On the other hand, more granular analysis may
be impracticable.

On balance, in line with the approach used in 2021, in the March 2025 Consultation we
proposed using postcode sectors as our geographic unit of assessment. We considered that
postcode sectors are well-established, relatively stable and strike a good balance between
being granular enough to capture variations in the presence of competitors but not so
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4.256

4.257

4.258

4.259

4.260

4.261

granular that they are impracticable. There are around 10,000 postcode sectors in the UK,
with an average of 3,000 premises in each.

In response to our consultation, Openreach proposed that premises, rather than postcode
sectors, should be used as the geographic unit for market definition, as in its view, postcode
sectors lead to a dilution of rival market shares, which would understate the competitive
strength of a rival at the premises where it is present.®”’

We have considered this submission but maintain that postcode sectors provide a
sufficiently granular geographic unit to assess competitive conditions, while remaining
practical.

Defining geographic markets at the premises level would not be practical. The number and
location of individual premises in the UK is constantly changing. In addition, using premises
would prevent us from fully capturing planned network build, which we consider essential
for a forward-looking assessment. When requesting build plans, several providers were
unable to provide build plans at the premises level and provided them at the postcode or
postcode sector level instead. This reflects the fact that operators themselves do not always
plan at the premises level but at broader geographic units such as postcode sectors. Using
premises would therefore exclude important forward-looking evidence that is only available
at lower levels of granularity.

We do recognise that, as Openreach has highlighted, the use of postcode sectors means
that the calculation of a provider’s market share may at times include premises where the
provider is not (yet) present. However, we consider that this does not undermine our ability
to produce an informed market definition and SMP assessment.

First, as a sense-check we calculated market share at the premises level for a limited
number of providers where we were able to do so and found the differences in market
shares at the premise and postcode sector-level do not appear to be substantial. For
example, we have calculated VMO?2's share using both bases, and we see differences no
greater than four percentage points.>’® Second, our market definition (and SMP
assessment) does not hinge solely on market shares but are based on a range of factors on
which we have collected evidence. We remain cognisant of the fact that market shares may
in some circumstances understate competition. We therefore assess this evidence in the
round to come to an informed assessment.

On balance, we remain of the view that postcode sectors provide a workable and
proportionate geographic unit for assessing competitive conditions, allowing us to
incorporate both current and planned build and avoiding unnecessary complexity.

Coverage threshold

4.262

4.263

As individual network operators’ current and planned deployments will not map precisely
to postcode sectors (i.e. their rollout in a postcode sector will not always cover 100% of
premises in that sector) we must consider a coverage threshold for a network to be
regarded as being ‘present’ in any postcode sector.

If a high coverage threshold is used, then a postcode sector could be considered as having
no network presence despite there being many premises within the postcode sector which

77 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 19. Section 2.2.3.
>78 [3<]. However, the impact of this is limited as [¥<] of VMO2’s volumes.
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4.264

4.265

4.266

4.267

4.268

4.269

have coverage, and consequently the operator (and the constraint it provides) would be
under-represented. Conversely, if a low coverage threshold is used, then a postcode sector
could be considered as having network presence even though there would be many
premises within the postcode sector that do not have coverage, and therefore the
operator’s network (and the constraint it provides) would be over-represented.

In line with our approach in the WFTMR21, in the March 2025 Consultation we proposed
using a coverage threshold of 50% of premises, as on average, any under- or over-
representation should balance out. This means that an operator will be considered as
present in a postcode sector if its existing or planned network covers at least 50% of the
premises in that postcode sector.

We have investigated the concerns expressed by CityFibre and Gigaclear in response to the
consultation that the 50% threshold leads to their network being classed as ‘not present’ in
postcode sectors where they have significant build, resulting in a substantial amount of
their premises being in Area 3.

We found that substantially fewer Cityfibre premises fall into Area 3 when using updated
build plans than in the March 2025 consultation, when we used 2024 build plans. Using
updated build plans provided by stakeholders, many of the premises CityFibre previously
counted as falling in Area 3 are now classified as being in Area 2 or have been removed
from their build plans.

As a result, Area 3 includes significantly fewer of CityFibre’s premises than the cited [3<].
Based on updated plans, CityFibre’s build in Area 3 is [3<] across [$<] postcode sectors. This
accounts for less than 10% [<] of CityFibre’s total network coverage (including plans).

Gigaclear, based on updated plans, now passes [3<] across [#<] postcode sectors in Area 3.
This accounts for [3<] of Gigaclear’s total network coverage (including plans).

We acknowledge that our coverage threshold of 50% of premises will lead to there being
some build in areas that are assessed as not having networks present. Any coverage
threshold would have this effect, to varying degrees. For the reasons set out above, we
have chosen the 50% threshold as it best balances the risks of over- and under-representing
networks, and we therefore remain of the view that it is a reasonable proxy for determining
networking presence for the purposes of assessing competitive conditions.

Modelling evidence on existing networks and build plans

4.270

4.271

4.272

Having identified the relevant geographic unit and the coverage threshold, we need to
process the existing and planned build data that we obtain from network operators to
model their expected presence over the review period.

As discussed above and in Annex 3, we used information on current and planned build
gathered for our Connected Nations report and supplemented this with additional data on
planned build obtained through our statutory powers.

In line with the approach used in 2021, we have used all planned deployment to model
expected presence over the 2026-31 review period.>’”® We are using plans as a way to
assess where build is most likely to be attractive and, as a result, where there is the
potential for competition to be material and sustainable.

379 As opposed to, for example, only plans that are fully funded or are in the process of being built.
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4.273

4.274

In addition, our analysis suggests that planned deployment is not an unrealistic
representation of the level of future coverage that could be achieved over the review
period. This is because our analysis indicates that, in aggregate, the future build rate
required to achieve the entirety of all planned build appears to be lower compared to past
build rate.*®® That is broadly consistent with other evidence indicating that, over the review
period, we might expect further build, albeit at a lower rate.

While clearly relevant to our forward-looking market analysis, we recognise that evidence
from operators’ plans is necessarily prospective and can only ever provide an
approximation of reality. We note in particular that build plans do not always cover the
entirety of the review period and can change over time, particularly when looking over the
longer term. However, there is always a level of uncertainty in forward-looking
assessments, and we believe this is the best information available to us.

%80 For example, to complete their plans between July 2025 and July 2031 altnets would need to build, in
aggregate, around 1.07 m premises every four months. Between May 2023 and July 2024 altnets have built an
average of 1.80m premises every four months.

115



Identification of the postcode sectors that constitute each of the WLA geographic markets

4.275 We now delineate the WLA geographic markets using the results of our modelling.

Area 3

4.276  Area 3 comprises postcode sectors in which there is not, and there is unlikely to be
potential for, material and sustainable competition to BT. As discussed above, this equates
to postcode sectors which are BT-only, or where the only other networks present are those

which do not currently plan to cover more than 50,000 premises by the end of the review
period.

4.277 Based on the results of our modelling, Area 3 represents 19% of UK postcode sectors and
14% of UK premises.

Area 2

4.278 Area 2 comprises postcode sectors in which there is, or there is likely to be potential for,
material and sustainable competition to BT. As discussed above, this equates to postcode
sectors with existing or planned presence by at least one of VMO2, CityFibre or any altnet
covering at least 50,000 premises by 2031.

4.279 We find that Area 2 represents 81% of UK postcode sectors and 86% of UK premises.
4.280 As discussed above, we do not define an Area 1.
4.281 These results are summarised in Table 4.3 below. The list of postcode sectors making up the

geographic markets that we have identified can be found in Schedule 2.

Table 4.3: Summary of results of geographic market analysis

WLA geographic Count of Count of UK % of UK % of UK
market pOStCOde sectors premlses pOStCOde sectors premlses

Area 2 7,824 27.8m 81% 86%

Area 3 1,881 4.4m 19% 14%

Source: Ofcom analysis of Connected Nations data and additional planned deployment data. See Annex 3.
Note that all figures exclude 46 Hull Area postcode sectors.

The review process

4.282 BT stated that Ofcom should explore, and implement, processes for conducting more
frequent regulatory reviews. It stated that this approach could be incorporated into existing
regulatory project cycles that Ofcom conducts.>®!

4.283 Openreach stated that Ofcom should use regulatory mechanisms for dealing with
uncertainty and pointed to Ofgem’s use of uncertainty mechanisms in its price control
framework.>®

81 BT Group response to TAR26 March 2025 Consultation. Pages 3-4. Paragraph 1.14.

82 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 26. Paragraph 76.
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4.284

4.285

4.286

nexfibre stated that determining the absence of SMP is a rigorous and complex process and
reassessing this during the review period would significantly burden stakeholders and
jeopardise valuable regulatory certainty.>®

We recognise, as BT and Openreach have highlighted, that this is a highly dynamic market
where competitive conditions can change rapidly, and there is significant uncertainty about
how the market will develop over the review period. We do not consider that more
frequent regulatory reviews, as suggested by BT, would be the best way to manage this
uncertainty.*®*

We consider that a longer (five year) review period provides regulatory stability and
certainty for investors which is important during a period of network build and significant
investment. nexfibre highlighted that more frequent reviews would impose significant
burdens on stakeholders and undermine regulatory clarity.*®> We have designed some of
our remedies to incorporate a level of flexibility so that we can take into account changing
market conditions and any increase in competition as we apply those remedies during the
five-year period (Volume 3, Section1).

Application of the three criteria test

Our proposals

4.287

4.288

4.289

4.290

In this subsection, we consider whether the three criteria set out in section 79(2B) of the
Act are met in relation to the WLA markets.

As set out in Annex 1, in determining whether to identify a market for the purpose of
making a market power determination, we must consider whether the three criteria set out
in subsection 79(2B) of the Act are met. Where we do not consider that the three criteria
are met, we may not identify a market for this purpose.

In the WLA market, we expect an increase in competition in certain areas of the UK, but not
in others, leading us to define sub-national markets. However, we consider it appropriate to
assess the three criteria at a more general level, taking into account overall characteristics
and structure in the relevant product market, and to leave the assessment of competition
at a sub-national level to our SMP assessment. We approach the three criteria test for WLA
on this basis.

In the March 2025 Consultation, we proposed that the WLA markets which we proposed to
define met the three criteria test.

Stakeholder responses

4.291

Openreach disagreed with Ofcom’s application of the three criteria test, arguing that given
the presence of alternative networks, many providers have been able to overcome barriers
to build new infrastructure and that legal or regulatory barriers are minimal. It criticised
Ofcom for not conducting a sufficiently forward-looking assessment of whether the market
is trending toward effective competition. Openreach also contended that competition law

%83 nexfibre response to TAR26 March 2025 Consultation. Main response. [3<].

84 The Act provides that we must review SMP findings at least every five years. In the WFTMR21, we decided
to adopt a five-year period for our market review to provide as much regulatory stability for investment as we
could, and have taken the same approach in this review. We retain the power to step in and review the market
before that and cannot fetter our discretion as to future decisions, but we currently do not expect to review
the market again before 2031.

385 nexfibre response to TAR26 March 2025 Consultation. Main response. [3<].
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should adequately address any remaining concerns, provided markets are correctly
defined.>®

4.292 VMO?2 strongly supported Ofcom’s conclusion that the market is not yet trending toward
effective competition without existing WLA remedies. It emphasised that, absent SMP
protections, BT would retain both the ability and incentive to undermine emerging
competition, and therefore Ofcom should adopt a cautious approach. VMO2 also agreed
that competition law alone would not be sufficient to safeguard competitive conditions.>®’

4.293 CityFibre, nexfibre, VodafoneThree, and the Advisory Committee Scotland, expressed
agreement with Ofcom’s conclusions on the three criteria test.>%®

Reasoning and decisions

High and non-transitory barriers to entry

4.294 There are significant barriers to entry and expansion in the WLA markets, arising from the
cost of constructing a significant scale local access network and connecting customers.
Further, in the WLA market, the existence of high upfront costs in establishing coverage
across an area creates significant economies of scale, because once the investment in
network build has been made, these costs can be spread across a large number of active
customers.

4.295 There are also other factors that could present some challenges or create uncertainties for
the rollout of rival networks across the UK,**° and in some parts of the UK, low density of
premises constitutes a challenge.

4.296  Additional network build is expected to be more limited during the review period,
compared to the build we have seen to date. However, the costs associated with
connecting customers will likely be particularly relevant given the need to increase take-up.
While PIA can reduce some of these costs, these are likely to remain high over the review
period.

4.297 While we agree with Openreach that some operators have successfully built new networks,
barriers to sustainable entry remain high. Altnets need to achieve sufficient take-up and
revenues, as well as scale, to become material and sustainable competitors. As discussed as
part of the SMP assessment, absent regulation, this is likely to be highly challenging.
Competition is also likely to be particularly vulnerable to BT’s strategic behaviour, as BT’s
incentives would be high to deter ISPs from switching and multi-sourcing.

4.298 Accordingly, high and non-transitory barriers to entry are likely to persist in WLA markets at
a national level. Where barriers are likely to be lower in sub-national markets, we take this
into account in our SMP assessment.

86 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 15-16. Paragraphs 25-27.
Openreach also stated that our assessment overlooked convergence between WLA and LLA services. We
address this statement in Section 5.

>87 Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraphs 86-88 and 90-95.

>88 CityFibre response to TAR26 March 2025 Consultation. Q2.7; nexfibre response to TAR26 March 2025
Consultation. Main response. Q2.7 ;VodafoneThree response to TAR26 March 2025 Consultation. Page 11.
Paragraph 15 ;Advisory Committee for Scotland response to TAR26 March 2025 Consultation. Q2.7.

%89 For example, as set out at in the SMP assessment sub-section below, completing the rollout and connecting
customers can be affected by the need for wayleaves, availability of resources (including workforce) and the
need for street works.
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A market which does not tend towards effective competition

4.299

4.300

4.301

4.302

4.303

We assess competitive conditions in WLA markets in the SMP assessment section below. In
summary, while entry and expansion of alternative network providers over the WFTMR21
period has started to reduce BT’s market share in some parts of Area 2, it is still high and, as
further discussed as part of the SMP assessment, is likely to remain so over the review
period.

Although there has been significant build by altnets in parts of the UK, altnets need to
achieve sufficient take-up and revenues, as well as scale, to become sustainable
competitors to BT. As explained in more detail above, there is considerable uncertainty over
whether they will secure the scale needed, establish robust ISP partnerships, and convert
build into meaningful customer take-up. The completion, integration and impact on take-up
of wholesale agreements remains uncertain. Market consolidation could reshape
competitive dynamics, but its timing and impact remain uncertain.

In other parts of the UK, we do not expect sustainable competition to BT to emerge in the
foreseeable future.

Accordingly, we do not consider the market will tend towards effective competition at a
national level. We take account of increasing competition at a sub-national level in our SMP
assessment.

We do not agree with Openreach that this assessment is insufficiently forward-looking. As
explained above, we relied on evidence on potential future developments to come to these
conclusions. For reasons set out in relation to the WLA product market definition, we
consider LLA and WLA services to be in separate markets. Because the three criteria test
has to be satisfied for the market we have defined, we do not consider the potential
convergence of LLA and WLA services as part of this assessment.>®

Insufficiency of competition law

4.304

4.305

4.306

We set out in more detail, in Section 7 below, our competition concerns arising from BT’s
SMP in WLA markets. Absent regulation, BT’s SMP would give it the incentive and ability to
engage in forms of conduct that could distort competition and/or harm consumers. These
forms of conduct fall into two broad categories:

Exclusionary behaviour by BT to prevent potential competitors from competing in the WLA
market or prevent them from gaining market share.

Exploitative behaviour by BT at the expense of its wholesale access customers in the WLA
markets, ultimately harming end-users who purchase services from BT’s wholesale access
customers in the downstream markets.

Although our concerns vary according to whether the behaviour is exclusionary or
exploitative, both ultimately lead to poorer outcomes for end-users.

For example, in the absence of regulation, BT could respond strategically to altnet
expansion, by engaging in strategic behaviour in areas where rivals gain traction.>** Such
conduct could limit altnets’ ability to achieve scale and sustainability, thereby reducing ISPs’
long-run alternatives. This in turn could limit the ISPs in their ability to constrain BT through

%0 |n addition to the section on product market definition, we also discuss convergence between LLA and WLA
services in Volume 2, Section 5.
%1 We discuss the potential for OR to act strategically in our SMP assessment.
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4.307

4.308

4.309

the threat of switching, and harm end-users by limiting the ISPs in their ability to offer best
quality and value service.

Competition law, in particular the rules prohibiting the abuse of a dominant position, is an
important part of the legal framework with which BT needs to comply. Given its position of
SMP (which equates to the competition law concept of dominance) BT has a special
responsibility not to allow its actions on the market (where conditions of competition are
weak) to distort or impair competition.

However, we consider that competition law remedies would be insufficient to address the
identified competition concerns on their own in this context and disagree with Openreach’s
view on this matter.

a) First, competition law would focus on tackling the abuse of a dominant position and
would not be as effective as ex ante regulation in promoting and protecting competition
from rival networks in the WLA market and in downstream retail markets.

b) Second, regulation must remain effective for the review period, and ex ante regulation
better enables us to do this as it can be tailored to the particular circumstances in the
markets and services provided.

¢) Third, competition law does not provide enough regulatory certainty, which itself can
undermine competition — and regulatory certainty is important in encouraging long-
term investment in competing networks. In contrast, a benefit of ex ante regulation is
that all industry stakeholders are clear in advance on the regulation that will apply.

d) Fourth, ex ante regulation can facilitate more timely enforcement due to the greater
certainty and specificity provided. Although significant fines can be levied for breaches
of competition law, which do have some reputational and commercial implications,
cases often take considerable time, by which point the damage to competition may be
irreversible.

On that basis, while competition law enforcement may be used in appropriate
circumstances, we do not consider that it would be sufficient to rely on it alone and so
consider that ex ante regulation is required.
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Our conclusions on geographic market definition and the
three criteria test

4.310 We consider that the three criteria test set out in section 79(2B) of the Act is met.

4.311 We therefore identify the following markets for WLA for the purposes of making a market
power determination:

a) WLA Area 2 — postcode sectors in which there is, or there is likely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks; and

b) WLA Area 3 — postcode sectors in which there is not, and there is unlikely to be
potential for, material and sustainable competition to BT in the commercial deployment
of competing networks.

SMP assessment

4.312 The following sections set out our SMP assessment and are structured as follows:

a) First, we set out the proposals we made in the March 2025 Consultation.

b) Second, we summarise stakeholder responses to the Consultation.

c) Third, we set out our SMP findings, and the underlying analysis and evidence for each
market.

Our proposals

4.313 Inthe March 2025 Consultation, we proposed that BT has SMP in both WLA Area 2 and
WLA Area 3, although for different reasons.

4.314 In Area 3, we found that competition was very limited and barriers to entry and expansion
were particularly high. BT had far greater network coverage than any rival, and smaller
operators faced structural constraints that made increasing scale and attracting customers
difficult. These conditions meant BT was likely to remain the main supplier of WLA services
in Area 3 over the review period, with little prospect of material change.>*?

4.315 In Area 2, we found that competition was more developed, with rival networks such as
VMO?2 and CityFibre expanding their footprints and playing an increasingly important role.
However, BT retained substantially greater coverage and competitive advantages, including
its large installed base and ability to influence ISP behaviour. Barriers to entry and
expansion persisted, and there was uncertainty around the effectiveness of future
wholesale competition. Countervailing buyer power remained limited and was unlikely to
materially constrain BT.>%

4.316 For these reasons, we provisionally concluded that BT would continue to hold SMP in each
of WLA Area 3 and WLA Area 2 and proposed market power determinations accordingly.

592 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 4.214-4.223.
393 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 4.224-4.243.
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Stakeholder responses
Approach to SMP assessment

4.317 Openreach stated that Ofcom should take a forward-looking approach in its SMP
assessment, rather than relying on a static assessment of market shares. It suggested that
recent wholesale agreements and evidence on future market developments should be
considered as part of this forward-looking analysis.>**

4.318 Openreach provided case-studies from Estonia, Ireland, Italy, and the Netherlands where
each respective regulator has in recent years found areas of its country where the
established WLA providers no longer has SMP and urged Ofcom to consider these examples
as part of our assessment.>?

SMP findings

4.319 The following stakeholders expressed broad agreement with Ofcom’s SMP findings:
Allpoints Fibre, CityFibre, [3<], VodafoneThree, Sky, the Welsh Government, the Advisory
Committee for Scotland, Gamma, Liberty Global, the PIA Coalition, Tech UK, and Substantial
Group.>®®

4.320 While agreeing overall, Allpoints Fibre noted that the most likely reason SMP could change
would be if VMO2 or nexfibre began offering wholesale access.*” Similarly, the Welsh
Government queried whether VMO2 and nexfibre together could represent a material
constraint on BT during the review period.>%

4.321 In contrast, BT stated that Ofcom should revise its SMP assessment in BT+2 postcode
sectors (currently part of Area 2), based on its view that Openreach’s market share will fall
below 50% over the course of the review period. It argued this will happen because of
increasing altnet take-up, nexfibre expansion, and the potential for increased wholesaling
from VMO2 and altnets.>® In addition, BT stated that strong retail price competition and
the increasing buying power of customers meant that the SMP assessments should be re-
evaluated.®®

4.322 Openreach®! also noted that BT might not have SMP in BT+2 areas now or on the forward-
look, using the same evidence as it did to support the submission that BT+2 areas are or will
be an Area 1.°%

3% Openreach response to TAR26 March 2025 Consultation. Annex 1. Paragraphs 65-72.

3% Openreach Response to Ofcom’s Telecoms Access Review 2026-31 Consultation, Annex 3, Pages 14-31.
3% Allpoints Fibre response to TAR26 March 2025 Consultation. Page 5. Paragraph 29. CityFibre response to
TAR26 March 2025 Consultation. Page 7. Paragraph 2.7. [$<] response to TAR26 March 2025 Consultation.
[3<]. VodafoneThree response to TAR26 March 2025 Consultation. Page 12. Paragraph 19. Sky response to
TAR26 March 2025 Consultation. Page 3-4. Paragraphs 11-12. Welsh Government response to TAR26 March
2025 Consultation. Page 2. Gamma response to TAR26 March 2025 Consultation. Page 3. Liberty Global
response to TAR26 March 2025 Consultation. Page 1. PIA Coalition response to TAR26 March 2025
Consultation. Page 4. TechUK response to TAR26 March 2025 Consultation. Page 4. Substantial Group Limited
response to TAR26 March 2025 Consultation. Page 3.

%7 Allpoints Fibre response to TAR26 March 2025 Consultation. Page 5. Paragraph 29.

5% Welsh Government response to TAR26 March 2025 Consultation. Page 2.

599 BT Group response to TAR26 March 2025 Consultation. Page 3. Paragraph 1.14.

BT Group response to TAR26 March 2025 Consultation. Pages 18-19. Paragraph 2.45.

601 Openreach response to TAR26 March 2025 Consultation. Annex 1. Section 2.3.

602 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 21-33. Section 2.3.

600
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4.323  Openreach submitted that Ofcom did not provide clear evidence in the March 2025
Consultation for why Openreach holds SMP in the VMO2 footprint.®® It stated that where
VMO?2 is present, “a proper assessment might well conclude that Openreach does not have
SMP in this area”. The report also stated that VMO2’s scale is understated by Ofcom, as it
uses postcode sectors as the relevant geographic unit, including premises where VMO?2 is
not present in its calculation of VMO2’s market share.®%*

Market shares

4.324 Openreach commented that evidence on market shares must be up to date, based on the
appropriate geographic unit and that Ofcom should take account of the rapid acceleration
in the migration of volumes between networks.%

Barriers to entry and expansion

4.325 [3<], FCS and Gigaclear agreed with our preliminary findings in the March 2025
Consultation on barriers to entry and expansion.®%

4.326  FCS highlighted the costs involved with terminating contracts and the costs of number
porting.®’

4.327 Gigaclear highlighted the specific challenges that altnets face in rural areas. Gigaclear was
particularly concerned about the possibilities of socially inefficient overbuild that
Openreach may carry out in rural areas due to its incumbency advantages.®® It also
identified the unpredictability of Openreach’s roll-out as a significant barrier to entry in the
rural WLA market.®”

4.328 In contrast, Openreach stated that Ofcom placed too much emphasis on the challenges
faced by retail altnets in attracting customers and by wholesale altnets in securing ISP
agreements.®® Openreach pointed to recent developments in the wholesale market as
evidence of progress, including CityFibre signing deals with TalkTalk, Vodafone, Sky, and
Zen, with the now live Sky—CityFibre agreement.®!!

Countervailing buyer power

4.329 Openreach stated that Ofcom had not given sufficient weight to the current state of
wholesale agreements when assessing countervailing buyer power. It highlighted that
CityFibre now has deals with all major ISPs, including a live agreement with Sky [3<].5?
Openreach also noted that all major communications providers are now multi-sourcing,
which it views as clear evidence that ISPs are both willing and able to switch between

603 Openreach response to TAR26 March 2025 Consultation. Document 1. Page 42. Paragraph 134.

604 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 33-37. Section 2.4.

605 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 25. Paragraph 73.

606 [3<] response to TAR26 March 2025 Consultation. [3<]. FCS response to TAR26 March 2025 Consultation.
Pages 4-5. Gigaclear response to TAR26 March 2025 Consultation. Pages 17-18.

607 ECS response to TAR26 March 2025 Consultation. Pages 4-5.

608 Gigaclear response to TAR26 March 2025 Consultation. Pages 16-17.

609 Gigaclear response to TAR26 March 2025 Consultation. Pages 17-18.

610 Openreach response to TAR26 March 2025 Consultation. Document 1. Paragraphs 138-146.

611 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 17. Paragraph 41.

612 Openreach confidential response to TAR26 March 2025 Consultation. Assessment of WLA market and
approach to regulation. [3<].
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4.330

Prices
4331

wholesale suppliers. In its view, this demonstrates the presence of countervailing buyer
power in the market.*3

VodafoneThree highlighted that Openreach’s decision to not voluntarily agree to QoS terms
with external ISPs is evidence of the lack of countervailing buyer power in the WLA
market.®*

Openreach mentioned that, in its view, Ofcom had been too quick to dismiss competition as
a factor influencing recent price offers. It noted that ISPs have requested additional price
reductions from Openreach to compete against alternative networks, which it views as a
clear sign of competitive pressure.®*

Our reasoning and decisions
Approach and relevant evidence

4.332

4.333

4.334

4.335

4.336

4.337

To assess whether BT has a position of SMP in any geographic market, we assess the
strength of the competition it faces in that market. We ultimately need to evaluate the
extent to which over the review period — absent regulation in the WLA market — BT would
have the power to behave to an appreciable extent independently of competitors, its own
customers and ultimately consumers.

In practical terms, our SMP assessment takes account of a number of factors including:
market shares, competition from existing network infrastructure, barriers to entry and
expansion, countervailing buyer power, pricing and out-of-market constraints.

We agree with Openreach that our SMP assessment must be forward-looking, and our
analysis reflects this. We take into account market dynamics and expected and foreseeable
developments that may impact on competitive conditions.®%

To support this, we have gathered updated evidence from stakeholders, including business
plans, existing and possible future wholesale agreements, and internal documents
addressing operational factors such as the cost and duration of onboarding new providers.
This ensures our assessment is based on recent, reliable information.

Openreach stated that Ofcom should consider international examples of deregulation as
part of our assessment. We have considered the evidence submitted to us, and while such
comparisons can provide useful context, they are not central to our SMP assessment.
Market conditions, regulatory frameworks, and competitive dynamics vary significantly
across countries, meaning outcomes in other jurisdictions cannot be directly applied to the
UK. Our approach is grounded in UK-specific evidence and a forward-looking analysis of
developments in this market, which we consider the most appropriate basis for
determining SMP.

In the rest of this subsection, we discuss analysis and evidence relating to the factors we
have outlined above across the two WLA geographic markets. As noted above, some of the

613 Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach
to regulation. Page 14. Paragraph 33. Pages 15-17. Paragraphs 41-43. Page 25. Paragraph 73.
614 VodafoneThree response to TAR26 March 2025 Consultation. Page 12. Paragraph 19.

615

Openreach further response to TAR26 March 2025 Consultation. Assessment of WLA market and approach

to regulation. Page 26. Paragraph 73.
616 See section 79(1A) of the Act.
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analysis and evidence underlying our SMP assessment may also underpin the assessment
we have conducted for the purpose of defining WLA geographic markets. This is because,
albeit with a different purpose, both the geographic market definition and the SMP
assessment will need to examine competitive conditions. The former with a view to
determining geographic areas where competitive conditions are sufficiently similar and the
latter with the aim to assess whether, within each of these geographical areas, competitive
conditions are indicative of SMP such that ex ante regulation is necessary over the review
period.

4.338 Inthe following subsections, we therefore draw on and — where relevant expand on — the
analysis and evidence presented in previous sections.

Market shares

4.339 Take-up or market shares do not on their own determine the intensity of competition, but
they can provide a useful first indicator of competitive conditions.

4.340 Table 4.4 below presents BT’s market share in the supply of WLA in Areas 2 and 3.5/

Table 1.4: Summary of market shares for WLA markets®'®

Area 2 Area 3

BT’s share of connections 61%-80% 81%-90%
([<1%) ([3<1%)
Largest rival (VMO2), share of 11%-30% 0%-10%
connections ([3<]1%) ([3<]1%)
A 619
=L
i ([3<1%) ([5<1%)
connections

Source: Ofcom analysis of Connected Nations data and additional planned deployment data. See Annex 3.

4.341 Openreach submitted that we should take account of the rapid acceleration of volumes lost
to competing networks. It stated that, based on Openreach’s data, BT’s market share within
BT+2 had declined by [3<] between [3<] to [<], while BT’s market share within BT+1 had
declined by [3<] in the same timeframe. It submitted that this data points to a trend that
should be part of our forward-looking assessment.®*

4342 We have compared market shares between July 2024 and July 2025, [3<].

617 We have estimated market shares in Areas 2 and 3 based on shares of July 2025 active broadband
connections. Our analysis is based on data collected from network operators and the same underlying dataset
discussed in relation to WLA geographic market definition. We set out more detail on our approach to this
analysis in Annex 3.

618 We acknowledge concerns about the dilution of market shares expressed by Openreach. We consider that
on balance, the use of postcode sectors as the relevant geographic unit is preferable to premises. However, we
recognise that this means that market shares may on occasion understate competition to some degree. We
discuss this in more detail in the subsection on geographic market definition where we explain our choice of
geographic unit. We also note that our SMP assessment is not based solely on market shares, but relies on a
range of evidence.

619 Defined by total current footprint.

620 Openreach further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local
Access market - slide deck Jan 2026.. Pages 4-6.
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Table 2.5: Market shares for WLA markets in July 2024 versus July 2025

Area 2 Area 2 Area 3 Area 3
(Jul 2024) (Jul 2025) (Jul 2024) (Jul 2025)

BT’s share of connections 61-80% 61-80% 91%-100% 81-90%
[<] [5<] [5<] [¥<]

Largest rival (VMO2), share 11-30% 11-30% 0%-10% 0%-10%

of connections <] <] <] <]

S dli t rival

é;::ibr:;ii:r:‘z 0%-20% 0%-20% 0%-10% 0%-10%
[<] [5<] [5<] [¥<]

connections

Source: Ofcom analysis of Connected Nations data and additional planned deployment data. See Annex 3.

4.343 However, as discussed above it is not possible to predict future market shares based on
what has occurred to date (with regulation in place), due to the uncertain nature of
developments around wholesale agreements, take-up and consolidation. As mentioned,
this is highlighted by a recent slow down in line losses.®*! We take a forward-looking
approach to SMP by considering a range of forward-looking evidence in our assessment of
barriers to entry and expansion and countervailing buyer power, but it would not be
appropriate or informative to include in this a simple extrapolation from previous market
shares.

Competition from network infrastructure

4.344 Where competing networks have existing infrastructure, they are more able to provide a
degree of competition to BT for customers in that area.

4.345 When defining geographic markets, we looked at coverage data to identify altnets that are,
or have the potential to be, material and sustainable competitors and determine where
they are present with the aim of defining the boundaries of WLA Area 2 and WLA Area 3.
When setting out our SMP findings, we draw on the same evidence and combine it with
other considerations to assess the level of constraint on BT in each of those geographic
markets.

4.346 Table 4.6 below presents the percentage of premises already covered by BT’s largest rivals
in each of the proposed geographic markets.

Table 4.6: Summary of current coverage from VMO2 and second largest rival for WLA markets

Total number of premises 27.8m 4.4m
Largest rival (VMO2) % 61%-70% 11%-20%
premises passed ([3<]%) ([3<1%)
Second largest rival (CityFibre) 11%-20% 0%-10%
% of premises passed ([3<]%) ([5<1%)

21 Enders Analysis. BT: The altnet threat starts to recede. Accessed 11 February 2026.
Financial Times. BT stems customer losses as broadband competition abates. Accessed 11 February 2026.
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Source: Ofcom analysis of Connected Nations data and additional planned deployment data. See Annex 3.

4.347 Network build is expected to continue over the review period (although at a more limited
scale than we have seen to date). Table 4.7 below presents the percentage of premises that
BT’s largest rivals plan to cover over the review period in each of the geographic markets.

Table 4.7 Summary of current and planned coverage from VMO2 and the second largest rival for
WLA markets

Total number of premises 27.8m 4.4m
0/_700
Largest rival (VMO2) % 61%-70% 11%-20%
premises passed ([3<1%) ([5<1%)
11%-20% 0%-10%

Second largest rival (CityFibre)
% of premises passed (13<1%) ([3<1%)

Source: Ofcom analysis of Connected Nations data and additional planned deployment data. See Annex 3.

Barriers to entry and expansion

4.348 The economics of building and operating telecoms networks means that altnets’ entry may
not be viable in all areas, and even in areas where entry is viable, altnets face challenges
before they can establish themselves as sustainable competitors to BT.

4.349 Inthe following paragraphs we assess the nature and scale of these challenges. First, we
discuss the costs of rolling out a network. Then, we explain why rolling out a network is not
sufficient for sustainable entry into WLA markets. In addition to roll-out, altnets would need
to achieve sufficient levels of take-up and revenues, as well as scale, which is a lengthy and
challenging process, especially in light of BT’s incumbency advantages.

High costs of roll-out

4.350 Building a network that supports WLA services involves significant capital investment to
cover the material costs of construction and customer connections. There is a large
economy of scale because once the high fixed cost of investment in network build has been
made, these can be spread across a large number of active customers. In a similar fashion,
there are also economies of scale arising from the fixed cost of operating a network such as
marketing, customer operations and maintenance.

4.351 PIA can be used by networks to reduce build costs, and since the last review we have seen
substantial rollout of rival networks supported by PIA. However, even with PIA the costs
and time required to complete any additional network build are still likely to be
substantial.®*

4.352  As discussed above, we have seen significant build since the last review and many network
operators have plans to continue to build, suggesting some altnets are overcoming this
barrier in some areas. However, we recognise that additional network build is expected to

622 As set out in Table A11.4 of Annex 11, we estimate that with the use of PIA a reasonably efficient operator
would incur a cost per premise passed of between £307 and £466.
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be more limited compared to the build we have seen to date, and the costs associated with
connecting customers as they increase take-up are still significant.

4.353  As such, over the review period, build costs are likely to remain a barrier, and a particularly
high barrier in some areas of the UK (e.g., in more rural or less densely populated areas).
Stakeholder responses highlight these cost-related challenges. FCS pointed to the costs of
terminating contracts and number porting as key obstacles for altnets, while Gigaclear
emphasised the high costs of rural deployment.®3 624

4.354  In addition to build costs, completing the rollout and connecting customers can be affected
by the need for wayleaves, availability of resources (including workforce) and the need for
street works.®?® For example, a number of providers ([3<]) noted that gaining permission to
install new fibre optic cables at properties, [3<], slows down network build while increasing

its cost.5%®

4.355 Network operators may also be able to increase scale by consolidating or partnering with
other network operators. However, as noted above, the process of consolidation is at an
early stage and is likely to involve financial and technical challenges.®?’ As such
consolidation will not always constitute a materially quicker (or cheaper) entry option
compared to organic build.

Challenges of achieving sufficient take-up

4.356 Even where alternative networks have overcome the barriers to building a network, rollout
is not sufficient to become a material and sustainable competitor to BT. As set out in
Volume 3, Section 1, take-up is critical, as it underpins the ability of altnets to exert a strong
competitive constraint on Openreach in the long term, and so for competition to be
sustainable.

4.357 Toincrease take-up, both wholesale and retail altnets are currently pricing competitively to
attract ISPs or end-users. For example, [3<] noted that the [3<] offers competitive pricing
[3<].%8 Similarly, [3<] noted that [$<].5%°

4.358 However, while some providers have made progress in increasing take-up®® (see Section 2),

challenges remain. The evidence indicates that there are a number of underlying
challenges, many of which are likely to persist into this review period, which we discuss
further below. In particular:

a) attracting retail customers can be difficult due to switching costs;

623 ECS response to TAR26 March 2025 Consultation. Pages 4-5.

624 Gigaclear response to TAR26 March 2025 Consultation. Pages 17-18.

625 We recognise BT may face similar costs in rolling out its FTTP network. However, in contrast to altnets, BT
would have the advantage of an established legacy network which it can keep using to compete in the market
for WLA services.

626 [3<] response dated [3<] to s135 notice dated [$<], question [$<]; [3<] response dated [5<] to 5135 notice
dated [3<], question [2<]; [3<] response dated [3<] to s135 notice dated [3<], question [<]; [3<] response
dated [3<] to s135 notice dated [3<], question [3<].

627 For example, [3<] indicated that the integration capex incurred from consolidation [$<] was significant,
amounting to [3<]. [3<] response dated [3<] to s135 notice dated [2<], question [3<]. [3<] estimated the
integration costs [3<] to be material ([2<]). [$<] response dated [2<] to s135 notice dated [3<], question [3<].
628 [3<] response dated [3<] to s135 notice dated [<], question [<].

629 [3<] response dated [3<] to s135 notice dated [<], question [<].

630 For example, CityFibre. We discuss its progress above.
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b) securing deals with large wholesale customers can assist new entrants in becoming
established, but can be a lengthy and complex process;

c) even when a deal is signed and implemented, there remain challenges in increasing
take-up; and

d) in the absence of SMP regulation of the WLA markets, BT would have the ability to
make it more difficult for altnets to gain take-up, as well as deter additional network
build, in order to undermine the development of network competition.®!

4.359 In contrast, Openreach benefits from having downstream BT (including Plusnet and EE) as
an anchor customer and having a large installed base across other ISPs with which it has
established relationships.®*

Customers’ switching costs

4.360 One of the core challenges for new entrants is the time and cost it takes to achieve
customer switching, as perceived or actual switching costs can deter customers from
changing supplier. Changing supplier may involve additional financial costs (such as the cost
of a new connection), and some disruption to the end-user. In addition, retail customers
can be less likely to take-up a service from brands with which they are not familiar.®** As
such, new entrants, especially vertically-integrated network operators, will need to
establish brand and reputation which may take some time.

4.361 We recognise that some of these barriers are likely to be lower for customers that have not
yet migrated to FTTP. Before customers have migrated, suppliers offering FTTP can seek to
attract customers with higher speeds and improved reliability compared to their existing
technology.®** For customers that have already migrated to FTTP, the focus of competition
may shift more to pricing, customer service and more incremental improvements in quality.

Challenges in securing and implementing deals with large wholesale customers

4.362 One important avenue for new network operators to gain the necessary take-up is through
wholesale deals with larger ISPs. Given that these potential wholesale customers currently
have large subscriber bases, existing customer relationships and recognised brands, such
deals could enable entrants to grow customer penetration quickly and reduce risks.

4.363  Securing such deals is dependent on ISPs being willing to engage with entrants, and there
are factors such as footprint and pricing that suggest it may be challenging for new entrants
that have not yet secured deals to secure this engagement, particularly for smaller
networks.®* Even once this engagement has started, these can be complex, bespoke
negotiations

831 We discuss the potential for OR to act strategically in our SMP assessment..

632 BT has the largest retail market share (30% in 2024) while Openreach also supplies wholesale services to
other large retail providers such as Sky, TalkTalk and Vodafone. Ofcom. 17 July 2025. Communications Market
Report 2025. Interactive Data, Telecoms and Networks, Fixed telecoms connections by ISP (%). As discussed
below, altnets are increasingly dealing with these large retail providers but this is still at an early stage of
development and/or not sufficient to constrain BT.

633 For example, the findings of a customer survey from [3<] indicate that [3<]. [5<] response dated [3<] to
s135 notice dated [$<], question [<]

634 See Volume 2, Section 2.

835 For example, analysis by [<] conducted to decide on wholesale agreements with altnets, namely [$<],
identified existing and planned footprint, along with discounted prices as compared to Equinox offer prices as
the two key deciding factors. [3<] response dated [3<] to s135 notice dated [3<], question [3<].
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4.364 Itis important to note that even if a deal has been signed between a network operator and
an ISP, successfully implementing it is dependent on a number of additional challenges and
uncertainties, including: completing any residual network build; completing any required
product, operations, service and/or systems development; maintaining a competitive price
offering; gaining a reputation as a wholesale partner; and securing enough orders over
time.®%® Thus, even with signed agreements, barriers persist.

4.365 Therefore the process of negotiating and implementing wholesale deals takes time, and
involves costs. As an example, in order to switch or multi-source, ISPs would typically need
to integrate their IT systems with the new network. This is usually a lengthy and costly
process which is easier to justify in cases where ISPs can migrate large volumes to the rival
networks. For example:

a) VodafoneThree stated that onboarding a new wholesaler would come with [3<]in IT
integration costs alone.®’

b) VodafoneThree also noted that it took a considerate amount of time to onboard
Community Fibre, [3<].5%8

¢) [3<] noted that onboarding new providers is complex, resource-heavy and would
require significant investments. Specifically, [3<].%%

d) [3<] said it has to offer significant incentives to ISPs to attract them onto the [<]
network, including payments for systems integration.®*

e) [3<]internal documents suggest that it might take between three and nine months to

onboard a new provider.®#

4366 Nonetheless some altnets have been able to secure deals with ISPs, some of which have
been successfully implemented over the last few years,®*? for example:

a) CityFibre has had active deals with Vodafone and TalkTalk since 2017 and 2020
respectively. CityFibre’s agreement with Sky went live in July 2025, resulting in an

increase in CityFibre’s take-up to over 20% across its FTTP consumer footprint.®# 644 645
646

836 For example, [3<]. [5<] response dated [$<] to s135 notice dated [3<], questions [$<].

637 VodafoneThree confidential response to TAR26 March 2025 Consultation. [3<].

638 \VodafoneThree confidential response to TAR26 March 2025 Consultation. [3<].

639 [3<] response dated [3<] to s135 notice dated [$<], questions [5<].

640 [3<] response dated [3<] to s135 notice dated [$<], question [$<].

641 [3<] response dated [3<] to s135 notice dated [<], question [<].

642 We also understand that a number of common wholesale platforms have been launched and that orders
have been placed on at least one of these platforms. Such platforms have the potential to create scale by
aggregating access across multiple smaller networks and reducing the time and costs associated with switching
or multi-sourcing.

643 CityFibre. 9 November 2017. Vodafone and CityFibre bring gigabit-speed fibre to the UK. Accessed 29
January 2026.

644 CityFibre. 21 January 2020. CityFibre acquires FibreNation and adds TalkTalk as strategic customer,
increasing its rollout plans to pass up to 8 million premises. Accessed 29 January 2026.

645 CityFibre. 9 July 2025. Sky becomes UK’s fastest major broadband provider with launch of new 5 Gbps Full
Fibre speed and WiFi 7 hub. Accessed 29 January 2026.

646 CityFibre. 22 January 2026. CityFibre delivers record performance in 2025. Accessed 29 January 2026. Take-
up exceeds 20% across CityFibre’s RFS consumer footprint of 4.15m.
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b) Community Fibre has wholesale arrangements with VodafoneThree and PXC.%%’ 648
c) Freedom Fibre has deals with TalkTalk®* and Zen.®°

d) Trooli has an agreement with TalkTalk.®*

e) MS3 announced an agreement with Zen in September 2025.%*2

4.367 These agreements have the potential to substantially increase take-up for the relevant
altnets, and we have already seen some increases in volumes.®>* However, there remains
uncertainty about whether these volumes will necessarily persist in the future.

4.368 This is particularly the case if those agreements place significant commitments on the
network operators, and/or do not commit the ISPs to particular volumes. The significant
efforts and ongoing challenges required to implement these deals, [3<], demonstrate that
entry remains difficult and costly.

4.369 Itis also especially the case if we consider the market absent regulation. As set out in
Section 1, under the modified Greenfield approach we assess SMP in the absence of
regulation in the WLA market. This means that our assessment includes conduct that could
take place if BT faced no regulation in the WLA market.

4.370 Absent such regulation, competitors also remain vulnerable to strategic behaviour by
Openreach. BT could have the incentive, and in the absence of regulation the ability, to
leverage its incumbency advantage to deter ISPs from switching or multi-sourcing, thereby
exacerbating barriers to entry and expansion for altnets.

4371 For example, [3<] noted that Openreach’s ability to react and punish [3<] decision to multi-
source is very strong and could erode the value of a multi wholesale supply model.®>*

4.372 Moreover, we note that [3<].%>> This may increase BT's ability to implement strategic
behaviour to deter ISPs from placing orders with rival networks.®

4.373 Looking ahead, the outlook for wholesale deals remains positive but uncertain. We have
seen the completion and implementation of some wholesale deals, with altnets increasing
volumes as a result. However, the impact of these deals over the review period is still
uncertain, and we note for those without wholesale deals in place, many of the
implementation challenges identified above are likely to persist.

647 Community Fibre. 12 June 2025. Community Fibre announces strategic wholesale agreement with
VodafoneThree. Accessed 29 January 2026.

648 PXC. 18 November 2025. Community Fibre partners with PXC to continue upscaling its fibre services for
customers. Accessed 29 January 2026.

%49 Freedom Fibre. Freedom Fibre partners with Talk Talk. Accessed 29 January 2026.

650 Zen. 5 November 2024. We've partnered with Freedom Fibre. Accessed 29 January 2026.

51 pXC. 8 December 2025. PXC and Trooli partnership enters next phase. Accessed 29 January 2026.

652 |SP Review. 25 September 2025. ISP Zen Internet Signs Deal to Harness MS3’s UK Full Fibre Network
UPDATE. Accessed 29 January 2026.

653 For example, in its consultation response Openreach provided evidence of line losses [$<]. (Openreach
further response to TAR26 March 2025 Consultation. Further evidence on the Wholesale Local Access market -
slide deck Jan 2026. Confidential version. [3<].)

54 More specifically, [3<]. [¥<] response dated [3<] to s135 notice dated [$<], questions [<].

855 [3<] response dated [3<] to s135 notice dated [$<], questions [<].

656 We note that BT’s incentive to deter ISPs from switching or multi-sourcing to a rival network may be
particularly strong during the FTTP migration period. This is because, as noted above, rival networks may find it
more challenging to gain take-up once customers have migrated to Openreach’s FTTP network.
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https://www.ispreview.co.uk/index.php/2025/09/isp-zen-internet-signs-deal-to-harness-ms3s-uk-full-fibre-network.html

Countervailing buyer power

Countervailing buyer power in the WLA market

4.374

4.375

4.376

4.377

4.378

4.379

4.380

Purchasers may have a degree of buyer power where: a) they purchase a significant and
material proportion of a supplier’s total volumes; and b) they have a credible threat of
switching to an alternative supplier, or to self-supply, to an extent that would materially
impact the supplier’s profitability.

In the WLA market, a number of ISPs have large customer bases which, if switched to a rival
network operator, would generate economies of scale and support rival entry or expansion.
This means that large ISPs may be able to use the threat of switching as leverage in
negotiations to obtain more favourable terms from Openreach.

Whether an ISP has countervailing buyer power in practice will depend on a number of
factors including whether rival network provider(s) are present and have sufficient coverage
to provide a credible alternative to BT, the time taken and cost involved for new networks
to be built, the degree of commitment/risk required from the buyer and the cost and speed
of switching to (multiple) alternative wholesale providers.

Openreach submitted that ISP’s have countervailing buyer power in the WLA market,
stating that CityFibre now has deals with all major ISPs, [3<] and that all major ISPs are now
multi-sourcing. In contrast, VodafoneThree pointed to Openreach’s decision to not
voluntarily agree to QoS terms with external ISPs as evidence of the lack of countervailing
buyer power in the WLA market.®7 68

We agree that wholesale agreements by altnets and multi-sourcing by major
communications providers could strengthen ISPs’ countervailing buyer power. In addition,
the degree of ISPs’ countervailing buyer power could increase if VMO2 — which has a much
more mature network compared to new entrants — were to wholesale to ISPs. We also note
that Allpoints Fibre and the Welsh Government submitted that VMO2 and nexfibre may,
potentially through offering wholesale access, impact BT’s SMP over the review period.
However, as discussed above, whether and when VMO2 will wholesale to ISPs is uncertain.

We consider that while ISPs now have more options to shift volumes away from BT by using
altnets that have the necessary scale to be attractive wholesale partners®®, ISPs will remain
reliant on BT to serve a portion of their customer base, not least because Openreach’s
network in some places is and will be the only available network.®®® The extent of this
reliance will depend on the future development of alternative networks to provide
coverage across the UK and become viable candidates for wholesale partnerships, the costs
involved in multi-sourcing across different networks, and whether VMO2 becomes a
wholesaling network.

Therefore, while we agree with Openreach that the increased prevalence of wholesale
deals in the market is indicative of an increase in ISPs’ countervailing buyer power, the

%’0penreach confidential response to TAR26 March 2025 Consultation. Assessment of WLA market and
approach to regulation. [3<].

658 \VodafoneThree response to TAR26 March 2025 Consultation. Page 12. Paragraph 19.

59 And we recognise that it is possible that the range of network providers that are attractive wholesale
partners may increase over the review period.

650 Currently, in 29% of postcode sectors there is no alternative to Openreach from providers with more than
50,000 premises passed or planned. If all planned build materialises, this would be 20%. However, it is not
certain that all planned build will materialise, and some of it may only be completed near the end of the
review period.
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4.381

impact of this remains to some extent uncertain, and for the purposes of SMP assessment
needs to be considered in the context of the other factors we set out in this section.

In the following paragraphs, we assess the extent to which wholesaling by VMO2 in
particular might increase the competitive constraint on BT and impact ISPs’ countervailing
buyer power.

Potential for VMO2 to provide wholesale services

4.382

4.383

4.384

4.385

As noted above, VMO2 has announced an intention to offer wholesale access on its
network beyond its retail group and has taken some preparatory steps to enable this.
However, currently VMO2 has not publicly announced any wholesale agreement outside of
its retail group, and faces a number of challenges in doing so, as set out in the discussion of
VMO?2 in the geographic market definition section. The completion, terms and impact of
any potential agreements therefore remain uncertain.®®!

Absent regulation, VMO2’s ability to enter and expand in the wholesale market could also
be constrained, as certain types of strategic actions by BT across VMO2’s footprint could
create conditions that limit VMO2’s opportunities to secure ISP partnerships and provide
competitive offerings.

Therefore, while we consider that wholesaling by VMO2 has a strong potential to create an
additional form of direct competition to BT (which could in turn increase countervailing
buyer power), the evidence regarding the actual impact of VMO2 wholesaling is still limited,
and it is not clear that it would sufficiently undermine BT’s market power over the review
period.

In light of this, and given that VMO2 currently exerts only an indirect constraint as a
retail-focused operator (as explained in our discussion of VMO?2 in the market definition
section), for the purposes of our assessments below, we focus on this existing retail and
indirect constraint, reflecting the uncertainty around its wholesale position. We
nonetheless consider, where relevant, the potential for VMO2’s wholesale activities to
influence our conclusions.

Openreach pricing

4.386

4.387

4.388

While pricing behaviour can in principle inform an assessment of market power, in the
markets under review, BT’s pricing practices may be driven by a number of factors other
than SMP, including regulatory considerations and investment decisions. We therefore
consider evidence on BT's pricing practices with these caveats in mind.

In line with our approach in 2021, we have first considered BT’s pricing relative to the cap
on rental charges.®®? Pricing up to the cap might indicate that other constraints are
insufficiently strong to hold prices below the level of the cap and therefore be consistent
with a finding of SMP.

We have therefore considered evidence that Openreach has set its headline prices to its
regulated caps in 2021/22, 2022/23, 2023/24 and 2024/25. In the case of WLA this includes

%1 We note the publicly available details of the deal to acquire Substantial Group by Liberty Global, Telefonica
and InfraVia include terms relating to VMO2 buying wholesale access on the expanded nexfibre footprint
(which overlaps with VMO2's existing footprint). This deal is subject to regulatory clearance. VMO2. 18
February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion through their
existing joint venture, nexfibre. Accessed 26 February 2026.

662 A price cap (or charge control) sets a limit on the maximum amount BT can charge for specific services. In
2021, Ofcom imposed charge controls on MPF rental, FTTC 40/10 rental, and FTTP 40/10 rental.
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4.389

4.390

4.391

a charge control on MPF SML1 rentals, FTTC 40/10 rentals and SOGEA 40/10 rentals. For
each of these services Openreach has set its headline prices to its regulated caps in
2021/22,2022/23,2023/24 and 2024/25.%3

We acknowledge Openreach’s view that recent price offers it has made, including those it
claims to be driven by requests from ISPs for further reductions to compete with altnets,
may reflect competitive pressure. Such behaviour is consistent with competition beginning
to develop in some areas. However, this does not imply that BT no longer has SMP. Price
discounts can occur where an operator with SMP seeks to protect its position and maintain
a high market share, while still retaining substantial control over wholesale terms.

In this context we have also looked at Equinox Offer discounts for BT’s FTTP services.
Although competition was cited as one factor,®®* pricing decisions were also informed by
additional factors, including the ability to bring forward the stop sell date,®® the ability to
drive faster adoption of FTTP®®® and the ability to provide more pricing certainty in the long-

run.®®’

Overall, we consider that Openreach's pricing behaviour is not inconsistent with a finding of
SMP. However, in light of the evidence and caveats set out above, we do not consider
pricing to be a very informative indicator of SMP conditions. As such, we do not consider it
further as part of our SMP assessment.

External constraints

4.392 We have also considered the extent to which external constraints may reduce BT’s market
power i.e. out-of-market products such as fixed wireless access (FWA), satellite broadband
and mobile broadband, which may be a demand-side substitute for some consumers.

4.393 As outlined above, while these technologies have been gaining some traction since the last
review, take-up of these products is still relatively low compared to that of fixed broadband
(and in some cases, complementary), and we expect that to be the case throughout the
review period.

4.394  Given this evidence, we do not consider that these services will exert a significant
competitive constraint on BT in WLA Area 2 or in WLA Area 3 within the review period.

Our findings

Finding that BT has SMP in WLA Area 3

4,395 As discussed above, we define WLA Area 3 as the area in which there is not, and there is
unlikely to be potential for, material and sustainable competition to BT in the commercial
deployment of competing networks. Area 3 accounts for 19% of postcode sectors and 14%
of premises in the UK.

4.396 Inthe following paragraphs we consider whether BT has SMP in Area 3.

663 BT. WFTMR21 Compliance Model 2024-25, tabs ‘12B - LLU Comp Outcome’ and ‘12C — VULA’. Accessed 6
March 2026.

64 Openreach Limited response dated 11 May 2023 to s135 notice dated 22 February 2023, question 10.

665 Ofcom. September 2021. Statement on Openreach proposed FTTP offer (Equinox). Paragraph 3.15.

666 Openreach Limited response dated 11 May 2023 to s135 notice dated 22 February 2023, question 10.

667 Openreach Limited response dated 13 September 2021 to s135 notice dated 16 August 2021, question 4.
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Market shares

4.397 BT’s share of active broadband connections is currently 81%-90% ([3<]) in Area 3, as shown
in Table 4.4. The share of its largest rival VMO?2 is less than 10% ([2<]).

Competition from presence of network infrastructure

4.398 Coverage analysis presented in Table 4.6 above shows that BT has significantly larger
coverage than any of its rivals in Area 3, with BT’s largest rival covering less than 20% [3<]
of premises in Area 3. Even allowing for planned build, this is not expected to significantly
change over the review period (Table 4.7).

Barriers to entry and expansion

4.399 Area 3 includes postcode sectors that are typically less densely populated and where only
smaller altnets might be present (i.e. those with a total current or planned coverage below
50,000 premises).

4.400 We have discussed above the nature of the barriers to entry and expansion that altnets are
likely to face in WLA markets. In Area 3, the scale of these barriers is likely to be particularly
material. This is because in less densely populated areas, completing any additional build
and increasing take-up is more challenging. Building networks is more likely to be higher
cost due to lower density of customers, and the altnets present in these areas would only
be able to spread these costs amongst fewer customers. As a result, over the next review
period, we expect limited entry and expansion by altnets in Area 3. Moreover, as discussed
above, due to their size, the altnets who are present in Area 3 are less likely to be seen as
an attractive partner by ISPs®®® and/or as targets for consolidation.

4.401 Therefore we expect that BT will continue to be the main supplier of WLA services in Area 3
over the next review period.

Absence of countervailing buyer power

4.402 Since rival presence in Area 3 is very limited and consolidation or expansion is unlikely, over
the review period ISPs will likely remain heavily reliant on BT, except in small areas and/ or
potentially in areas where alternative networks have been built using public subsidies.

4.403 Therefore, we would not expect countervailing buyer power to be a material constraint on
BT in Area 3.

Conclusion

4.404 On the basis of the evidence above, we conclude that BT has SMP in Area 3. In particular,
we note BT’s high market share and that barriers to entry and expansion in Area 3 are
particularly high and likely to persist over the review period, with very limited presence of
competing networks expected. Therefore, we are making a market power determination
that BT has SMP in WLA Area 3.

Finding that BT has SMP in WLA Area 2

4.405 Asset out above, we define WLA Area 2 as the area in which there already is, or there is
likely to be potential for, material and sustainable competition to BT in the commercial
deployment of competing networks. Area 2 accounts for 81% of postcode sectors and 86%
of premises in the UK.

4,406 In this subsection we consider whether BT has SMP in Area 2.

668 As discussed above ISPs are more reluctant to engage with smaller networks.
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Market shares

4.407

4.408

4.409

BT’s share of active broadband connections is 61-80% ([3<]) in our defined WLA Area 2, as
shown in Table 4.4. The next largest provider, VMO2, has a share of 11-30% ([3<]), and the
third largest, CityFibre has a share of less than 20% ([3<]).

While entry and expansion of altnets over the WFTMR21 period has slightly reduced BT’s
market share in some parts of Area 2, it is still high overall. As we discuss above, we cannot
accurately extrapolate current market share trends into the future given the uncertainty
about future developments in this market. However, we rely on other forward-looking
evidence, including evidence on future network build and barriers to entry and expansion,
to develop a view of how competition will evolve over the review period.

As discussed above, we recognise that BT’s share of connections is below 50% in a limited
number of postcode sectors. However, we are also mindful of the fact that altnets compete
across their footprint, and their competitive position is dependent on reaching sufficient
scale and market position (including take-up) overall (for the reasons discussed above).
Therefore we consider that comparatively stronger performance in some areas of their
footprint would not be inconsistent with a finding of market power.

Competition from presence of network infrastructure

4.410

4.411

4.412

We recognise that BT faces some competition from rival networks in Area 2. However,
coverage analysis presented in Table 4.6 and 4.7 above shows that BT has significantly
larger coverage than any of its rivals in Area 2, and this is expected to remain the case over
this review period.

VMO?2 and Cityfibre are currently the largest competitors in Area 2, and we recognise that
they play an important role in retail and/or wholesale competition. However, having passed
61%-70% ([5<]) and 11%-20% ([3<]) of Area 2 respectively, VMO2’s and CityFibre’s
coverage is currently more limited than BT’s (current coverage from other altnets is even
more limited).®®® While some further build is expected over this review period (and the
coverage of individual competitors could also change through consolidation), BT is still
expected to have significantly larger coverage than its rivals.

We also note that the largest rival (VMO2) currently exerts only an indirect constraint
where it is present as a retail-focused operator (as explained in our discussion of VMO2 in
the market definition section). While its plans to provide wholesale access to its network
could create a new form of direct competition to BT, there is uncertainty around how this
may develop (as discussed above).

Barriers to entry and expansion

4.413

Since the last review we have seen substantial rollout of rival networks in Area 2 supported
by PIA and expect additional — albeit likely more limited — build over the review period. In
line with this, we anticipate that over the review period altnets will largely focus on gaining
sufficient take-up and revenues to secure continued investment, complete any residual
build, sustain ongoing network operations and potentially consolidate, with a view to
ultimately establishing themselves as material and sustainable competitors to BT. While we
recognise that take-up by altnets has been increasing, we consider they still face material
barriers to achieve sufficient levels of take-up to strengthen the competitive constraint they

669 However, as discussed below, some of them have the potential to further expand, gain traction and / or
consolidate.
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exert over time. In comparison, BT has a number of competitive advantages including
having a large installed base across other ISPs.

As described above, we believe this competitive process is likely to take time, will involve
challenges and — in the absence of WLA regulation — may be particularly vulnerable to the
risk of strategic behaviour by BT aimed at deterring ISPs switching or multi-sourcing.

As a result, while potentially lower than in Area 3, we expect that even in Area 2 barriers to
entry and expansion are likely to persist over the review period.

Absence of countervailing buyer power

4.416

4.417

4.418

As discussed above, ISPs could in principle leverage their position to get a good deal in Area
2 by switching — or threatening to switch — some (or all) of their customer base to a rival
network. As discussed above, we consider that increasing prevalence of wholesale
agreements by altnets and multi-sourcing by major communications providers could
therefore strengthen ISPs’ countervailing buyer power. However, in practice, this is limited
to areas where altnets are present, and even where they are present there are still material
challenges rival networks have to address before they can establish their position in the
market and represent a sustainable alternative to BT. Therefore the impact of this remains
to some extent uncertain.

We also discussed that VMO2’s plan to provide wholesale access to its network has the
potential to create a new form of direct competition to BT thereby promoting greater
countervailing buyer power. As mentioned above, currently VMO2 has not announced any
wholesale agreement outside of its retail group, and there is uncertainty around how
effective this entry might prove to be in future.

Overall, we recognise that since 2021, ISPs have been better able to exert countervailing
buyer power and have the potential to do so increasingly as competition evolves over the
review period. However, for the reasons set out above, we consider that there are
limitations to this which are likely to persist over the review period, limiting the constraint
on BT’s position as a supplier of WLA services in Area 2 over the review period.

Stakeholder comments on sub-areas of Area 2

4.419

4.420

4.421

BT®’° and Openreach®’! stated that BT may not have SMP in the areas where two or more

rivals to BT are currently present, partially on the ground that, in their view, BT's market
share will fall below 50% in this area over the review period.

Openreach®? also stated that Ofcom did not provide clear evidence in the March 2025
Consultation for why Openreach holds SMP in the VMO2 footprint.

For reasons set out in the geographic market definition section, we do not define either
BT+2 areas or BT+VMO?2 areas as separate geographic markets, and we therefore do not
conduct an SMP assessment in relation to these areas. In addition, as we have noted above,
we consider that we cannot extrapolate current market share trends, so do not draw
conclusions about SMP on that basis.

670
671

672

BT Group response to TAR26 March 2025 Consultation. Paragraph 2.45.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 33. Section 2.3.
Openreach response to TAR26 March 2025 Consultation. Document 1. Paragraphs 134-137. Openreach

response to TAR26 March 2025 Consultation. Annex 1. Page 33. Section 2.4.
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Our conclusion

4.422

4.423

On the basis of the evidence we have set out, we consider that BT has SMP in Area 2. In
particular, we note BT’s high market share, significantly larger coverage than its rivals and
the existence of high barriers to entry and expansion, which indicates BT could have the
incentive and, absent WLA regulation, the ability to exacerbate through strategic behaviour
aimed at deterring ISPs from switching and multi-sourcing.

As such, we make a market power determination that BT has SMP in WLA Area 2.
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Leased line access market

5.1 In this section we explain our market definition and SMP assessment for the leased line
access (LLA) market.

5.2 In line with our March 2025 Consultation proposals, we have decided:

a) That there is a single product market for LLA services, unchanged from our position set
out in our March 2025 Consultation.

b) To identify three geographic markets — the High Network Reach (HNR) Area, Area 2 and
Area 3 - for LLA for the purposes of making a market power determination. We have
concluded that these markets meet the three criteria test.

c) That BT has SMP in the HNR Area, Area 2 and Area 3.

53 This decision is based on the evidence we have gathered and takes into account
stakeholder responses.

5.4 The table below sets out the results of our geographic market analysis:

Table 5.3: Summary of LLA geographic markets

LLA circuit ends

Postcode sectors Demand sites provisioned in 2020 to
2024
Geographic Share of UK Share of UK Share of UK
grap Number excl. the Number excl. the Number excl. the
market
Hull Area Hull Area Hull Area
HNR 930 9% 52,892 13% 61,280 17%
Area 2 5,391 54% 218,728 55% 202,719 55%
Area 3 3,416 34% 102,392 26% 70,587 19%

Source: Ofcom analysis of provider data and CACI D&B Business Data.
Note: Percentages do not sum to 100% as CLA figures are included in the total number of postcode sectors,
demand sites and leased lines circuit ends provisioned in 2020 to 2024.

5.5 The rest of this section covers the proposals we made in our March 2025 Consultation and
November 2025 Further Consultation, stakeholder responses, and the reasoning
underpinning our decisions in relation to the:

a) Product market definition for LLA;
b) Geographic market definition for LLA; and
c) SMP assessment.
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Product market definition

Our proposals

5.6 In the March 2025 Consultation, we proposed to define a single product market for LLA
services at all bandwidths, that includes:®”3

a) all wholesale fibre-based Ethernet and Wavelength Division Multiplexing (WDM)
services, at all bandwidths;

b) LL-equivalent services delivered over symmetric PON (e.g. XGS-PON);*’* and

c) dark fibre used to supply or self-supply leased line services.

5.7 We proposed that the product market definition excludes:

a) broadband services;

b) wireless technologies (including fixed wireless access (FWA), satellite, and point-to-
point wireless links, such as microwave links, used to provide mobile backhaul); and

c) IEC services between BT exchanges.

Stakeholder responses
Bandwidth

5.8 AllPoints Fibre, VMO2, VodafoneThree and CityFibre agreed that there should be a single
product market for leased line services at all bandwidths.®”®

Dark fibre

5.9 CityFibre considered dark fibre and Ethernet as close supply side substitutes for leased line
services.®’® VMO?2 agreed that there is supply side substitutability between active leased
line services and dark fibre but suggested that demand may skew towards high bandwidth
leased line services.®”” VodafoneThree agreed that dark fibre plays a critical role in self-
provisioned leased line services.®’®

5.10 INCA disagreed with the inclusion of dark fibre services.®”® It explained that because
customers do not have the expertise to use it, it is unlikely that a 5-10% non-transitory
increase in Ethernet pricing would cause sufficient switching to dark fibre to render that
price increase non-profitable.

673 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Page 91. Paragraphs 5.2 and 5.3.

674 By ‘leased line equivalent’ we mean services with features such as uncontended capacity, symmetric
download and upload speeds, and quality of service parameters similar to point-to-point leased line services
(e.g. fast repair times compared to WLA services). These services can be provided over symmetric PONs e.g.
XGS-PON with 10 Gbit/s capacity in both the downstream and upstream direction. We also refer to these
services as ‘Ethernet over symmetric PON’. GPON technology, which typically has asymmetric capacity (2.5
Gbit/s in downstream and 1.25 Gbit/s in upstream direction), is less able to provide ‘leased line equivalent’
services. We discuss this in more detail later in this section.

67> AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. VMO2 response to TAR26 March 2025
Consultation. Page 28. Paragraph 98. VodafoneThree response to TAR26 March 2025 Consultation. Page 37.
Paragraph 48. CityFibre response to TAR26 March 2025 Consultation. Response to question 2.9.

676 CityFibre response to TAR26 March 2025 Consultation. Response to question 2.9.

77 VMO2 response to TAR26 March 2025 Consultation. Page 28. Paragraph 98.

678 \VodafoneThree response to TAR26 March 2025 Consultation. Page 37. Paragraph 49.

679 INCA response to TAR26 March 2025 Consultation. Page 71. Paragraph 276.
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Leased line equivalent services delivered over symmetric PON (such as XGS-
PON)

5.11 CityFibre, VMO2 and INCA agreed with the inclusion in the LLA product market of LL-
equivalent services delivered over symmetric PON. % CityFibre suggested that LL-
equivalent services are indistinguishable from traditional leased line services for customers
and that innovation is likely to increase speeds available over symmetric PON.%!

5.12 Openreach agreed with the inclusion of XGS-PON and highlighted that there are a number
of providers who have XGS-PON capability and are either offering or able to offer LL-
equivalent services.®®

5.13 Openreach however suggested that our proposed definition of LL-equivalent services is too
narrow. Openreach said that GPON can also provide a symmetric service akin to a leased
line, and that GPON should be part of our LLA market definition so that it aligns with the
modern single fibre networks Openreach and altnets are building (see below). %

5.14 In contrast, AllPoints Fibre, PXC, TechUK, VodafoneThree and Vorboss disagreed with
including LL-equivalent services delivered over symmetric PON in the LLA product
market.®®* They argued that LL-equivalent services are significantly different from leased
lines and would not act as an effective competitive constraint. TechUK suggested that
leased line customers typically need dedicated point-to-point circuits, rapid repairs,

resiliency features, and low latency, which XGS-PON, in their view, does not provide.®®>

5.15 Vorboss said that businesses prefer point-to-point leased lines to XGS-PON because they
offer higher bandwidths, uncontended capacity over 1 Gbit/s, simple upgrade paths and
easy requests for route diversity.®® Vorboss also suggested that dedicated leased lines also
offer greater power resilience and more flexibility in physical fibre routing,®®’ greater
reliability and security (as the connection is not shared) and are able to offer a superior
level of service agreement. Vorboss also noted that leased lines are significantly more
expensive and require more fibre in the ground.®% ©%°
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5.16 Vorboss considered that including XGS-PON in the LLA market would undermine the
benefits of leased lines and incentives to invest in direct internet access.®® It said that
services only offering uncontended capacity at 1 Gbit/s should not be considered a
substitute for leased lines, particularly given ambitions for business growth and productivity
improvements in the UK.%*

5.17 VodafoneThree said that most XGS-PON deployments are designed for shared, contended
broadband. They explained that while XGS-PON can technically deliver symmettric,
uncontended capacity, it remains a niche and unproven use case.®*? VodafoneThree also
noted that configuring XGS-PON to deliver uncontended capacity reduces the bandwidth
available for other users on the same PON.®?® Furthermore, VodafoneThree suggested that
delivering LL-equivalent services over XGS-PON requires bespoke provisioning, traffic
management, and service-level guarantees that are neither standardised nor widely
adopted.®*

5.18 VodafoneThree considered that FTTP-based services are primarily an extension of the
broadband market for customers who typically do not require guaranteed performance,
dedicated capacity or high service assurance.®” VodafoneThree further suggested that
including XGS-PON in the leased line market definition risks conflating two fundamentally
different service models; shared broadband and dedicated business connectivity.%®

5.19 In addition, INCA and WightFibre stated that Ofcom wrongly excluded point-to-point (P2P)
networks from its LL-equivalent product description. INCA considered this to be an error as
P2P network can deliver equivalent and higher performing LL-equivalent services compared
to XGS-PON networks.®’

Services provided by WLA networks

5.20 AllPoints Fibre, FCS, VMO2, VodafoneThree, INCA and UKCTA agreed that business
broadband should be excluded from the LLA product market definition. %

5.21 Similarly, PXC and Gamma agreed that the LLA and WLA markets are two different markets
and PXC considered that this is unlikely to change in the review period.®®

5.22 On the contrary, Openreach said that Ofcom failed to recognise the convergence of WLA
and LLA markets and suggested that there is supply-side substitution where WLA providers
could technically and commercially substitute into the LLA market (see the discussion in the
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geographic market definition section) and demand-side substitution where LLA customers
could switch to business FTTP services.””

5.23 On the latter, Openreach said FTTP services are, or will be, a substitute for a sizeable
proportion of users because:

a) Business FTTP products are not vastly dissimilar to leased line services on features such
as service level agreements and repair times.”” Moreover, Openreach said that quality
improvements to full-fibre asymmetric broadband services over time could mean that
business FTTP services become better able to meet the needs of some leased lines
customers from a demand-side perspective.’%?

b) FTTP already offers a cost-effective connection for businesses that can tolerate some
variability in speeds and upload time.”®

¢) Some switching to business FTTP is already occurring. In particular, Openreach
submitted: (i) research suggesting that [3<]% of Ethernet users have already replaced
Ethernet with FTTP while [3<]% have plans to do so’% (ii) three examples of network
providers who are delivering their business services over FTTP networks’® (iii) an
analysis of a time trend in LLA net additions [$<].7%

5.24 In practice, to assess the degree of any current or potential convergence between WLA and
LLA markets we draw from evidence regarding competitive conditions at several stages of
our market definition:

a) As part of this section, we assess whether WLA networks can be used to provide LL
services (supply side substitution) and / or whether business FTTP is a substitute for LL
services (demand side substitution). This is with a view to conducting the hypothetical
monopolist test and defining a product market.

b) As part of geographic market definition, we assess the extent to which WLA networks
are providing, or have the potential to provide, LL services over the review period. This
is with a view to assessing areas where the conditions of competition are sufficiently
homogeneous (and which can be distinguished from neighbouring areas in which the
prevailing conditions of competition are appreciably different).

Wireless Technologies

5.25 The Welsh Government encouraged Ofcom to include wireless technologies in the product
market definition as leased lines are uneconomic in rural areas, and alternatives such as
fixed wireless access and other wireless technologies are required.””’

5.26 VMO?2 broadly agreed with our assessment that wireless technologies should be excluded
from the LLA product market definition. They noted that these technologies would in
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varying degrees fulfil the role of a temporary or back-up solution, or a ‘last resort’ option
where a fixed connection is not available.”%®

Mobile Backhaul

5.27

5.28

Openreach suggested that we should not include mobile backhaul in the LLA product
market definition because the provision of these services is different to connecting other
business sites. Openreach said that MNOs buy larger volumes of LLA services and, in
general, mobile backhaul contracts are of higher value and have more sophisticated
procurement.’” In addition, Openreach noted that MNOs tend to require nationwide
coverage, higher bandwidths, and higher security standards and levels of resilience than
other leased line customers.

Responses to our November 2025 Further Consultation on buffer distance suggested that
VodafoneThree and CityFibre view the provision of, and contracting for, mobile backhaul as
different from other leased line services.”'® We discuss this further as part of our
assessment of buffer distance below.

Our reasoning and decisions

5.29

5.30

531

5.32

5.33

LLA services are services which connect between end-user sites and the first point of
aggregation, or in some cases, are a point-to-point connection between end-user sites.”*

In the WFTMR 2021, we defined a single product market for LLA services, which:

a) included all wholesale fibre-based Ethernet and WDM services;

b) included dark fibre used to supply or self-supply leased line services;

¢) excluded business-grade connectivity services provided over EFM, broadband and
microwave links used to provide mobile backhaul; and

d) excluded IEC services between BT exchanges.

As set out in Section 2 of this volume, typically, LLA services have offered:

a) capacity which is uncontended or has reserved bandwidth (so speeds do not fluctuate
and are not subject to reduction) and symmetric (the capacity is the same in both
directions);

b) additional quality of service features, such as high availability, continuous monitoring
and support, with fast repair times and installation times; and

c) typically, a dedicated physical connection (providing greater security) with diverse
physical routes often available (for better resilience by eliminating a single point of
failure).

These are different from other services such as consumer and business broadband
connections which tend to be asymmetric and contended. In addition, leased lines tend to
be significantly more expensive as costs are less likely to be shared across many users.

As set out in Section 2 of this volume, we understand that some providers are rolling out an
upgraded PON technology, XGS-PON. This can be configured to offer symmetric bandwidth
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5.34

services (typically 1 Gbit/s) with uncontended capacity.”** We understand that some
providers are already offering such services over these networks, and that these are able to
replicate many of the key quality of service parameters as point-to-point leased lines.
Although these will not offer a dedicated physical connection.

While it is early days, we expect these services to become an increasing feature of the
market over the course of the 2026-31 review period. The development, trialling, and
rollout of further iterations of PON technology (e.g. 25G-PON and 50G-PON) appears likely
to support even higher speeds in the future.”*® 71 7> We consider whether these services
should be considered part of the LLA market below.

Our approach

5.35

5.36

5.37

5.38

5.39

Our starting point for defining the product market is wholesale fibre-based point-to-point
leased lines used to connect to customer sites at all bandwidths. This includes fibre-based
Ethernet services and WDM services of different bandwidths. Both Ethernet and WDM
technologies are used to deliver point-to-point connections able to offer symmetric high
bandwidth services with uncontended capacity.’*®

We first consider the substitutability of different bandwidths of leased lines, to assess
whether the product market should include all bandwidths.

We then consider whether any of the following access services are sufficiently close
substitutes that they should be considered in the same product market:

a) dark fibre services;

b) Ethernet services delivered over XGS-PON;

c) services provided by WLA networks (including those delivered over GPON); and,
d) wireless technologies.

Finally, we consider whether IEC services should be considered as part of the product
market.

As set out in Annex 1, we use the evidence collected and consider the responses to the
March 2025 Consultation to apply the hypothetical monopolist test framework. In this test,
a product is considered to constitute a separate market if the hypothetical monopolist
supplier could impose a small but significant non-transitory increase in price (“SSNIP”)
above the competitive level without losing sales to such a degree as to make this price rise
unprofitable. If such a price rise would be unprofitable, because consumers would switch to
other products or because suppliers of other products would begin to compete with the
hypothetical monopolist, then the market definition should be expanded to include the
substitute products.

712 providers are able to offer uncontended capacity services on XGS-PON by ‘ringfencing’ part of the shared
capacity for a particular end-user, to whom the capacity appears uncontended. See Annex 2, Overview of
telecoms networks, Paragraph A2.40 and A2.41.

713 |SPreview, 2022. Ogi Become First UK ISP to Deploy Nokia's 25Gbps Full Fibre Tech - ISPreview UK. Accessed
13 January 2026.

714 |SPreview, 2025. Netomnia Goes Live with First 50Gbps UK Full Fibre Broadband Network. Accessed 17
February 2026.

715 Telecoms.com, 2025. Openreach tests out Nokia's 50G PON tech. Accessed 1 December 2025.

716 For more detail on Ethernet and WDM see Volume 2, Section 2.
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Bandwidths

5.40 We conclude that all bandwidths are part of the same product market, based on supply-
side substitutability. In response to a small increase in the price of a given bandwidth, we
anticipate that a sufficient number of providers of leased lines at different bandwidths
would be willing and able to substitute their current supply for leased lines of that
bandwidth in a sufficiently timely manner such as to make a SSNIP by a hypothetical
monopolist of a given bandwidth unprofitable.

5.41 Where a provider is offering point-to-point leased lines, it is equally able to supply all
bandwidths, and so able to switch between them at low cost and quickly in response to a
small increase in the price of a given bandwidth. This is because:

a) The equipment used to supply point-to-point leased lines scales easily up to 100 Gbit/s,
and some providers can offer 400 Gbit/s without requiring significant additional
investment.”” Therefore, where a telecoms provider has an existing connection to the
customer site, it can be used to provide the full range of leased line bandwidths. We
note that in practice most providers offering point-to-point leased lines offer a range of
different leased line bandwidths.

b) Where a telecoms provider is not already connected, it will need to extend its network
in order to connect to an end-user site. For any customer-specific network extension,
the provider will have the same ability to supply any bandwidth. In addition, based on
the available data, in the March 2025 Consultation, we found that the digging behaviour
was broadly similar for different bandwidths.”*® This suggests that there is no significant
difference in either the propensity of providers to extend their networks for different
bandwidths, or in the distances that providers are willing to extend their networks for
different bandwidths. We therefore would not expect nearby networks to act as a
greater constraint for one type of bandwidth than another.”*®

5.42 We acknowledge that some leased line customers may have greater demand for higher
bandwidth services. For example, MNOs tend to have greater demand for higher bandwidth
services, which is likely to grow over time as 5G rollout continues. ’?° However, given we
find that there is supply-side substitutability between different bandwidths, we do not
consider it necessary for us to come to a view on the demand-side considerations, that is to
say, whether leased line services of different bandwidths are substitutable from a
customer’s perspective.

17 See [3<] response dated [3<] to s135 notice dated [3<], question [3<], [$<] response dated [$<] to s135
notice dated [3<], question [3<], [3<] response dated [3<] to s135 notice dated [3<], question [3<] and [3<]
response dated [3<] to s135 notice dated [3<], question [<]. [3<] noted that supplying higher bandwidths of
leased line may also require additional investment in backhaul capacity. See [3<] response dated [3<] to s135
notice dated [3<], question [$<].

718 See Annex 5.

719 We note that providers’ actual decisions on extending their networks will reflect the prevailing prices and
margins of different bandwidths, which may not reflect the competitive price levels relevant for the SSNIP test.
720 See Volume 2, Section 2.
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5.43 Overall, therefore, we conclude that all bandwidths are part of the same product market.
We note that several stakeholders supported this conclusion in their consultation
responses.’?!

Dark fibre

5.44 We conclude that dark fibre is part of the same product market based on supply-side
substitutability:

a) Dark fibre services can be used to offer a full range of leased line bandwidths because
the customer uses its own equipment to determine the bandwidth.

b) Where networks are already connected to an end-user site, they would be able to
switch between supplying dark fibre and LLA services sufficiently quickly and at minimal
cost.

¢) Where networks are not already connected, dark fibre providers are equally able to
supply LLA services as any other supplier, as the incentives to extend their networks will
be broadly similar for both types of services.

5.45 In practice, we understand that the main dark fibre providers also supply active products.

5.46 We disagree with INCA that dark fibre should be excluded from the LLA market. We
recognise INCA’s point that some customers have limited expertise to consume dark fibre.
We also acknowledge that demand for dark fibre can vary depending on the type of
customers.”?> However, given that we find that there is supply-side substitutability between
dark fibre and LLA services (which other stakeholders agreed with)’*
that differences in demand from different leased line customers imply a significant
difference in competitive conditions for supplying to different customer groups. Given this,
we would expect that applying a SSNIP to Ethernet pricing would cause sufficient switching
to dark fibre making the price increase unprofitable.

, we do not consider

Ethernet over symmetric PONs (such as XGS-PON)

5.47 As set out in Section 2 of this volume, we expect that for many leased line customers, the
key service features will be symmetry of upload and download speeds, uncontended
capacity, which is not subject to significant fluctuations, and the continuity and reliability of
the service. In addition, quality of service parameters such as fast repair times and
continuous monitoring and support to ensure outages are quickly resolved are important.

5.48 As discussed in the March 2025 Consultation, these features can be offered on a
comparable basis by Ethernet over symmetric PONs (such as XGS-PON) for bandwidths
typically less than or equal to 1 Gbit/s (as explained in below).”** If a service has these

721 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. VMO2 response to TAR26 March 2025
Consultation. Page 28. Paragraph 98. VodafoneThree response to TAR26 March 2025 Consultation. Page 37.
Paragraph 48. CityFibre response to TAR26 March 2025 Consultation. Response to question 2.9.

722 For example, Three prefers to use dark fibre compared to active leased lines where possible. See Hutchison
3G UK Limited response dated 9 August 2024 to s135 notice dated 8 July 2024, questions A2a, A2bii, A2c.

723 Including CityFibre, VodafoneThree and VMO?2, and discussed in paragraph 5.9.

724 There are use cases of higher speed PONs (e.g. 25G-PON and 50G-PON) that can offer higher uncontended
capacity without requiring a point-to-point leased line connection. For example, Ogi offers symmetric business
connectivity over 25G-PON which has the capability to offer 2 x 10 Gbit/s symmetrical and uncontended
services. Ogi response to TAR26 March 2025 Consultation. Leased Line Access. We also understand that the
use of 50G-PON is currently limited and mainly in use in China. FDM/CCS Insight. Growing Adoption of 50G-
PON in Enterprise and Consumer Segments. Accessed 7 January 2026.
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features, we consider it to be equivalent to a leased line service from a customer
perspective.

5.49 To determine whether these services should be included within the same product market,
we considered whether a SSNIP by a hypothetical monopolist of all point-to-point leased
lines would be profitable. In other words, whether a sufficiently large number of leased line
customers would switch to Ethernet over symmetric PONs (such as XGS-PON). To inform
this, we have considered the following:

a) First, we assess the current and expected commercial use of this technology. A low
commercial usage might suggest that this technology is unlikely to meaningfully
constrain a hypothetical monopolist of all point-to-point leased lines.

b) Secondly, we assess the extent to which LL-equivalent services are substitutable with
point-to-point leased lines.

Current and expected use of LL-equivalent services

5.50 As set out above and discussed in our March 2025 Consultation, we understand that some
providers are currently providing LL-equivalent services, which have similar quality of
service parameters to existing point-to-point leased line services. These providers can offer
uncontended capacity services on symmetric PON by ‘ringfencing’ part of the shared
capacity for a particular end-user, to whom the capacity appears uncontended.”®

5.51 The evidence indicates that there is sufficient current and potential future usage of LL-
equivalent services to suggest that these are technologically and commercially tested
services. /%

5.52 For example, evidence gathered both prior to and since the March 2025 Consultation
indicates that:

a) CityFibre is providing some of its services for leased line customers over its full-fibre
network, which is currently based on XGS-PON.”?” Going forward, CityFibre intends to
typically provision services for all leased line customers over this full-fibre network.”?
This includes services which offer a 1 Gbit/s symmetric bandwidth and uncontended
(guaranteed) capacity, with the same quality of service parameters (such as fast repair

725 See Annex 2, Overview of telecoms networks. Paragraphs A2.40 and A2.41.

726 For convenience and to avoid unnecessary repetition, we set out this evidence in more detail in the
geographic market definition section. As noted above, some of the evidence that we have collected and
analysed as part of our product market definition assessment is also the part of the evidence base used to
undertake our geographic market definition and our SMP assessments. This is because: (i) the evidence base is
drawn from the same information gathering processes. Between May 2024 and October 2025, we issued
information notices related to our analysis of the LLA market. In total, this involved asking around 100
different questions to around 50 different stakeholders, resulting in over 1,000 responses to individual
questions; and moreover (ii) all of these assessments need to examine evidence regarding competitive
conditions, albeit with different purposes. For product market definition, it is with a view to conducting the
hypothetical monopolist test. For geographic market definition, it is with a view to assessing areas where the
conditions of competition are sufficiently homogeneous (and which can be distinguished from neighbouring
areas in which the prevailing conditions of competition are appreciably different). For the SMP assessment it is
to assess whether, within each of the geographical areas, competitive conditions are indicative of SMP such
that ex ante regulation is necessary over the review period.

727 CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, question 1a.

728 CityFibre Infrastructure Holdings Limited response dated 20 August 2024 to s135 notice dated 8 July 2024,
guestions A3a and A4d.
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times), and priced the same as, its 1 Gbit/s point-to-point leased line services.”* 3% In

its March 2025 Consultation response, CityFibre said that these XGS-PON based services
are indistinguishable from traditional leased line services from a customer
perspective.’3!

b) ITS’s FibreBright services can be delivered over its XGS-PON and point-to-point.”*> When
delivered over its XGS-PON or point-to-point, it offers symmetric bandwidth,”*
guaranteed capacity services and includes a 5-hour fix time and continuous support. 73

c) nexfibre intends to launch business services over its XGS-PON during the review period
including a service that offers a guaranteed 1 Gbit/s symmetric bandwidth and with
quality of service parameters comparable to existing leased line providers in the
market. VMO2 will provide a sales channel for nexfibre for these services.”®

5.53 Consistent with the above evidence, we note that:

a) historical volumes indicate that the number of customers using these services has
increased since LLA network providers first adopted LL-equivalent products in their
product portfolio.”®

b) some wholesale customers are using or planning to use providers that are able to offer
services over XGS-PON networks to deliver leased lines. For instance, ITS has
relationships with both Sky and PXC.737 738

5.54 The above examples illustrate that — while not all providers are offering large volumes of LL-
equivalent services — LL-equivalent services are being increasingly used to offer business

729 CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, questions 1a, 1b, 1d, 1le.

730 For the purpose of this Statement, we consider CityFibre's Ethernet Flex 1Gbit/s product to be a LL-
equivalent service due to its features including a symmetric 200 Mbit/s ringfenced capacity, and additional
quality of service features such as 24/7 monitoring and support, high availability, and 5-hour repair time. This
forms part of CityFibre's LL-equivalent portfolio of products which include an Ethernet Over XGS-PON 500
product (with symmetric 500 Mbit/s ringfenced capacity) and Ethernet over XGS-PON 1 Gbps product (with
symmetric 1 Gbit/s ringfenced capacity) both of which also deliver the additional quality of service features
mentioned above. CityFibre response dated 5 February 2026 to our clarification question dated 27 January
2026 concerning the s135 notice dated 23 June 2025, question D1.

731 CityFibre response to TAR26 March 2025 Consultation. Response to question 2.9.

732|TS Technology Group Limited response dated 19 February 2025 to s135 notice dated 10 February 2025,
question 1la.

733|TS Technology Group Limited response dated 19 February 2025 to s135 notice dated 10 February 2025,
question 1la.

734 |TS Technology Group Limited response dated 7 January 2026 to our clarification question dated 12
December 2025 concerning the s135 notice dated 23 June 2025, question D1.

735 nexfibre response dated 27 January 2026 to our clarification question dated 19 January 2026 concerning
the S135 notice dated 23 June 2025, question D1. It also intends to offer point-to-point leased lines and dark
fibre during the review period. nexfibre response dated 19 February 2025 to s135 notice dated 10 February
2025, question 2.

736 Between December 2024 and June 2025, the number of customers using LL-equivalent products from [$<]
increased [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. Similarly, the number of
[3<] customers increased [3<] between March 2021 and September 2025. [3<] response dated [3<] to our
clarification question dated [3<] concerning the s135 notice dated [3<], question [<].

37 For example, at the time of our March 2025 Consultation data collection, Sky was expecting to use ITS to
deliver leased lines, and these could be provided over ITS’ XGS-PON. See Sky UK Limited response dated 19
August 2024 to s135 notice dated 8 July 2024, question A3 and Sky UK Limited response dated 21 February
2025 to s135 notice dated 10 February 2025, question 1a.

738 PXC is currently taking leased line circuits from ITS. See PXC response dated 12 February 2025 to s135
notice dated 10 February 2025, question 1c.
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connectivity akin to traditional leased lines. This is expected to continue over the review
period. For this reason, we disagree with VodafoneThree that LL-equivalent services
delivered over XGS-PON are untested and do not have a widespread commercial use.

5.55 Based on the above discussion, we also consider that LL-equivalent services delivered over
XGS-PON can be differentiated from business-grade broadband services.”*® This
differentiation is such that we consider business-grade broadband services delivered by
WLA networks to be a poor substitute to LL-equivalent services. This is due to the additional
service features that LL-equivalent offer which are comparable to features typically offered
with point-to-point services. For this reason, we disagree with VodafoneThree who
suggested that FTTP-based services are only an extension of the broadband market.”*

5.56 Lastly, we agree with VodafoneThree that LLA providers offering customers uncontended
capacity over XGS-PON reduces the bandwidth available for other users on the same PON.
We also agree that most XGS-PON deployments may be designed for shared contended
broadband delivery. However, the widespread commercial use of this technology indicates
LLA service provider offering to provision a new customer extension over a PON are aware
of this trade-off and what this means for other existing or future customers served over the
same PON.”*

Substitutability of traditional LL with LL equivalent services

5.57 As we discussed in our March 2025 Consultation, LL-equivalent services do not replicate
every feature of a point-to-point leased line.

5.58 For example, as TechUK suggests, some leased line customers require dedicated point-to-
point circuits due to their business requirements. For example, for security or capacity
reasons. We recognise that because the fibre itself is not dedicated (even if the provider
has guaranteed the capacity of the service offered to the customer), it might not offer the
same degree of security. This also suggests that LL-equivalent services do not meet the
connectivity requirements of all potential and current leased line users.

5.59 As Vorboss highlighted in its response, we also recognise that as of today, these services
will not be a substitute for point-to-point leased lines at all bandwidths. The uncontended
capacity which can be offered on any symmetric PON (such as XGS-PON) will be limited by
the type of PON technology installed. It will be also below the headline bandwidth of that
PON technology. An XGS-PON can be configured to offer multiple 1 Gbit/s symmetric
bandwidth services with uncontended capacity, but it is not possible to deliver a 10 Gbit/s
service with uncontended capacity over XGS-PON.”#?

39 These services typically only offer asymmetric speeds (i.e. the upload speed is different to the download
speed), contended capacity, which is not guaranteed and / or do not have comparable quality of service
parameters.

740 More specifically, VodafoneThree suggested that FTTP-based services, including those delivered over e.g.
XGS-PON (which we would refer to as LL-equivalent, in specific circumstances, as explained in paragraphs 5.47
and 5.48 above), are only an extension of the broadband market for customers who do not require guaranteed
performance, dedicated capacity or high service assurance.

741 We expect this to require careful network management for the LLA provider to (i) continue to offer
uninterrupted and uncontended symmetric service to its leased line customers and (ii) serve its other potential
customers as per its existing customer agreements.

742 See Annex 2, Paragraph A2.41. It may be possible to offer intermediate bandwidths such as 2 Gbit/s, 3
Gbit/s or 5 Gbit/s, but it will not be possible to offer 10 Gbit/s. PON technology shares capacity among multiple
end-users, rather than providing a dedicated point-to-point service.
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5.60 As such, LL-equivalent services might not be directly substitutable for leased line customers
that require 10 Gbit/s or higher bandwidth services (such as MNOs). However:

a) From a bandwidth perspective, the majority of demand for leased line services could be
supported by symmetric bandwidth services with uncontended capacity over XGS-PON.
Currently around 90% of leased lines are 1 Gbit/s or less. We expect that the majority of
circuits will remain at 1 Gbit/s or less by the end of the review period.”*?

b) A provider delivering services over XGS-PON could install a dedicated point-to-point
connection (which could either be an active leased line service or dark fibre) to deliver a
10 Gbit/s service with uncontended capacity where the customer requires it. For
example, we understand that in practice, ITS delivers lower bandwidth symmetric
uncontended leased line services over XGS-PON (e.g. 5 Gbit/s and below). We also
understand that for higher bandwidths (e.g. 6-10 Gbit/s) and/or dark fibre, these are
delivered through a point-to-point connection.’** In addition, CityFibre has indicated
that it will continue to consider provisioning point-to-point dark fibre services across its
full-fibre network.” 74®

c) As VMO2 noted in its response, a provider delivering services over XGS-PON can have a
clear upgrade path on their PON as bandwidth demand grows. By leveraging the
existing fibre infrastructure, they could migrate to higher-speed PON technologies such
as 25G-PON or 50G-PON. We expect the incentive to undertake this upgrade will grow
as demand for higher bandwidths grows.”*” 748 74

5.61 In line with the above evidence, one provider ([3<]) also highlighted the potential
competitive threat to its existing leased line business from other providers deploying XGS-
PON and noted [<].7°°

5.62 For the reasons discussed in this section, while we expect that LL-equivalent services will
not be a substitute for point-to-point leased line services for all leased line customers, we
consider that they are a suitable substitute for many business customers who require a
lower bandwidth leased line service.

Conclusion

5.63 We disagree with TechUK, Vorboss and VodafoneThree that services delivered over XGS-
PON should be excluded from the LLA market. We also disagree with views expressed by
AllPoints Fibre, PXC, TechUK, VodafoneThree and Vorboss that point-to-point leased lines

743 See Volume 2, Section 2.

744 See ITS Technology Group Limited response dated 19 February 2025 to s135 notice dated 10 February 2025,
guestions 1a and 1d.

745 See CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, question 3.

746 We also understand that nexfibre intends to offer point-to-point leased lines and dark fibre during the
review period. Nexfibre Networks Limited response dated 19 February 2025 to s135 notice dated 10 February
2025, question 2.

747 PON technologies capable of supporting these higher bandwidths (such as 25G-PON or 50G-PON) are still at
a relatively early stage of development and adoption. These technologies will need to undergo further testing
and deployment at scale.

748 For example, we believe a provider is likely to be able to offer 10 Gbit/s services with uncontended capacity
over a 25G-PON or 50G-PON. Some providers may update their PON technologies in this market review.
Ofcom. September 2023. Evolution of fixed access networks. Figure 5: PON standards evolution.

749 Telecoms.com, 2025. Openreach tests out Nokia's 50G PON tech. Accessed 1 Dec 2025.

750 See [3<] response dated [3<] to s135 notice dated [$<], question [¥<].
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5.64

5.65

5.66

5.67

5.68

5.69

5.70

and Ethernet services over symmetric PONs (such as XGS-PON) are not competitive
constraints on each other.

For the LL-equivalent products to be a competitive constraint on Openreach it does not
need to be a substitute for all customers. It needs to be a substitute for enough customers
that a SSNIP is unprofitable. As most current and forecast leased line connections are for 1
Gbit/s or less we consider that LL-equivalent products will impose a sufficient constraint
and should be included in the LLA market.

We also expect that over the review period, existing LL-equivalent providers will sell more
of these services and other service providers may launch their planned LL-equivalent
services. This may also include upgrades to higher-speed PON technologies such as 25G-
PON or 50G-PON which would allow providers to offer LL-equivalent services of higher
bandwidths to customers.

We consider this will allow the technology to be tested further. It also has the potential to
increase the commercial appeal and adoption of these services, further strengthening the
constraint XGS-PON based services provide on point-to-point leased line services.

In light of this, we consider that a SSNIP in point-to-point leased lines (of equivalent
capacity) would be unprofitable. We expect that — over the review period — a sufficiently
large number of leased line customers are likely to consider LL-equivalent services as
reasonable substitutes to traditional leased lines and so would switch to these services in
response.

We therefore conclude that services with features such as uncontended capacity,
symmetric download and upload speeds, and quality of service parameters similar to point-
to-point leased line services (e.g. fast repair times compared to WLA services) delivered

over symmetric PON (such as XGS-PON) should be included within the product market.”*
752

We disagree with Openreach that we should go further and include GPON based services in
our product market definition.”>* While we recognise that it may be technically possible to
provide a symmetric service over GPON, its suitability to deliver material volumes of LL-
equivalent services in the 100 Mbit/s to 1 Gbit/s range is limited, given its lower capacity
than XGS-PON. Therefore, its practical use as a LL-equivalent substitute for point-to-point
leased lines is likely to remain limited over the review period.

Notwithstanding this view, below we assess the extent to which business-specific
broadband services — including those delivered over GPON — are likely to constrain a
hypothetical monopolist of all leased line services. We do so to assess whether the product
market should be widened to include services provided by WLA networks.

751 We consider that where an XGS-PON based connectivity service does not offer a service level agreement
equivalent to what leased line market customers typically require, we would expect these services to be out of
our defined LLA product market. Services provided over XGS-PON which do not meet these requirements are
part of the WLA market (see Volume 2, Section 4).

752 INCA and WightFibre suggested that point-to-points network should be included in our LL-equivalent
description. We do not consider this is necessary as point-to-point networks are by definition already included
in the LLA product market definition.

753 GPON has a downstream capacity of 2.5 Gbit/s and upstream capacity of 1.25 Gbit/s. See Volume 2, Section
2). By way of comparison, symmetric PONs e.g. XGS-PON have 10 Gbit/s capacity in both the downstream and
upstream direction.
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Services provided by WLA networks
Ability of WLA networks to provide LLA services

5.71 From a supply-side perspective, we have considered whether providers of broadband
access services, including those provided over XGS-PON, are able to enter the LLA market at
the speed required to constrain a hypothetical monopolist. We have identified a number of
reasons why this is unlikely, including because of the high barriers to entry and expansion in
the LLA market.”*

5.72 First, these providers would need to invest in their network and operational capability to
configure the network so that it can offer features which are needed to compete in the LLA
market (discussed above and in Section 2 of this volume) such as uncontended
(guaranteed) capacity and quality of service parameters such as fast repair times.”> These
investments would all be fixed costs which a provider would have to incur before they are
able to switch from providing business broadband services to providing any leased lines or
LL-equivalent services. Such a configuration will also likely take significant time to complete.

5.73 Second, although in the long-run more providers may be willing to incur these costs to
enter or develop their services in the LLA market, the evidence indicates’*® that they are
unlikely to be willing and able do so with such speed as to constrain a hypothetical
monopolist of all leased line services from being able to undertake a profitable SSNIP.

a) The majority of broadband access providers who we contacted or obtained information
from do not yet offer LLA services and according to the business plans that we have
reviewed, have no specific plans to in the review period.

b) From the evidence that we have seen, FTTP networks have not been built specifically
with LLA demand in mind. That evidence further illustrates that competing in LLA has
not been a focus for these networks which may make it more challenging to do so over
this review period (if existing networks are less close to demand sites).

c) There are high barriers to entry and expansion in the LLA market, which will limit the
speed with which an FTTP network could enter the market in response to a SSNIP.

5.74 We note that stakeholders, other than Openreach, who commented on whether business
broadband should be excluded from the LLA product market definition supported our
analysis.

754 As discussed above, for convenience and to avoid unnecessary repetition, we set out this evidence in more
detail in the SMP assessment section. See footnote 726.

755 For example, to offer uncontended capacity (including through backhaul) the provider will need to invest in
systems to carry out network configuration and management to keep traffic separate. Additionally, to offer
fast repair times, the provider will need to invest in diagnostics and fault management. This requires different
repair teams with better tools to locate/fix faults, and may mean a dedicated second line support for business
customer service agents.

756 We set out this evidence in more detail as part of geographic market definition and SMP assessment. As
noted above, some of the analysis and evidence underlying our product market definition assessment may
also underpin our geographic market definition and SMP assessment. This is because, albeit with a different
purpose, all these assessments will need to examine competitive conditions. Product market definition with a
view to conduct the hypothetical monopolist test, geographic market definition with a view to determining
geographic areas where competitive conditions are sufficiently similar and the SMP assessment with the aim
to assess whether, within each of these geographical areas, competitive conditions are indicative of SMP such
that ex ante regulation is necessary over the review period.
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Business broadband as a substitute for LLA

5.75 We recognise that business-specific broadband services could be an alternative to leased
line services for some users. We also understand that looking forward, quality
improvements to full-fibre asymmetric broadband services over time could mean that these
services become better able to meet the needs of some leased line customers.

5.76 However, the evidence we received from stakeholders ahead of the March 2025
Consultation was mixed, suggesting that, at the time, there was relatively limited switching
from leased line services to FTTP broadband services.”’

5.77 In addition, even if we were to see leased line customers replacing their leased lines with
business FTTP, this would not necessarily be evidence of a single product market. This is
because the upgrade to FTTP means business broadband is now able to deliver some
features which previously could only be achieved with a leased line. As a result, we could be
seeing a period of adjustment as some leased line customers, for whom a FTTP-based
product would now meet their needs in a way which business broadband was not
previously able to, migrate to FTTP-based broadband products. However, this is not
informative of substitutability for those who still need and value the distinct features of
leased line products, who continue to purchase these services.

h7>° seem to

5.78 Consistent with this, the evidence’*® and examples submitted by Openreac
suggest some customers might be replacing their leased lines with business FTTP as it now
meets their need, rather than because it is a substitute for those who need and value the

specific characteristics of leased lines.”®°

5.79 Beyond this, we have not received evidence to suggest that switching from leased lines to
FTTP broadband services is occurring currently to the extent that would support us
concluding that these two uses are substitutable with each other. It also does not suggest
that there would be sufficient switching in response to a SSNIP to justify widening our
product market definition.

5.80 Over this review period, we expect broadband and leased line services to continue to have
distinct features. In particular, broadband services (including those offered over GPON)
cannot offer many of the characteristics of leased lines. This is because broadband services
are asymmetric (meaning the upload speed is much lower than the download speed) and
contended (and so capacity is not guaranteed). Leased line services also tend to be

57 For example, BT/EE provided evidence that [3<] have switched from leased lines to FTTP in each of the
three years from March 2022 to March 2024, accounting for [3<]% of the total leased line connection ends.
BT/EE response dated 16 August 2024 to s135 notice dated 8 July 2024, question A8. Sky said it had [$<]
moving from a leased line connection to an FTTP connection in the years stated. Sky response dated 19 August
2024 to s135 notice dated 8 July 2024, question A4. ITS said that it had observed [3<] switching from
Openreach-delivered leased lines to ITS contended business products at bandwidths up to 1Gb. ITS response
dated 5 August 2024 to s135 notice dated 8 July 2024, question B3c.

758 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 47-49.

759 Openreach’s examples included: firstly, [$<]. Secondly, Fibrus winning the Full Fibre Northern Ireland
contract to connect approximately 1,000 public sector sites exclusively over FTTP networks. The Glide Group
ISP expanding their FTTP network primarily to service SMEs. Thirdly, the Glide Group ISP announcing an
expansion of their FTTP network primarily to serve SMEs in addition to their current focus on high-density
residential premises. Openreach confidential response to TAR26 March 2025 Consultation. [<].

760 We also note that the evidence submitted by Openreach has limitations. For example, its evidence
suggesting that business FTTP is consistently cheaper than leased lines may in fact indicate that these two
categories of services fall within different markets.
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5.81

5.82

5.83

significantly more expensive than broadband services (as the costs are not shared across
many users).’®!

Therefore, although we recognise there may be some switching from leased lines to FTTP
business broadband services, we consider that the evidence available does not suggest that
there is a sufficient amount of switching for business broadband to be considered a
substitute. Customers who buy leased lines continue to need and value the distinct features
of leased lines which are expected to persist in the review period (discussed above and in
Section 2 of this volume). In particular, those business customers who are willing and
continue to pay the high prices for a leased line are likely to be doing so due to its non-price
characteristics, meaning they are unlikely to consider the cheaper broadband services as a
close substitute.

Therefore, from a demand-side perspective, broadband services are not a sufficiently close
substitute to leased line services to warrant inclusion in the same product market.

Having considered the feedback from stakeholders and all evidence we have, we conclude
that connectivity services provided by WLA networks are not part of the relevant product
market. However, as part of the SMP assessment we consider the extent to which
connectivity services provided by WLA networks can act as an out-of-market constraint to
BT’s market power.

Wireless technologies

5.84

Some business customers may use wireless alternatives to fixed connections for some of
their services. However, we consider that this is likely to be for a limited set of use cases,
and mainly where fixed connections are not available. Overall, we consider that wireless
services, including fixed wireless access (FWA) services, satellite connectivity and point-to
point wireless links (including microwave links) used to provide mobile backhaul, should not
be included in the product market, for the reasons set out below.

FWA services

5.85

5.86

Some business customers may use FWA services instead of leased lines, especially in rural
areas. However, in general, leased line customers tend to demand higher bandwidths,
uncontended capacity, and higher quality of service parameters than broadband
customers.”®? Although 5G FWA services may be capable of providing services with higher
bandwidths and, in some cases, uncontended capacity during the review period, we expect
that leased line customers are unlikely to be willing to switch to FWA services where leased
lines are available, as leased lines provide a greater guarantee of bandwidth and service
quality (including guarantees on high availability, continuous monitoring and support, and
fast repair and installation times).

Further, we expect that some leased line customers may use these services as backups (i.e.
complements) to their fixed connectivity, rather than as substitutes. As discussed in

Section 4, there may also be capacity constraints which would prevent FWA operators from
being able to supply a service of sufficient quality to a sufficiently large number of
customers in response to a SSNIP for all LLA services to make such a SSNIP by a hypothetical
monopolist unprofitable.

751 For example, see Volume 2, Section 2.

762 We note for completeness that in Section 4 of this volume, we find that FWA is unlikely to be a substitute
for fixed broadband for a sufficiently large number of broadband customers in response to a SSNIP of fixed
broadband services.
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Satellite connectivity

5.87 Some MNOs and large business customers may use satellite connectivity services instead of
leased lines.”® It is possible that over time, as technology advances, the capability of these
satellite-based solutions will improve. However, as with other wireless services, satellite-
based solutions will also have limitations such as lower capacity and higher latency
compared to fibre-based leased line services or even to point-to-point fixed wireless
links.”®* These services appear to be used either as temporary solutions,’® or where fibre is
too expensive.’®® Further, we expect that some leased line customers may use these
services as backups (i.e. complements) to their fixed connectivity, rather than as
substitutes. We therefore do not expect that a sufficiently large number of leased line
customers would switch to satellite-based services in response to a SSNIP for all LLA
services to make such a SSNIP by a hypothetical monopolist unprofitable.

Point-to-point wireless links (including microwave links)

5.88 MNOs use point-to-point wireless links (including microwave links) for backhaul.”®’
However, as we explain in Annex 2, compared to a leased line, these wireless links have
some limitations, such as lower capacity compared to fibre based backhaul, and
requirement for Line of Sight (LoS) connectivity. Further, MNOs have indicated that they
have fibre first strategies, and that they only used point-to-point wireless links where fibre
was unavailable, impractical or uneconomic.”®® Looking forward, we expect demand for
higher capacity mobile services to increase (especially with the continuing deployment of
5G). Given the lower capacity of point-to-point wireless links (including microwave links)
compared to fibre-based backhaul, this is likely to further reduce the effectiveness of these
links for mobile backhaul. We therefore expect point-to-point wireless links (including
microwave links) would only be used to fill gaps where demand for capacity is lower and it
is not cost-effective or practical to use fibre. As such, we would not expect sufficient
switching in response to a SSNIP to justify widening our product market definition to
include point-to-point wireless links (including microwave links).

5.89 We therefore conclude that wireless services should not be included in the LLA product
market. We note that VMO2 agreed with this position. In response to a comment from the
Welsh Government, we recognise that in many areas fixed connections in rural areas are
not available and that wireless remains, in some cases, the only available broadband
service. While, as discussed above, wireless technologies are unlikely to provide an effective
constraint on leased lines in a sufficient number of cases, they are likely to play an
important role in addressing the needs of the hardest-to-reach areas.

763 Avanti. Extending EE's 4G network - Avanti Communications. Accessed 4 March 2025. Virgin Media 02. 16
April 2024. Mobile coverage that’s out of this world: Virgin Media O2 looks to Space to boost signal in rural
areas - Virgin Media 02. Accessed 6 March 2026. Analysys Mason. 26 April 2024. Satellite is a cost-effective
means for MNOs to reach remote customers. Accessed 6 March 2026. OneWeb offers business-to-business
(B2B) services using NGSO-based satellite broadband. Ofcom. 5 December 2024. Connected Nations 2024.

764 See Annex 2, Overview of telecoms networks.

765 13<] uses [<] for temporary backhaul for remote mobile cell sites. [¥<] response dated [$<] to 5135 notice
dated [3<], question [<].

766 Virgin Media 02. 16 April 2024. Mobile coverage that’s out of this world: Virgin Media 02 looks to Space to
boost signal in rural areas - Virgin Media 02. Accessed 11 March 2026.

767 See Volume 2, Section 2.

768 Ofcom. September 2024. Review of the use of fixed wireless links and spectrum implications. Paragraphs
2.10 and 2.18.
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IEC services

5.90

5.91

IEC services typically use similar products to those in the LLA market (i.e. leased lines and
dark fibre), but they are not used for access services. Instead, IEC circuits carry aggregated
end-user traffic between specific points of aggregation (BT exchanges) located in
geographically separate access areas and do so over larger distances.

As set out in Section 6 of this volume, we consider that this different purpose of IEC
services, compared to LLA services, leads to a difference in competitive conditions. We did
not receive any evidence from stakeholders in response to our March 2025 Consultation
that contradicted our consultation position. We therefore conclude that IEC services are in
a separate market to LLA services.

Mobile backhaul

5.92

5.93

5.94

5.95

As detailed above, in its response to the March 2025 Consultation, Openreach suggested
that mobile backhaul should be treated as a separate market due to differences in supply
and demand side conditions.

As discussed in the March 2025 Consultation and in the WFTMR 2021 Statement, we
recognise that there may be differences between MNOs and other customers in their
demand for leased line access services.”® 77° For example, the evidence suggests that
MNOs are more likely to use higher bandwidth services compared to leased line users
generally. They also require nationwide and multi-site coverage (although we note that
these specific demand characteristics may not be unique to MNQOs).””* 772

However, we note that MNOs are not the only type of customer with a requirement for
nationwide and multi-site coverage or higher security standards and resilience, as other
large corporations may also particularly value these aspects.

Moreover, we continue to believe that potential demand-side differences between MNOs
and other customers are not sufficient to indicate a separate product market. This is
because:

a) While MNOs may have a preference for higher bandwidth services (including dark
fibre), these products are technically equivalent to a standard leased line. As set out
above, we consider them to be part of the LLA product market as providers can supply
any bandwidth. Furthermore, the majority of circuits used by MNOs remain at 1 Gbit/s
or below.””?

b) Moreover, even where customers may need to purchase LLA circuits across a wide
geographic area (e.g. in the case of MNOs, nationwide), this may not all need to be
purchased from a single supplier. In fact, the evidence suggests that many of the MNOs
procure their leased line access services from more than one provider, including VMO2,
CityFibre and Colt.””* This suggests that MNOs’ nationwide coverage requirement would
not necessarily preclude sub-national providers from competing for MNOs contracts.

789 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Page 29. Paragraph 2.88.

770 Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms
Market Review 2021-26. Volume 2. Page 36. Paragraph 2.105.

7 For example, other customers also have demand for higher bandwidths and multiple circuits.

772 See Volume 2, Section 2.

773 See Volume 2, Section 2.

7% For example, we understand that Vodafone and Three use more than one provider for mobile backhaul.
Three told us it uses multiple providers for mobile backhaul, while Vodafone told us it uses a small number of
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c) In addition, the evidence obtained for the March 2025 Consultation indicates that some
LLA providers who are currently not provisioning any / many lines to MNOs would be
able to and / or may consider bidding for these contracts in the future. ’”

5.96 Therefore, while we recognise there are variations between customers from a demand-side
perspective, these are not sufficient to indicate a separate product market. In particular, we
consider that supply side considerations mean there would be sufficient supply-side
substitutability to make a SSNIP unprofitable. As such we include mobile backhaul in the
LLA product market.

Our conclusions on product market definition
5.97 We conclude that there is a single product market for LLA services which includes:

a) all wholesale fibre-based Ethernet and WDM services, at all bandwidths;
b) LL-equivalent services delivered over symmetric PON (e.g. XGS-PON);”’® and
c) dark fibre used to supply or self-supply leased line services.

5.98 We conclude that the product market for LLA services excludes’”’:

a) broadband services;

b) wireless technologies (including FWA, satellite and point-to-point wireless links (such as
microwave links) used to provide mobile backhaul); and

c) IEC services between BT exchanges.

Geographic market definition

5.99 In this section we set out the evidence, analysis and reasoning for our approach to defining
the geographic markets within the leased line access (LLA) market, as well as the results of
our modelling of the boundaries of those markets. In Annex 5 we discuss in more detail our
methodology for assessing LLA network coverage.

5.100 This section includes:

a) Asummary of the proposals we set out in the March 2025 Consultation and November
2025 Further Consultation;
b) Stakeholder responses to our proposals;

providers for mobile backhaul outside of its own capabilities. See Hutchison 3G UK Limited response dated 9
August 2024 to s135 notice dated 8 July 2024, questions Al and A3 and Vodafone Limited response dated 15
August 2024 to s135 notice dated 8 July 2024, questions J1 and J3.

75 For example, in response our formal information requests some of the existing network operators indicated
that they could or considered offering mobile backhaul. For example, [3<] provided a report it had
commissioned that recommended it provides dark fibre for mobile backhaul in Area 2. [$<] response dated
[3<] to s135 notice dated [3<], question [3<]. [3<] indicated that it had been in talks with [3<] to provide dark
fibre connectivity [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<].

776 By ‘leased line equivalent’ we mean services with features such as uncontended capacity, symmetric
download and upload speeds, and quality of service parameters similar to point-to-point leased line services
(e.g. fast repair times compared to WLA services).

77 As detailed in Annex 5, consistent with our position from past reviews, in the March 2025 Consultation we
proposed to exclude legacy products, products not used to connect end-customers and leased lines used for
specialist applications such as Broadcast, Street Access and EAD rugged from the LLA product market. We have
not received any additional evidence or comments in relation to these services. Therefore, we remain of the
view that they should be excluded from the LLA product market.
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¢) The evidence and reasoning we have used to support our decisions for the LLA
geographic market definition; and
d) The application of the three criteria test.

Our proposals
March 2025 Consultation

5.101

5.102

5.103

5.104

In the March 2025 Consultation, we proposed to define three geographic markets for the
LLA market:

the High Network Reach (HNR) Area: postcode sectors where, due to presence of at least
two current material and sustainable competitors, there is sufficiently well-established

competition to BT in the commercial deployment of competing networks;

LLA Area 2: postcode sectors in which there is, or there is likely to be potential for, material
and sustainable competition to BT in the commercial deployment of competing networks;

and

LLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks.”’®

We considered that not all providers of LLA would have the ability or the potential to exert
a material and sustainable constraint on BT in this review period. We provisionally
considered that:

a) All leased-line only providers exert a material and sustainable constraint in LLA;
b) VMO2 exerts a material and sustainable constraint; and
c) CityFibre has the potential to exert a material and sustainable constraint.779

We proposed to define markets primarily by reference to the presence of these current or
potential material and sustainable competitors in particular areas, as we considered that
this would lead to geographic differences in competitive conditions.”®® In the March 2025
Consultation, we provisionally found that, as a proportion of all UK postcode sectors
(excluding the Hull Area), the HNR area accounted for 9%, Area 2 for 42%, and Area 3 for
46%.%

We also noted that we had previously found the Central London Area (CLA) to be effectively
competitive and it did not form part of our review.’®?

778 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 5.50.

773 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 5.95-5.97.

780 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 5.51 and 5.70-5.72.

781 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Table 5.1.

782 Ofcom. March 2025. Volume 2. Consultation: Promoting competition and investment in fibre networks:
Telecoms Access Review 2026-31. Volume 2. Paragraph 5.49.
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November 2025 Further Consultation

5.105

5.106

5.107

5.108

5.109

Based on new information and responses we received to our March 2025 Consultation, in
November 2025, we published a further consultation on leased lines market analysis and
various pricing issues.’®

In our November 2025 Further Consultation, we consulted on revised proposals in relation
to the buffer distance. This is used to determine whether a provider is ‘within reach’ of a
demand site and can compete to supply a leased line, thereby informing our assessment of
competitive conditions and the boundaries of our geographic markets. We proposed that:

a) A buffer distance longer than 50m and up to 100m would be more appropriate as a
proxy for network presence when determining the boundaries between LLA Areas 2 and
3. In practice, we considered this would mean setting the buffer distance at 75m or
100m.

b) A 50m buffer distance remained an appropriate proxy for network presence when
determining the boundaries of the HNR Area.”®*

This reflected new evidence that PIA could have a greater potential impact on providers’
ability to build customer-specific network extensions than we had previously assumed in
our modelling.”®®

In response to stakeholder comments on the March 2025 Consultation, in our November
2025 Further Consultation we also clarified our view on the potential impact of altnet
consolidation on LLA competitive conditions in this review period. We said that only a
subset of possible mergers and acquisitions between players in the WLA market are likely to
affect our geographic assessment of competitive conditions in the LLA market. We
considered that only transactions involving at least one current or potential material and
sustainable competitor in the LLA market would result in an entity likely to have the ability
or potential to exert a material and sustainable constraint on BT in the LLA market in this
review period.’®

Additionally, we said that it was uncertain, at that point in time, whether one of these
relevant transactions would occur and, if it did, who the merging parties would be such that
we could reflect it in our assessment of competitive conditions in the LLA market (as
appropriate). Therefore, at the time, these transactions were not expected or foreseeable
developments that we could take into account for our LLA geographic market definition.”®’

783 Ofcom. November 2025. Consultation: Further consultation on leased lines market analysis and various
pricing issues - Telecoms Access Review 2026-31.

784 Ofcom. November 2025. Consultation: Further consultation on leased lines market analysis and various
pricing issues. Paragraph 3.47.

785 Ofcom. November 2025. Consultation: Further consultation on leased lines market analysis and various
pricing issues. Paragraphs 3.49-3.54.

786 Ofcom. November 2025. Consultation: Further consultation on leased lines market analysis and various
pricing issues. Paragraphs 3.11-3.15.

787 Ofcom. November 2025. Consultation: Further consultation on leased lines market analysis and various
pricing issues. Paragraphs 3.16-3.17.
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Stakeholder responses
Our approach to defining geographic markets in LLA

5.110 FCS expressed broad agreement with the markets as provisionally defined in the March
2025 Consultation.”®® TechUK expressed support for Ofcom’s overall direction on the LLA
geographic market definition.”®

5.111 Several stakeholders commented on the alignment between the WLA and the LLA markets.
On the one hand, UKCTA and PXC agreed that the WLA and LLA markets should remain
separate due to different competitive conditions.”° VodafoneThree considered that the
updated geographic markets align with market realities.”?* VMO2 agreed with our
framework which takes into account the degree to which LLA providers are, or likely to have
the potential to be, material and sustainable competitors (but did not agree with its
application).”

5.112 In contrast, Community Fibre, INCA, Netomnia / Brsk and Openreach considered that the
WLA and LLA geographic market boundaries should be aligned. These stakeholders
suggested variously that this would improve the opportunity for competition, reduce
regulatory complexity, promote regulatory stability, encourage growth and recognise the
ability of new full fibre networks to serve both WLA and LLA markets.”3

5.113  More specifically, Openreach said that our approach does not sufficiently recognise the
existing convergence between WLA and LLA market and how this convergence will continue
over the next review period. It highlighted the following points:

a) WLA networks can be used to supply leased lines and leased line equivalent services,
and altnets are already providing these services.”** Openreach submitted examples of
such providers, including Netomnia / Brsk, Hyperoptic, Zzoom, AllPoints Fibre,
Community Fibre, Fibrus and Ogi.”®®

b) The hurdles WLA networks face in supplying leased lines that Ofcom identified are not
significant barriers to expansion. In fact, Openreach submitted that barriers to entry
and expansion in the LLA market are not insurmountable for WLA networks, as
demonstrated by the WLA providers that also compete in the LLA market.”®

c) Actual take-up of rival offers is likely to be affected by timing, which may explain why
leased line sales may take time to filter through. Openreach said that altnets may
increase leased line volumes in the next review period when long-term contracts end.
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Additionally, Openreach has seen an increase in cease rates, which it says may be partly
linked to competition from altnets.”’

d) Relatedly, Openreach submitted that we have not been sufficiently forward-looking in
our approach to smaller altnets who supply leased lines, for example as a result of
looking at evidence on historic volumes. Openreach said that this is inconsistent with
the approach taken in WLA.”®

e) Business FTTP offers a partial substitute for leased lines.”®°

5.114 Openreach said that to correctly capture this convergence we should consider all altnets as
relevant LLA competitors - irrespective of consolidation - and therefore maintain our
WFTMR21 approach of aligning the boundaries of WLA and LLA geographic markets. In
practice, to aligh market boundaries, Openreach said we should continue to use the WLA
model to draw the boundaries between LLA Area 2 and LLA Area 3 thereby ensuring
regulatory stability. It also said that, if we must use the Network Reach Model (NRM),®%° we

should improve it to achieve similar results.®*

Identifying actual or potential material and sustainable competitors

5.115 Some stakeholders commented on how we identified actual or potential material and
sustainable competitors amongst the providers that specialise in leased lines only, which
we refer to as LL-only providers, and those that sell both leased lines and broadband
services, which we refer to as multi service networks (MSNs).

Leased line-only providers

5.116 Vorboss disagreed with our proposal that all LL-only providers are material and sustainable
competitors given the existence of high barriers to entry and expansion. Vorboss further
noted that if we maintain this position, we should set out detailed analysis and evidence as
to why this is the case and specify the barriers to entry and expansion in the LLA market

that these providers have overcome.®%

MSNs

5.117 UKCTA, VodafoneThree and PXC suggested that altnets are unlikely to have the potential to

become material and sustainable competitors in LLA in the next review period.5%

5.118 Some stakeholders argued that we should include additional MSNs as material and
sustainable competitors:

a) Community Fibre, INCA, and VMO2 submitted that many altnets are planning to enter
and expand in LLA in the next review period, and if altnets have not done so yet, then
this just reflects a staggered market entry approach.®
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b) Openreach considered that Netomnia, Brsk, Community Fibre and Ogi are examples of
providers that should be included in our LLA geographic market definition.®%

c) Ogi also submitted that it plans to have a greater focus on B2B over the next 4 years.%%°
ITS explained that Community Fibre and Netomnia offer the prospect of material and
sustainable competition in LLA.2%” Openreach also noted that Netomnia has further
expanded its business offerings by launching a B2B wholesale platform.®% Netomnia
also explained that it will be making more intensive use of its MSN over the next review
period.8%

d) In addition, Netomnia argued that it is both economically plausible and probable that in
the next five-year review period, competition will intensify in business connectivity
markets in a way not currently evidenced.?°

e) INCA and Wightfibre submitted that the Isle of Wight should be in Area 2, because
WightFibre is a material and sustainable competitor in this area.’!

5.119 Openreach suggested that we have not been sufficiently forward looking when considering
whether some MSNs are likely to have the potential to be material and sustainable
competitors.5'?

5.120 Finally, Openreach said that CityFibre should be considered a current (rather than potential)
material and sustainable competitor due to its expanded presence in the Ethernet market

and its widely expected role as a major consolidator.?3

Consolidation

5.121 The responses to the November 2025 Further Consultation indicate general acceptance that
some form of altnet consolidation will occur. More specifically, Gigaclear, Openreach and
VMO?2 agree that some form of consolidation is likely to occur during the review period.®*
GoFibre and some TechUK members agreed that consolidation could influence market
dynamics.%®

5.122  On the contrary, VodafoneThree and other TechUK members submitted that FTTP
consolidation does not impact the leased lines market.®°
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5.123 Some stakeholders agreed with our view that certain consolidation scenarios involving
current or potential material and sustainable competitors would have a more material
impact on competition:

a) VMO?2 agreed that an acquisition of an altnet by a material and sustainable competitor
would have a greater impact on competition than a merger between two small
altnets.®’

b) Gigaclear said that our proposal that we should only include consolidation involving
current or potential material and sustainable competitors in the LLA geographic market
definition is appropriate.®®

c) [3<] agreed that consolidation among altnets does not automatically guarantee a
material and sustainable competitive constraint.5%

5.124  Otherwise, many of the responses to the March 2025 Consultation and November 2025
Further Consultation indicated that we should account for the potential for consolidation in
our LLA geographic market definition by including more MSNs as potential material and
sustainable competitors:

a) CityFibre, INCA, Openreach and VMO2 submitted that we should consider MSNs to be
material and sustainable competitors in LLA due to consolidation, as we do in WLA 8%
Openreach explained that since full fibre networks that offer leased lines are likely to be
consolidated, the relevant constraint is the presence of fibre in the ground, not the
identity of the company currently controlling the network.®?

b) ITS submitted that consolidation by Community Fibre, Netomnia or other large to mid-
sized altnets would create entities that are material and sustainable competitors,
because these providers themselves offer the prospect of material and sustainable
competition.?*

c) Some TechUK members considered that, in certain cases, consolidation between WLA
players could accelerate the ability for them to compete in LLA.%?% INCA submitted that
larger entities created through consolidation could enter and expand in the LLA
market.?%*

d) VMO?2 submitted that it is possible that transactions could occur between altnets that
are currently not material players in the LLA market and the LL-only providers that we
have identified.??°
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e) Community Fibre and VMO2 submitted that smaller altnets might become more likely
to be acquired by material and sustainable competitors due to sequential transactions
over the review period.%?°

5.125 Some stakeholders disagreed with our treatment of uncertainty with respect to
consolidation in LLA:

a) VMO?2 considered that we have set the bar for reasonable foresight too high, and that —
since both CityFibre and VMO2 have publicly expressed their intent to participate in
altnet consolidation - the possibility of consolidation is entirely foreseeable.®?’” CityFibre
submitted that Ofcom fails to recognise the evidence that CityFibre is most likely to be a
major consolidator.®?® Openreach suggested that the industry trend towards
consolidation is strong enough evidence to include MSNs in our geographic market
definition.®*

b) Openreach said that by waiting for details of specific transactions before reflecting
them in the LLA geographic market definition, Ofcom is not taking a sufficiently
forward-looking approach. &°

¢) Openreach and VMO2 submitted that our treatment of uncertainty with respect to
consolidation in LLA is inconsistent with our approach in WLA.%! In addition, in
response to our November 2025 Further Consultation, CityFibre and VMO?2 said that
our approach to consolidation in LLA remains inconsistent with WLA, 3

5.126 Some stakeholders expressed concern that our approach may impact competition or
consolidation prospects over the review period:

a) INCA and ITS considered that by not acknowledging the impact of consolidation we may
influence the consolidation process itself, as altnets located in the LLA Area 3 market
will become less attractive consolidatory targets.?*

b) VMO2 and some TechUK members said that taking too narrow a view on the potential
impact of consolidation could embed current competitive outcomes, and create a risk
that areas which are prospectively competitive never become actually competitive
during the TAR period.®** INCA also suggested that our approach to consolidation does
not provide a competition-friendly regulatory environment.®*

c) CityFibre, Community Fibre, INCA, ITS, Openreach, and VMO2 submitted that this effect
could be compounded by the SMP remedies in LLA Area 3.5%°
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5.127 Gigaclear submitted that Ofcom should adopt a framework that allows for mid-period
adjustments if significant mergers occur during the review period.**” Some TechUK
members also suggested that the framework should allow for sufficient flexibility to reflect

the activities of newly established or merged entities.®®

5.128 Openreach also suggested that the logic of our proposal on consolidation would lead to
overly complex outcomes if CityFibre were to acquire a network, since we did not propose
to use CityFibre’s footprint in the HNR boundary calculation.®*°

Modelling the HNR, LLA Area 2 and LLA Area 3 market boundaries

Use of the network reach model (NRM) across all LLA geographic markets

5.129 As discussed above, Openreach suggested that we should align the Area 2 and Area 3
geographic boundaries across WLA and LLA due to the continuing convergence between the
two markets. It argued that to do so in practice we should continue to use the WLA model
(as we did in WFTMR21) to draw the boundaries between LLA Area 2 and LLA Area 3.
However, it said that if Ofcom must use the NRM, we should improve it to achieve a similar
outcome.®*°

5.130 Inthis context, Openreach argued in its responses to both the March 2025 Consultation and
the November 2025 Further Consultation that the NRM has several limitations, and that
these weaknesses mean we should instead use the WLA geographic market boundaries to
define the LLA geographic markets. Openreach made the following points:

a) Both the WLA and NRM metrics are approximative and we have not explained why the
latter is likely to represent a substantial improvement.®#

b) The NRM is not robust to minor changes in its key assumptions, which lead to large
changes in the results.®*> Openreach suggested that the NRM is sensitive to the 50m dig
distance, the 65% coverage threshold and the networks included in the model.
Openreach submitted that we should therefore, for transparency, present model
sensitivities as we did in the 2019 BCMR.5*

¢) Limitations of the NRM have been identified by Ofcom in previous reviews. This
includes the increased limitations of the NRM in approximating competitive conditions
in rural areas as well as the potential measurement inaccuracies relating to the buffer
distance.®* Reflecting these limitations, the NRM specifications have been changed

multiple times across reviews, undermining confidence in the model.?%
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d) Ofcom did not view the NRM as being appropriate for a forward-looking assessment in
WFTMR21 and has not sufficiently justified why the NRM model is now appropriate to
define the boundaries of LLA Areas 2 and 3.5

Geographic unit

5.131 VodafoneThree suggested that using postcode sectors as the geographic unit can mask
pockets where competition is weaker, meaning that competitive conditions within the

markets we define may not be fully homogenous.?*’

Buffer distance

5.132 In response to the March 2025 Consultation and the November 2025 Further Consultation,
Openreach said the buffer distance parameter in the NRM is conceptually flawed, since PIA
makes the proximity analysis irrelevant and the only relevant distance is that required to
connect to Openreach’s physical infrastructure.?*® It also expressed concerns with the
analysis in the November 2025 Further Consultation, stating that the analysis was based on
a very small sample of providers, and that 75m to 100m buffer distance proposal was set
arbitrarily.8*

5.133  Notwithstanding these general comments, as detailed below, Openreach said that if we
must use a buffer distance parameter it should be longer across all geographic areas.

5.134 INCA considered that a 100m buffer distance is a safe assumption for Ofcom to adopt.?*°

5.135 Some altnets and Openreach said the buffer distance should be increased to more than
100m, for a number of reasons:

a) CityFibre, Openreach and VMO?2 submitted that the evidence presented in the
November 2025 Further Consultation shows that operators are willing to build beyond
100m.®*! Openreach and Community Fibre noted that Community Fibre currently uses a
buffer distance greater than 100m.®>

b) Openreach also considered that observed build distances are likely to represent the
length that providers need to cover, rather than what they are willing to cover to reach
a customer. Therefore, we should give more weight to the upper quartiles and
maximum build distances.®*

c) CityFibre, Openreach and VMO?2 suggested that there is likely to be a trend of
increasing extension distances using PIA over time, justifying an increased buffer
distance.®*
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d) Openreach stated that the buffer distance is too low as we wrongly assume that a
network is extended to serve only a single end customer.®* It noted that once a
network builds an extension to connect a customer, the network could then become
within reach of more customers. It said our model fails to capture this dynamic
expansion.®*® Openreach submitted that we have not considered the incremental,
dynamic expansion of networks, which indicate that the buffer distance should be
increased even further.®*’

e) CityFibre suggested that the buffer distance should be increased to 200m to allow for
competition across the widest possible footprint, given the proposed regulation in LLA
Area 3.%%8

f) Finally, some TechUK members said that the buffer distance value should be increased
to reflect the evolving capabilities of leased line equivalent service providers, rather
than relying on evidence of historic behaviours.?>°

5.136 In addition to the above, Openreach noted that we should also increase the buffer distance
in the HNR Area as build behaviour is likely to be the same across all areas.®®°

5.137 On the contrary, VodafoneThree disagreed with our revised proposals in the November
2025 Further Consultation. VodafoneThree said that the buffer distance should remain at
50m (as set in the WFTMR21 and proposed in the March 2025 consultation) for a number
of reasons:

a) The analysis presented in the November 2025 Further Consultation is misleading
because it includes data from the CLA which is an unregulated geography [$<].%¢!

b) Itis the wrong time to alter market assessment metrics, since competitor network
extensions are in sustained decline. 2> Some TechUK members and UKCTA also made
this point.®3

c) The evidence in the November 2025 Further Consultation shows that rival success in
winning competition is modest and declines after 50m.#*

5.138 Similarly, PXC stated that the buffer distance should remain at 50m or increase to 75m at
most.® This is because a longer buffer distance would disincentivise investment in Area
3.8% |t also said that a 100m buffer distance would be too long because the evidence shows
that, at 100m, competitors only win 10% of connections.®’
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5.139 Hyperoptic, some TechUK members and UKCTA also noted that physical proximity does not
guarantee that a provider will be able to serve a demand site due to constraints such as
wayleaves. %

5.140 PXC, UKCTA, Hyperoptic and TechUK noted that, while a moderate increase to the buffer
distance may be appropriate, there are other factors that we should also consider to assess
competition. 8%

5.141 Openreach disagreed with our assessment of PIA in the November 2025 Further
Consultation on the basis that:

a) Openreach does not gain a competitive advantage due to the limitations of PIA, as
these same limitations apply to Openreach. Openreach also submitted that we do not
assess the scale of these limitations, nor do we acknowledge the mitigations offered by
Openreach to address these.?”°

5.142  The assumption of Ofcom’s analysis is that (i) PIA is always the preferred option and (ii) any
example of a provider not using PIA is necessarily a negative outcome and indicative of
Openreach securing a competitive advantage. Openreach contends that this assumption is

inaccurate.®’?

5.143 Some stakeholders noted some potential limitations of using a single buffer distance:

a) Some TechUK members submitted that a single value of the buffer distance cannot
reliably capture real-world drivers of build behaviour, and risks overstating competition
in some locations while understating it in others.?”2

b) Gigaclear submitted that Ofcom should retain a 50m buffer distance in rural areas to
avoid weakening SMP remedies in rural regions.®”?

c) PXC submitted that XGS-PON providers should have a shorter buffer distance as these
providers face significant cost disadvantages compared to Openreach.®”

d) Openreach suggested that part of the reason why the LLA Area 2 boundaries proposed
in the March 2025 Consultation were smaller than those indicated by the WLA market
may be because altnet networks are closer to business sites than to mobile base
stations, especially in less densely populated areas.?’”> Openreach also suggested that
the large composition shift towards mobile cell sites in the data may be exacerbating
the possible impact that including mobile has on the NRM results.?¢ [3<].877 878
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65% threshold

5.144  Openreach considered that the 65% threshold for assessing ‘presence’ of a LLA provider is
arbitrary and has simply been carried over from previous reviews.®”

5.145 Openreach also submitted that the 65% threshold is too high compared to the 50%
threshold we use in to define the WLA geographic markets, and that it is not clear why we
use a different threshold in the LLA geographic market compared to the WLA geographic
market. %%

Further modelling information
Existing networks and build plans

5.146 VodafoneThree suggested that we should not include planned build in the NRM. This is
because altnets are focused on consolidation rather than network expansion and the level
of network reach by 2031 is therefore likely to be lower than forecast.®!

Demand sites

5.147 Openreach said that there are some issues with the way that Ofcom approximates demand
site locations. Openreach stated that business sites should not be restricted to 250
employees, mobile base stations should be considered separately from business leased
lines, and approximating exact demand site locations with a postcode centroid might not
work well in rural locations.®?

Other modelling issues

5.148 Openreach suggested that the classifications of some postcode sectors are counter-intuitive
and anomalous, both before and after our proposal to extend the buffer distance.®?
Openreach submitted that Ofcom has a duty to examine competitive conditions at a more
granular level, rather than just adhering to the outputs of the NRM.%*

5.149 INCA expressed concern that some postcode sectors have moved from the HNR Area in the
WFTMR21 to LLA Area 3 in the TAR, despite the NRM approach being used to define the
HNR Area in the WFTMR21.%%

5.150 CityFibre and ITS expressed concern that some of their footprint is in LLA Area 3, despite
the fact that they are potential and current material and sustainable competitors
respectively.®® Openreach also noted that even if providers are labelled as material and
sustainable competitors, their footprint may fall into Area 3.5%” CityFibre submitted that the
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reason that some of its footprint is in LLA Area 3 is likely because data on its full fibre
network [3<] was not used, and because the 50m buffer distance is too low.%®

Modelling results: the LLA geographic market boundaries
The HNR Area

5.151 VodafoneThree and Consumer Scotland commented specifically that they agreed with our
definition of the HNR Area.®®

5.152  AllPoints Fibre and Vorboss expressed concerns about the expansion of the HNR Area.?%°
AllPoints Fibre stated that Ofcom should be cautious about expanding the HNR Area, as it
believes that deregulation has not worked in the CLA.%! In addition, AllPoints Fibre and
Vorboss stated that we have taken too simplistic an approach in defining the HNR Areas,
and that we should take into account other factors than the presence of two
competitors.5%?

5.153 Openreach noted that we no longer include CityFibre’s footprint in the HNR boundary
calculation.® Openreach considered that CityFibre should be regarded as a current
material and sustainable competitor, and as such its footprint should be included in the
HNR boundary calculation.®* On this, Openreach also noted that it would be inconsistent
not to use CityFibre footprint to draw the boundaries of the HNR Areas since CityFibre
footprint is considered for the SMP assessment of the HNR Areas, which is intrinsically
linked with market definition.®®

LLA Area2 and LLA Area 3

5.154 VodafoneThree considered that the geographic market boundaries that we proposed in the
March 2025 Consultation, particularly the proposed LLA Area 3, align with market
realities.®®

5.155 INCA and Openreach submitted that the proposed LLA Area 3 boundary being bigger than
the WFTMR LLA Area 3 boundary is counterintuitive and illogical, given Ofcom’s recognition
that LL-only and FTTP providers have expanded their networks since 2021, and that altnets
have started to offer leased lines.?*” Openreach also submitted that the significant
reduction in the size of the LLA Area 2 boundary undermines Ofcom’s stated ambition of
providing stability and clarity for the market.®%®

888 CityFibre response to TAR26 March 2025 Consultation. Annex 4. CityFibre response to TAR26 March 2025

Consultation. Paragraphs 3.33-3.34. CityFibre response to TAR26 November 2025 Consultation. Paragraphs
1.18-1.20.

889 VodafoneThree response to TAR26 March 2025 Consultation. Page 42. Paragraph 84. Consumer Scotland
response to TAR26 March 2025 Consultation. Page 6.

8%0 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraphs 40-42. Vorboss response to
TAR26 March 2025 Consultation. Page 7-8.

891 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 40.

892 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraphs 40-42. Vorboss response to
TAR26 March 2025 Consultation. Pages 7-8.

893 Openreach response to TAR26 November 2025 Consultation. Page 12. Paragraph 10.

894 Openreach response to TAR26 November 2025 Consultation. Page 12. Paragraph 10.

8% Openreach response to TAR26 March 2025 Consultation. Document 2. Page 57. Footnote 77.

8% yodafoneThree response to TAR26 March 2025 Consultation. Page 39. Paragraphs 58-62.

897 INCA response to TAR26 March 2025 Consultation. Page 72. Paragraph 279. Openreach response to TAR26
March 2025 Consultation. Document 1. Page 30. Paragraph 86-88. Openreach response to TAR26 March 2025
Consultation. Document 2. Paragraphs 80-84.

898 Openreach response to TAR26 March 2025 Consultation. Document 1. Page 12. Paragraph 25.

171


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/cityfibre.pdf?v=409840
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/cityfibre.pdf?v=409840
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-3-4-weeks/further-consultation-on-leased-lines-market-analysis-and-various-pricing-issues/responses/cityfibre.pdf?v=411317
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/consumer-scotland.pdf?v=402125
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/allpoints-fibre.pdf?v=402117
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vorboss.pdf?v=402089
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/allpoints-fibre.pdf?v=402117
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/allpoints-fibre.pdf?v=402117
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vorboss.pdf?v=402089
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-3-4-weeks/further-consultation-on-leased-lines-market-analysis-and-various-pricing-issues/responses/openreach.pdf?v=411326
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-3-4-weeks/further-consultation-on-leased-lines-market-analysis-and-various-pricing-issues/responses/openreach.pdf?v=411326
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-2.pdf?v=402329
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/inca.pdf?v=402121
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-1.pdf?v=402077
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-2.pdf?v=402329
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-1.pdf?v=402077

5.156 ITS submitted that it does not make sense for Ofcom to expand the LLA Area 3 market given
that ITS has entered and expanded its footprint in LLA Area 3.5° CityFibre also questioned
that there has been an increase in the size of the LLA Area 3 market despite significant
network rollout by CityFibre and others since 2021.°%

The CLA

5.157 INCA submitted that we should offer more insight into why the CLA is not regulated, since
competitive conditions in the CLA may have changed over time.*"

5.158 AllPoints Fibre and some TechUK members submitted that Ofcom is too reliant on the
presence of competing networks without considering other factors, such as whether
competition is established and sustainable, in defining the CLA.%*

5.159 We also received responses suggesting that deregulation has not worked in the CLA .
AllIPoints Fibre submitted that Openreach retains a 50-60% market share in the CLA that has
not fallen significantly since deregulation.®® Vorboss submitted deregulation in the CLA is
undermining competition and further innovation in the market.*

Our reasoning and decisions on geographic market definition

5.160 For the reasons set out below, we confirm our proposals to define three LLA geographic
markets: HNR area, LLA Area 2, and LLA Area 3, which comprise approximately 9%, 54% and
34% of UK postcode sectors respectively.

5.161 We first provide some contextual background. We then set out our reasoning and
decisions, while also addressing responses to the March 2025 Consultation and November
2025 Further Consultation.

Background to our reasoning on geographic market definition
Our definition of LLA geographic markets in the WFTMR21

5.162 Inthe March 2021 WFTMR Statement, we defined four geographic areas for LLA:

e the Central London Area;

e the High Network Reach area: other postcode sectors where there are two or more rival
networks to BT in the provision of leased lines;

e LLA Area 2: postcode sectors in which there is, or there is likely to be potential for, material
and sustainable competition to BT in the commercial deployment of competing networks;
and

e LLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks.

5.163 We defined the CLA and HNR Area with reference to the presence of LL-only operators,

VMO2 and CityFibre. We used the network reach model to assess how many networks were
within reach of a sufficiently high proportion of business sites in each postcode sector.

899 |TS response to TAR26 March 2025 Consultation. Pages 4-5. Paragraphs 17-23.

900 CityFibre response to TAR26 March 2025 Consultation. Page 33. Paragraph 3.31.

91 INCA response to TAR26 March 2025 Consultation. Page 75. Paragraph 291.

902 TechUK response to TAR26 March 2025 Consultation. Page 5. AllPoints Fibre response to TAR26 March
2025 Consultation. Page 7. Paragraph 40.

903 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 42.

904 \orboss response to TAR26 March 2025 Consultation. Page 7.
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5.164 We defined Area 2 to be those postcode sectors (outside of the CLA and HNR Area) in which
at least either VMO2 or CityFibre were present or planning to be present.’” We used the
same boundary between Area 2 and Area 3 for LLA services as for WLA services. We
considered that there was likely to be potential for material and sustainable competition in
areas covered by the VMO2 and/or CityFibre networks in both WLA and LLA. As the
footprints of these networks would be the same for both WLA services and LLA services, we
considered the use of common geographic boundaries for these markets to be both
reasonable and practical.

5.165 We defined Area 3 as those postcode sectors that were neither the CLA, HNR, or Area 2, as
we considered that outside these areas there were no plans for material commercial
deployment and therefore it was not likely that there was the potential for material and
sustainable competition to emerge.

5.166 Table 5.2 summarises how we allocated postcode sectors to different geographic markets in
WFTMR21.

Table 5.2: WFTMR21 leased lines geographic market sizes

Total postcode sectors 5,430 3,867
(% of UK total) (3%) (5%) (54%) (38%)
Demand sites 4,202 9,085 94,565 40,041
(% of UK total) (3%) (6%) (64%) (27%)

Source: Ofcom. March 2021. Statement: Promoting investment and competition in fibre networks — Wholesale
Fixed Telecoms Market Review 2021-26 - Ofcom. Volume 2. Table 7.7.

LLA market developments since 2021

5.167 There have been a number of market developments which influence how we think about
leased lines competition and how we define the geographic markets for the 2026-31 review
period.

Competition from LL-only operators

5.168 Assetoutin Annex 5, LL-only providers increased their aggregate share of on-net LLA circuit
ends between 2020 and 2024. This indicates that they are providing increased competition
across the LLA markets.

5.169 Since 2021, we have also seen additional LL-only providers entering the market. For
example, ITS entered the market, growing to [3<] leased line access circuits across the UK
(excluding the CLA) as of September 2025.°% [TS has proven successful in winning contracts
with telecoms providers, having won a contract with Sky to provide Ethernet services, and

905 We assessed this using the network presence modelling we had used for our WLA market definition.
906 1TS response dated 28 January 2026 to our clarificatory question dated 21 January 2026 concerning the
s135 notice dated 23 June 2025, question D1.
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with PXC also currently taking leased line circuits from ITS. %7 98 [3<] states that it is
purchasing more circuits from ITS than [$<].°%°

5.170  We reflect this growth by LL-only providers in our approach to defining the geographic
markets, as discussed further below.

WLA providers competing in the LLA market

5.171 Inthe WFTMR21, we identified economies of scope between the provision of leased lines
and residential broadband, and considered that gigabit-capable networks would typically
provide both broadband and leased line services.?° 9! Since 2021, as outlined in Volume 1,
we have seen substantial FTTP network build by altnets, while CityFibre and VMO2 have
continued to operate in both the WLA and LLA markets.

5.172  Many of the altnets that have entered the WLA market have chosen not to provide leased
lines to date. Some altnets — such as [<] — that initially focussed on serving residential
premises have started to offer leased lines, but the volume of circuits supplied have so far
been limited.’*

Our approach to defining geographic markets in LLA

5.173 The key consideration in defining geographic markets is to identify areas within which
competitive conditions are sufficiently similar for them to be grouped together as one
geographic market.’

5.174 Asoutlined in Section 1, our market reviews are forward-looking. We therefore need to
sufficiently capture not only the existing competitive conditions, but also the expected or
foreseeable developments that may affect competition over the review period.

5.175 There is inherent uncertainty in defining forward-looking geographic markets, particularly
during a dynamic period in which network competition is still developing. We consider the
evidence available, including the evidence gathered using our information gathering
powers®** as well as the responses to the March 2025 Consultation and November 2025
Further Consultation and use our regulatory judgment to take a view on likely
developments over this review period. We discuss this in more detail in Section 1 of this
volume as well as Annex 1.

5.176  We note that we received a number of responses commenting on our approach to market
definition in terms of convergence between the LLA and the WLA markets. We respond to
these comments in our conclusion on material and sustainable competitors and where we
set out our modelling approach. This is because, while these comments have been put to us

97TS. September 2024. Sky Business signs a new long-term agreement with dedicated B2B full fibre provider

ITS. Accessed 6 March 2026.

908 TalkTalk Communications Ltd t/a PlatformX response dated 12 February 2025 to s135 notice dated 10
February 2025, question 1c.

909 13<] response dated [$<] to s135 notice dated [<], question [<].

910 For example, see: Ofcom. March 2021. Promoting investment and competition in fibre networks —
Wholesale Fixed Telecoms Market Review 2021-26. Volume 3. Paragraph 6.38.

911 We refer to networks that provide both WLA and LLA services as multiservice networks (MSNs).

912 13<] response dated [$<] to s135 notice dated [5<], question [5<]; [¥<] response dated [3<] to s135 notice
dated [3<], question [$<].

913 See also Section 1 of this Volume and Annex 1.

914 Between May 2024 and October 2025, we issued information notices related to our analysis of the LLA
market. This involved sending detailed questions to over 50 stakeholders. See Annex 21 for more detail on our
sources of evidence.
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as a matter of “approach”, we consider that to appropriately address them we need to
draw from the evidence we discuss on how networks compete in the LLA market.

5.177 As discussed in Section 1, competitive conditions in different geographic areas are
determined on a forward-looking basis by the materiality and sustainability of the
competitive constraint that the networks present in those areas have the ability or the
potential to exert.

5.178 To compete in the LLA market, competitors must have a network which is technically
capable of providing LLA services. As set out in Section 2, since WFTMR21 the presence of
networks has increased, and there is potential for this trend to continue over the review
period.

5.179 However, the evidence available to us — as well as the information in many of the responses
to the March 2025 Consultation and November 2025 Further Consultation — indicates that
there are other high barriers to entry and expansion in the LLA market that affect suppliers’
ability to gain customers and become material and sustainable competitors.®*”

5.180 These barriers go beyond the high costs of building a network which is technically capable
of offering LLA services, and include high switching costs as well as the material time and
investment required to gain the necessary business capabilities, credibility and reputation
to attract business customers. We note that VodafoneThree, PXC, FCS, Netomnia / Brsk,
Vorboss, Neos Networks and CityFibre agreed with our description of the barriers to entry
and expansion in LLA or submitted evidence that aligns with our description of these
barriers.?*

5.181 Therefore, we consider that network presence alone is not sufficient to exert a material and
sustainable constraint.'” Instead, competition in the LLA market relies on the presence of
networks who have already, or have the potential to, sufficiently overcome these barriers
to entry and expansion such that they currently are, or have the potential to become,
material and sustainable competitors.%8 91

915 We set out our conclusions on barriers to entry and expansion in LLA more fully in the SMP section below,
but we consider these barriers are relevant to our approach to geographic market definition. This is because
they represent evidence on entry to the market and on the challenges to competing in LLA, that has informed
our view on competitive conditions in the LLA market, including the extent to which these are likely to
converge with competitive conditions in the WLA market.

916 yodafoneThree response to TAR26 March 2025 Consultation. Page 35. Paragraph 35. PXC response to
TAR26 March 2025 Consultation. Page 13. Paragraph 3.2-3.3. FCS response to TAR26 March 2025 Consultation.
Pages 4-5. Substantial Group Limited response to TAR26 March 2025 Consultation. Page 7. Footnote 12.
Vorboss response to TAR26 March 2025 Consultation. Pages 2-3. CityFibre response dated 5 February 2026 to
s135 notice dated 3 February 2026. Neos Networks response dated 10 February 2026 to s135 notice dated 3
February 2026.

917 INCA and VMO?2 also highlighted that network presence alone is not sufficient to form a view on the degree
of competitive constraint exerted. INCA response to TAR26 March 2025 Consultation. Page 69. Paragraph 268.
Virgin Media 02 response to TAR26 March 2025 Consultation. Page 29. Paragraph 104.

918 Note that we do not rule out the possibility that other providers may sufficiently overcome barriers to entry
and expansion over the review period. However, where the evidence available to us does not indicate that this
is likely, we consider that these providers are unlikely to have the potential to become material and
sustainable competitors over the review period.

919 For convenience and to avoid repetition, in the rest of this section, we may in some cases refer to these
competing networks either as ‘networks who have already, or have the potential to, sufficiently overcome
barriers to entry and expansion’ and / or as ‘networks who are, or have the potential to become, material and
sustainable competitors’.
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5.182

5.183

5.184

We expect competitive conditions to be appreciably different where these current or
potential material and sustainable network providers are present or plan to be present,
compared to where they are not.*

Given this, we do not agree with Openreach that we should consider all MSNs to be either
current or potential material and sustainable competitors in this review period solely on the
basis that MSNs have an FTTP network that is technically able to provide LLA services.*! As
discussed above, network presence alone is not necessarily enough to affect competitive
conditions in a particular area.

The rest of this section is structured as follows:

a) First, we set out the factors that indicate whether a provider has, or has the potential
to, sufficiently overcome the barriers to entry and expansion either on their own or as a
result of consolidation. On this basis, we identify the LLA providers that are, or have the
potential to become, material and sustainable competitors in LLA over this review
period, and therefore to affect competitive conditions.

b) Secondly, we define the geographic markets we have found in LLA and explain our
reasoning.

c) Thirdly, we use the NRM to establish the area boundaries by allocating postcode sectors
to the different LLA geographic markets.

d) Fourthly, we set out our modelling results.

Identifying actual or potential material and sustainable competitors

Assessing providers’ ability or potential to overcome barriers to entry and expansion

5.185

5.186

We now set out which providers we consider have already, or have the potential to,
sufficiently overcome barriers to entry and expansion such that they are, or are likely to
become, material and sustainable competitors in LLA over this review period.

In reaching our decision, we exercise our regulatory judgment, taking into account the wide
range of evidence that we have gathered in relation to the current market position of
different providers and how this is likely to evolve. This includes the following factors:

a) Business model and business plans: we have gathered a significant amount of evidence
on providers’ product offerings to assess whether they provide, or plan to provide, LLA
services. This allows us to assess the extent to which a provider is already competing in
the LLA market, or is likely to do so over the review period. Where this is the case, we
have also examined whether LLA services constitute a core part of their business model,
and the extent to which they have developed a plan to build the necessary business
capabilities, credibility and reputation to attract business customers.

b) Architecture and technical capabilities of the network: as discussed in the PMD section
we recognise that, in principle, leased line equivalent features can be offered on a
comparable basis by Ethernet over symmetric PONs (such as XGS-PON). However, in
practice, where a network is not already providing LLE services, some work would be
required to configure the network so that it can offer features which are needed to
compete in the LLA market (e.g. uncontended ringfenced capacity, 24/7 network
monitoring, faster repair capabilities). Moreover, business-focused providers may need

920 As BT has a ubiquitous network, we assess competitive conditions for the purpose of geographic market
analysis by assessing the presence of other networks that have the ability or potential to be material and
sustainable competitors to BT.

921 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 49. Paragraph 134.
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to build their network with the intention of passing sufficiently close to the main
business sites and actively compete for those customers. We have therefore considered
the architecture and technical capabilities of networks. This evidence helps us
understand whether a provider’s network can support the service features that LLA
customers require. That capability is relevant to overcoming barriers such as installation
time and the credibility associated with delivering reliable, business-grade services. As
such, looking at this evidence provides an additional indication of providers’ ability or
potential to sufficiently overcome barriers to entry and expansion in LLA.

c) Network scale: all else being equal, a network with larger scale is likely to be a more
efficient and more effective competitor (e.g. due to economies of scale, greater brand
recognition). As detailed further below, network scale can also impact the ability of
competing networks to win LLA business in certain circumstances. For example, a larger
network scale may be an advantage for winning customers who require connections to
a number of large, geographically dispersed sites networks, or when trying to secure
wholesale deals with telecoms providers. We note business-focused networks may be
able to efficiently and effectively meet demand at comparatively smaller scale due to
their specialised business model and network architecture.

d) Sales volumes: a greater level of historical sales can be an indicator that a provider has
been successful in overcoming some of the barriers to entry and expansion. Forecast
sales can also be an indicator that a provider has the potential to sufficiently overcome
barriers to entry and expansion (such as credibility, reputation, and the challenges
associated with winning and provisioning business-grade services). In considering the
evidence on volumes, we recognise that they should be interpreted in context as, for
example, providers that only target specific business areas may be able to compete and
yet present comparatively low overall volumes.

5.187 In practice, as detailed below, to conduct this assessment we looked at these factors in the
round across the two main categories of leased lines providers: LL-only providers and WLA
players who provide, or have the capability of providing, leased line or leased line
equivalent services (i.e. MSNs). We therefore disagree with Openreach and INCA that our
approach to evidence gathering was not sufficiently accurate or forward-looking.**

5.188 As detailed in the following paragraphs, based on our assessment of their ability or
potential to overcome barriers to entry and expansion, we consider that all LL-only
providers are material and sustainable competitors in the provision of LLA services. In
addition to LL-only providers, we also consider that VMO?2 is, and CityFibre and Wightfibre
are likely to have the potential to be, a material and sustainable LLA competitors.

LL-only providers

5.189 There are a number of LL-only providers that have a business focus and specialise in
provisioning LLA services.””* #**

922 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 59. Paragraphs 177. INCA

response to TAR26 March 2025 Consultation. Page 73. Paragraphs 282.

923 See, for example: [<] response dated [3<] to s135 notice dated [$<], question [$<]; [$<] response dated
[3<] to s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 dated [<], question [3<];
[3<] response dated [3<] to s135 notice dated [3<], question [3<]; and [<] response dated [3<] to s135
notice dated [3<], question [$<].

924 We note that three of these providers (ITS, KCOM and MS3) are also present in the WLA market. Given the
specifics of their business models we consider that — similar to LL-only providers — they have been able to
sufficiently overcome barriers to entry and expansion in the LLA market and as such consider them to be
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5.190 Because of their business focus, the architecture and technical capabilities of the network
have been designed to meet this demand.®” In particular, LL-only networks are typically
built with the intention of passing sufficiently close to the main business sites in an area
(e.g. industrial parks, business districts, mobile masts, etc.) to be able to provide
connections to and compete for business premises, on demand.®* The technical and
commercial specialisation of LL-only providers may also enhance their competitive
positioning by enabling them to efficiently and effectively meet demand, and by providing
them with a greater (actual or perceived) level of expertise in the provision of leased lines.
As a result, these networks may be able to compete for customers at a smaller scale.

5.191 Inline with this, as set out in Section 2, the evidence indicates that LL-only providers
increased their aggregate share of on-net LLA circuit ends between 2020 and 2024. The
evidence also indicates that additional LL-only providers have successfully entered the
market and gained customers.®?” Additionally, some LL only providers submitted evidence
to us indicating that they expect their sales volumes will increase over the review period.**
Further, some LL-only providers (ITS and VodafoneThree) provided network expansion
plans.®?

5.192 We recognise that the exact competitive position of LL-only providers will differ across
providers, depending on factors such as their reputation, footprint or volumes sold.
However, taken together, the evidence indicates that all existing LL-only providers are
generally able to sufficiently overcome the barriers to entry and expansion in the LLA
market such that they can materially and sustainably affect competitive conditions.

5.193 This is because these providers have built and operate a network with the intention to
serve businesses. Therefore, the architecture and capabilities of these networks as well as
the service features offered are specifically designed to meet business demands (which also

current material and sustainable competitors in the LLA market. ITS has offered LLA services since its
incorporation and they continue to focus on business connectivity services (albeit by also offering business
FTTP). KCOM has sufficiently developed the technical and business capabilities required to supply leased lines
and is able to easily supply different leased line bandwidths, as demonstrated by its persistently high share of
leased line circuits provided in the Hull Area. MS3 focused on selling LLA services for ten years since its
incorporation in 2012. It is now also offering WLA services, but estimates that LLA services will continue to
represent a large portion of its overall B2B sales. We also note that [3<]. See: ITS response dated 5 August
2024 to s135 notice dated 8 July 2024, question Al and A2. KCOM response dated 5 August 2024 to s135
notice dated 8 July 2024, question Al. Ofcom. December 2025. Consultation: Promoting competition and
investment in fibre networks: Hull Area Review 2026-31. Page 31. Paragraphs 3.49-3.52. MS3 response dated
21 August 2024 to s135 notice dated 8 July 2024, questions Al and B3.

925 See, for example: [3<] response dated [3<] to s135 notice dated [$<], question [¥<]; [$<] response dated
[3<] to 135 notice dated [3<], question [<]; [3<] response dated [3<] to s135 dated [3<], question [<]; [$<]
response dated [3<] to s135 notice dated [$<], question [3<]; and [$<] response dated [2<] to s135 notice
dated [3<], question [$<].

926 See, for example: [<] response dated [3<] to s135 notice dated [$<], question [$<]; [$<] response dated
[3<] to s135 notice dated [$<], question [3<]; [3<] response dated [3<] to s135 dated [<], question [3<];
[3<] response dated [3<] to s135 notice dated [$<], question [3<]; and [3<] response dated [3<] to s135
notice dated [3<], question [3<].

927 See, for example: ITS response dated 28 January 2026 to our clarificatory question dated 21 January 2026]
concerning the s135 notice dated 23 June 2025], question D1; and Vorboss response dated 5 August 2025 to
s135 notice dated 23 June 2025, question D1.

928 For example, information previously submitted by: [3<] response dated [3<] to s135 notice dated [$<],
question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [$<]; [3<] response dated [$<] to
s135 notice dated [3<], question [3<] and [3<] response dated [3<] to s135 notice dated [2<], question [<].
929 The list of providers who provided network expansion plans is detailed further below.
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5.194

5.195

MSNs
5.196

5.197

5.198

5.199

means scale may be comparatively less important to compete for business customers).
Therefore, we would expect them to be able to compete for business customers (a view
supported by their increased share from 2020 to 2024), both now and over the review
period (including in the absence of regulation).

As such, for the purpose of our geographic market assessment, we consider all existing LL-
only providers to be material and sustainable competitors in the supply of LLA. The LL-only
providers we include are Colt / Lumen, Commsworld, eircom, FibreSpeed, ITS, KCOM, MS3,
National Grid Telecoms, Neos, Verizon, VodafoneThree, Vorboss and Zayo.**? %!

Given the discussion above, we disagree with Vorboss that we have not sufficiently
evidenced our decision to treat LL-only providers as current material and sustainable
competitors.®®*? As detailed below, we also consider factors beyond their status as current
material and sustainable competitors (such as where they have existing build or their
distance from demand sites) to assess the extent to which these providers can affect
competitive conditions and, on this basis, identify geographic markets.

In addition to LL-only providers there are also some MSNs who sell both LLA and WLA
services.

Although they may offer LLA services, we consider that the commercial and operational
positions of these providers are not necessarily the same as those of LL-only providers. This
is because, to date, some MSNs have prioritised building their networks for the purposes of
selling WLA services, and in some cases have built their network primarily to reach
residential premises.*3

This means that, unlike LL-only operators, the extent to which MSNs have, or have the
potential to, sufficiently overcome barriers to entry and expansion in the LLA market in the
review period is likely to be more provider-specific. In particular, we consider this is likely to
depend on how important LLA services are to their business models to facilitate growth of
their LLA business, as well as whether these MSNs have gained, or have specific plans to
gain, the necessary business capabilities, credibility and reputation to attract business
customers.

As such, we have first identified which altnets offer, or plan to offer, leased lines or leased
line equivalent services. For each of these MSNs, we have then conducted an in the round
assessment of the available evidence to inform our view of whether they have sufficiently
overcome barriers to entry and expansion in the LLA market or have the potential to do so

9391t should be noted that we are no longer including euNetworks or EXA Infrastructure. These two providers
were erroneously included in the March 2025 Consultation as they do not provide relevant LLA services, and
do not plan to do so in the future. See: euNetworks response dated 5 August 2024 to s135 notice dated 8 July
2024, question Al; and EXA Infrastructure response dated 5 August 2024 to s135 notice dated 8 July 2024,
question Al.

931 Commsworld is a provider predominantly offering LLA services that we identified in light of Openreach’s
response to the March 2025 Consultation.

932 Vorboss response to TAR26 March 2025 Consultation. Page 7.

933 3<] response dated [¥<] to s135 notice dated [<], question [3<]; [¥<] response dated [3<] to s135 notice
dated [3<], question [<]; [3<] response dated [$<] to s135 notice dated [3<], question [3<]; [3<] response
dated [3<] to s135 notice dated [3<], question [$<]; [2<] response dated [$<] to s135 notice dated [3<],
question [3<]; [3<] response dated [3<] to s135 dated [3<], question [3<]; and [2<] response dated [3<] to
s135 notice dated [3<], question [3<].
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in the review period. We use this assessment to reach a view on which MSNs are or have
the potential to be a material and sustainable competitor in the supply of LLA.

In addition, for completeness, we have also considered evidence on those altnets currently
selling business FTTP to assess the extent to which they might nonetheless have the
potential to enter the LLA market and become material and sustainable competitors over
the review period.

To inform this assessment, we have gathered information to develop an evidence base on
the competitive position of MSNs and altnets in the LLA market. We issued detailed
statutory information requests to 19 MSNs and altnets, including CityFibre, Community
Fibre, Netomnia and Ogi. For example, we requested information on: their historic, current
and forecast volumes of leased lines, leased line equivalent and dark fibre services; their
current and planned network coverage and capabilities; their LLA product offering; and
their business models and network investment plans.

VMO?2 supplies a wide range of leased line products across its large scale network, including
dark fibre as well as very high bandwidth (VHB) and lower bandwidth products.®** Across
the UK (excluding the CLA), it is the largest supplier of LLA (after BT) with [3<] connections
as of March 2025.%°

Overall, this evidence clearly indicates that VMO2 already has the necessary business
capabilities, network architecture, scale and volumes to sufficiently overcome barriers to
entry and expansion in the LLA market. As such, we consider that VMO?2 is a current
material and sustainable competitor in LLA.

As discussed in Section 2 of this volume, VMO2 and nexfibre have entered an agreement
whereby nexfibre will carry out VMO2’s new network build (in areas where VMO2 is not
already present) with VMO?2 operating as a build partner. In areas where nexfibre is - or
plans to be - present, VMO2 will act as wholesale customer of nexfibre (as the anchor
tenant) and use the nexfibre network to provide leased line services.

VMO?2 and nexfibre are separate companies, but due to the arrangement between them we
use the combined VMO?2 and nexfibre data on coverage and active lines for the purpose of
defining geographic markets. Accordingly, when we refer to the presence of VMO2, we
mean VMO?2 on the footprint that includes nexfibre, unless otherwise specified.

In February 2026, the owners of the VMO2 network (Liberty Global and Telefonica), and

InfraVia, agreed to acquire Substantial Group (including the Netomnia network footprint
and retail brands YouFibre and Brsk) through their existing joint venture, nexfibre. As the
deal is not yet complete and subject to regulatory approval, we continue to consider the
Netomnia network footprint as separate from VMO2/nexfibre.?*®

CityFibre

934 YMO2. Dedicated Internet Access | Leased Lines | Virgin Media Business. Accessed 6 March 2026; VMO2.
Dark Fibre | Virgin Media Business. Accessed 6 March 2026.

935 [3<] response dated [¥<] to s135 notice dated [5<], question [3<]. These markets refer to the WFTMR21
geographic markets.

936 YMO2. 18 February 2026. InfraVia, Liberty Global and Telefénica acquire Substantial Group for £2 billion
through their existing joint venture, nexfibre. Accessed 26 February 2026.
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5.207 CityFibre is a wholesale-only network, offering WLA and LLA services.

5.208 Similar to our findings in the WLA market, the evidence relating to CityFibre’s business
model, network architecture, network scale and volumes suggests that, while it has made
progress towards overcoming the barriers to entry and expansion in the LLA market, it is
still in the process of completing network build and gaining market traction. As such, we
consider that CityFibre is a potential material and sustainable competitor in LLA.

5.209 CityFibre’s business model has changed over time. [3<].%*” [$<]. Following a period of
focusing on selling WLA services, in 2025 it re-launched its LLA offering, with its XGS-PON
technology upgrade underpinning its ethernet investment.®* CityFibre submitted that its
transition to providing leased lines using its XGS-PON based network architecture will

enable it to provide leased lines at a lower cost and with a quicker installation time.**°

5.210 As well as CityFibre’s network being technically capable of provisioning LLA services, the
evidence suggests it has an existing degree of expertise and credibility in the business
market. This is demonstrated by its agreements for the provision of mobile backhaul®*° and
the LLA volumes it has been able to sell so far. In particular, CityFibre’s LLA customer
volumes have increased materially over the 2021-26 review period (and by [3<]
connections over the past year).®** As of June 2025, CityFibre’s leased line business
accounts for nearly [3<] connections (excluding the CLA).%*

5.211 Looking forward, CityFibre’s business plans indicate that it is aiming to strengthen its
position in the LLA market,®* and increase its sales across the 2026-31 review period.***
Specifically, CityFibre expects both leased lines volumes and absolute revenues from leased
lines to increase by 2031.°%

5.212 However, CityFibre is still in the process of completing its network expansion,®*® with a
network that covers around 4.7m premises as of the end of 2025.°“’As discussed above,
network scale is important, and this is particularly the case for MSNs. Indeed, CityFibre
considers that the largest barrier to competing in the LLA market is being able to cover

37 13<] response dated [$<] to s135 notice dated [<], question [<].

938 CityFibre Infrastructure Holdings Limited response dated 28 July 2025 to s135 notice dated 23 June 2025,
page 1. CityFibre Infrastructure Holdings Limited response dated 28 July 2025 to s135 notice dated 23 June
2025, question B2.

939 CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, question 1.f.

940 CityFibre Infrastructure Holdings Limited response dated 20 August 2024 to s135 notice dated 8 July 2024,
question B5.

941 CityFibre Infrastructure Holdings Limited response dated 28 July 2025 to s135 notice dated 23 June 2025,
question D1.

942 CityFibre Infrastructure Holdings Limited response dated 28 July 2025 to s135 notice dated 23 June 2025,
question D1.

943 See, for example: CityFibre. CityFibre triples business ethernet availability for its... | CityFibre. Accessed 5
February 2026.

944 CityFibre Infrastructure Holdings Limited response dated 8 November 2024 to s135 notice dated 24 October
2024, question Al.b.

945 CityFibre business plans forecast [3<]. CityFibre Infrastructure Holdings Limited response dated 8
November 2024 to s135 notice dated 24 October 2024, question Al.b.

946 Cityfibre. CityFibre agrees £2.3bn in new financing round, in major... | CityFibre . Accessed 18 February
2026. [3<] response dated [3<] to s135 notice dated [$<], question [3<].

97 We note that CityFibre distinguish between 4.7m premises passed by its network, and 4.5m premises that
are ‘ready for service.” CityFibre. 22 January 2026. CityFibre delivers record performance in 2025.
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more footprint. More specifically, CityFibre considers that a significant sub-set of business
customers may want multi-site contracts, and it is not always able to meet these customers’
requirements in full with its current footprint.®*® In addition — following a period where it
was focusing on selling WLA services — it has only recently relaunched its LLA offering. As
such, unlike VMO?2, there is some uncertainty about the competitive constraint it can exert
across its network and how this will evolve over the review period, particularly in the
absence of LLA regulation.

5.213 Taken together we consider the evidence indicates that CityFibre is still developing as a
MSN, and so it should be regarded as having the potential to become a material and
sustainable competitor in the LLA market in this review period.

5.214 For these reasons we therefore disagree with Openreach that, due to its recent increased
focus on LLA, CityFibre should be considered a current material and sustainable
competitor.9*

5.215 We also disagree with Openreach that CityFibre should be considered a current material
and sustainable competitor due to CityFibre’s widely expected role as a major
consolidator.*® Whilst we recognise that CityFibre could play an important role in the
consolidation process, it remains the case, as discussed above, that it is still developing its
position in the market. In fact, one of the ways that CityFibre plans to expand its network is
via acquisitions of other alternative networks.?>! Therefore, consolidation may be a way for
CityFibre to strengthen its position in the market, rather than an indication that it is already
a current material and sustainable competitor.

WightFibre

5.216 Despite its comparatively smaller scale, we also consider that Wightfibre has the potential
to become a material and sustainable competitor due to its LLA focus as well as its technical
and business capabilities.

5.217 In particular, in line with the responses to the March 2025 Consultation submitted by INCA
and Wightfibre, the evidence indicates that:**

a) WightFibre operates a fully Point-to-Point Ethernet network and is able to offer
business-grade SLAs such as high availability, 24/7 monitoring and fast repair times to
all their business customers; >3

b) As of September 2025, WightFibre was provisioning this product to around [3<]
customers and expected to materially increase [3<] its sales by 2031;°* and

948 [3<] response dated [¥<] to s135 notice dated [3<].

949 Openreach response to TAR26 November 2025 Consultation. Pages 13 and 16. Paragraphs 13-16 and 25.
90 Openreach response to TAR26 November 2025 Consultation. Page 13. Paragraph 14.

91 See, for example: CityFibre. CityFibre agrees £2.3bn in new financing round, in major... | CityFibre .
Accessed 9 March 2026. [3<] response dated [3<] to s135 notice dated [3<], question [3<].

92 WightFibre response to TAR26 March 2025 Consultation. Page 6. Paragraph 18. INCA response to TAR26
November 2025 Consultation. Paragraph 21.

953 WightFibre response to TAR26 March 2025 Consultation. Page 6. Paragraphs 12-15. [3<] response dated
[3<] to s135 notice dated [3<], Section [3<]. [<] response dated [3<] to the s135 notice dated [3<].

954 13<]. [3<] response dated [3<] to s135 notice dated [$<], Question [3<].
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¢) Unlike many MSNs who focus their rollout on residential premises and for whom
business customer demand has not impacted their build plans, WightFibre treat
residential and commercial premises the same in planning and funding. %> 9°

5.218 Similar to CityFibre, this evidence suggests that, while WightFibre is still in the process of
gaining traction in the LLA market, it has the potential to sufficiently overcome barriers to
entry and expansion and should therefore be regarded as a potential material and
sustainable competitor.

Other providers

5.219 In addition to CityFibre and WightFibre, there are other MSNs who have started to offer
leased lines in addition to their WLA business, as well as other altnets who do not offer
leased lines but offer business FTTP and would be technically able to provide leased line
equivalent services. We examine these providers in turn in the following paragraphs.

Other MSNs

5.220 The current and forward-looking evidence we have gathered on other MSNs suggests that
these providers are unlikely to sufficiently overcome barriers to entry and expansion to
exert a material and sustainable constraint in the LLA market in this review period. *’ There
are a variety of reasons for this, which vary between MSNs:

a) Netomnia told us that its dominant priority (historical and current) is the pace of
deployment to residential addresses.’*® However, as Openreach pointed out, Netomnia
has recently launched a wholesale platform.®>® We understand from Netomnia that in
practice, the launch of this platform means that its business wholesale services are now
formally available.®® Nonetheless, it will still take considerable time and investment for
Netomnia to gain traction in the LLA market. In this context, we note that Netomnia is
currently selling limited volumes of LLA services [$<].°°* Therefore based on the
evidence available, we do not think it is sufficiently clear that Netomnia has already
sufficiently overcome the barriers to competing in the LLA market, or that this has the
potential to occur over the course of the review period.?®?

95 See, for example: [3<] response dated [3<] to s135 notice dated [$<], question [¥<]; [$<] response dated
[3<] to s135 notice dated [3<], question [3<]; [2<] response dated [3<] to s135 notice dated [3<], question
[3<]; [3<] response dated [$<] to s135 notice dated [3<], question [3<]; [3<] response dated [3<] to s135
notice dated [3<], question [$<]; [2<] response dated [$<] to s135 dated [3<], question [<]; and [3<]
response dated [3<] to s135 notice dated [$<], question [<].

956 [3<] response dated [¥<] to s135 notice dated [$<], Question [¥<].

97 We note that Openreach and ITS variously stated that Community Fibre, Netomnia and Ogi should be
regarded as relevant competitors in the LLA market. ITS response to TAR26 November 2025 Consultation.
Paragraph 12. Openreach response to TAR26 November 2025 Consultation. Page 15. Paragraph 25. Openreach
response to TAR26 March 2025 Consultation. Document 2. Pages 58-59. Paragraphs 172-176.

958 Netomnia Limited response dated 16 September 2025 to s135 notice dated 28 July 2025, question E5.

959 Openreach response to TAR26 November 2025 Consultation. Page 15. Paragraph 25.

%0 Netomnia Limited response dated 16 September 2025 to s135 notice dated 28 July 2025, question E5.
Netomnia response dated 28 October 2025 to our clarificatory question dated 15 October 2025 concerning the
s135 notice dated 28 July 2025, question E5. Netomnia response dated 29 October 2025 to our clarificatory
guestion dated 15 October 2025 concerning the s135 notice dated 28 July 2025, question E5.

%1 Netomnia Limited response dated 16 September 2025 to s135 notice dated 28 July 2025, question D1.
Netomnia Limited response dated 16 September 2025 to s135 notice dated 28 July 2025, question E5.
Netomnia Limited response dated 24 October 2025 to our clarificatory question dated 15 October 2025
concerning the s135 notice dated 28 July 2025.

92 As explained above, we continue to consider the Netomnia network footprint as separate from
VMO2/nexfibre.
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b) Community Fibre’s network footprint was built primarily based on residential service
demand.’®® While Community Fibre is selling to businesses as well as residential
customers, our assessment is that its business services are not in the LLA product
market as its services are contended.®®* In addition, [$<].°% In line with this, we note
that Community Fibre’s business plan forecasts that in 2031 residential broadband
services will remain the main revenue driver of their business case, with [3<] of revenue
forecast to come from residential services and [5<] from commercial B2B customers.®®
Therefore we consider that Community Fibre is unlikely to have the potential to
sufficiently overcome barriers to entry and expansion in LLA over the review period.

c) Ogi submitted that it plans to focus on B2B over the next four years.”®” However, Ogi
has only sold limited volumes of LLA services so far [3<].%%® Given Ogi’s limited volumes
of leased line and leased line equivalent services sold so far [<], it is not sufficiently
clear that it has sufficiently overcome the barriers to competing in the LLA market, or
that this has the potential to occur over the course of the review period.

5.221 The evidence we have gathered from other MSNs we engaged with that provide LLA
services indicates that the ability to serve LLA has not influenced their network build.’®® The
evidence also indicates that their current volumes are low [5<].°7° Given the lack of
historical evidence and the lack of forward-looking evidence indicating a focus on providing
LLA services in this review period, we consider that these providers are also unlikely to have
the potential to sufficiently overcome barriers to entry and expansion over the review
period.

Other altnets

5.222 In addition to these providers, there are a number of altnets who currently only sell WLA
services. We understand, as indicated by VMO2, Community Fibre and INCA, that some of
these altnets may yet choose to enter the LLA market.”’* However, our evidence suggests
that they are unlikely to have the potential to become material and sustainable competitors
in this review period:

a) First, as noted by INCA, for many of those altnets not already providing leased lines, an
expansion into the LLA market may not be a priority until after they have become more
established competitors in WLA.?’? This may take some time.

93 Community Fibre response dated 8 September 2025 to s135 notice dated 28 July 2025, question E3.

9% Community Fibre. How to choose a business broadband provider. Accessed 17 February 2026. [3<]
response dated [3<] to s135 notice dated [3<], question [<].

95 [3<] response dated [$<] to s135 notice dated [<], question [$<].

96 Community Fibre response dated 8 September 2025 to s135 notice dated 28 July 2025, question E5.

%7 Ogi response to TAR26 March 2025 Consultation. Leased Line Access. Page 5.

98 Ogi response dated 29 September 2025 to s135 notice dated 28 July 2025, question D1. We note that [3<].
See: [¥<] response dated [2<] to our clarificatory question dated [3<] concerning the s135 notice dated [3<];
and [3<] response dated [<] to s135 notice dated [$<] concerning the s135 notice dated [3<].

99 [3<] response dated [¥<] to s135 notice dated [5<], question [3<]; [¥<] response dated [3<] to s135 notice
dated [3<], question [3<]; [2<] response dated [3<] to s135 notice dated [3<], question [$<]; and [3<]
response dated [3<] to s135 notice dated [3<], question [$<].

970 13<]. [3<] response dated [3<] to s135 notice dated [$<], question [<]; [¥<] response dated [3<] to 5135
notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [2<]; and [3<]
response dated [3<] to s135 notice dated [$<], question [<].

971 Virgin Media 02 response to TAR26 March 2025 Consultation. Page 30. Paragraph 108. Community Fibre
response to TAR26 November 2025 Consultation. Page 2. INCA response to TAR26 March 2025 Consultation.
Page 69. Paragraphs 269-270. INCA response to TAR26 November 2025 Consultation. Page 6. Paragraph 21.
972 INCA response to TAR26 March 2025 Consultation. Page 69. Paragraph 269.
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b) Secondly, the evidence we have gathered on altnets who have not yet entered the LLA
market does not indicate that they plan to provide LLA services, or that LLA services are
important to their business case.®”?

c) Thirdly, our evidence on barriers to entry and expansion suggests that once a decision is
made to enter the market there are still significant barriers to overcome before an
altnet can exert a material and sustainable constraint, further calling into question a
potential impact from altnet entry on competitive conditions in this review period.

5.223 Therefore, we consider that these providers are also unlikely to have the potential to
sufficiently overcome barriers to entry and expansion over the review period.

Conclusion on other providers

5.224 In light of the above discussion, we consider that other altnets or MSNs (beyond CityFibre,
VMO?2 and WightFibre) are unlikely to have the potential to become material and
sustainable competitors in this review period.

5.225 In reaching this view, we have considered the likelihood of changes to competitive
conditions over this review period, taking into account available evidence and exercising
our regulatory judgment. As well as evidence on current volumes, we have considered
evidence on business plans and, where available, projections of future volumes and
revenues in providing LLA services. Therefore, we disagree with Openreach’s submission
that we have not been sufficiently forward-looking in our assessment of whether other
altnets are likely to have the potential to be material and sustainable competitors.®’*

5.226  We recognise the important contribution these providers have been making to full-fibre
deployment across the UK, and we do not rule out the possibility that some may enter or
expand in the LLA market in the future. However, as set out above, the aim of our market
definition is to assess how competitive conditions are likely to evolve over the review
period, based on the evidence currently available to us.

Assessing impact of consolidation on LLA competitive conditions

5.227 Market definition requires us to capture not only the existing competitive conditions, but
also the expected or foreseeable developments that may affect competition over the 2026-
31 review period.

5.228 Given this, while we agree with Gigaclear, Openreach and VMO2 that some form of altnet
consolidation is likely to occur in the foreseeable future, we consider that what matters for
the purpose of defining geographic markets is whether it is sufficiently foreseeable that
consolidation which is likely to affect competitive conditions in the LLA market will occur
over the review period.”

5.229 Therefore, in the following paragraphs we first discuss in what circumstances we consider
consolidation is likely to impact LLA competitive conditions. We then set out why, in line
with the preliminary position set out in the November 2025 Further Consultation, we think

973 See, for example: [3<] response dated [3<] to s135 notice dated [$<], question [¥<]; [$<] response dated
[3<] to s135 notice dated [3<], question [3<]; and [3<] response dated [3<] to s135 notice dated [3<],
question [3<].

974 Openreach response to TAR26 March 2025 Consultation. Document 1. Pages 29-30. Paragraph 82.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 7-8.

975 Gigaclear response to TAR26 November 2025 Consultation. Page 1. Openreach response to TAR26 March
2025 Consultation. Document 2. Page 57. Paragraph 170. Virgin Media O2 response to TAR26 November 2025
Consultation. Page 11.
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these circumstances are not sufficiently foreseeable for us to take them into account in our
LLA geographic market definition.

Impact of consolidation on LLA competitive conditions

5.230 As discussed above, we consider some form of altnet consolidation is likely to occur over
the review period. However, based on our assessment of the evidence, we believe that only
a subset of the possible mergers and acquisitions that could occur between altnets would
be likely to affect competitive conditions in the LLA market over the review period.

5.231 In particular, we consider that not all consolidation between altnets would result in a
provider that would exert, or have the potential to exert, a material and sustainable
constraint, and therefore to affect competitive conditions, in the LLA market over the
review period. Rather, in line with responses from Gigaclear, [3<] and VMO2, we believe
this would depend on the identity of the acquirer.’®

5.232 If one of the current or potential material and sustainable competitors in the LLA market
were to acquire another network, the resulting entity would likely have the ability or the
potential to exert a material and sustainable constraint across the footprint of the acquired
network. This is because, once integrated, the acquirer would likely be able to leverage
their business capabilities and reputation to offer LLA services and exert a similar level of
constraint over the acquired footprint. On this basis, we disagree with some TechUK
members and VodafoneThree who submitted that FTTP consolidation does not impact the
leased lines market.?”’

5.233  Alternatively, if consolidation occurs between altnets that are neither current nor potential
material and sustainable competitors in the LLA market, it is not sufficiently clear that the
resulting entity would be likely to have the ability or the potential to exert a material and
sustainable constraint over the 2026-31 review period.

5.234  We recognise that such consolidation would create a fibre network with greater scale than
either of the merging parties alone and, in most cases, the technical capability to offer
leased lines or LL-equivalent services across its footprint.*’®

5.235 However, the merged entity would need to decide to enter or expand in the LLA market,
which is uncertain. Further, as set out above, beyond the high costs of building a scale
network there are additional barriers to entry and expansion that affect suppliers’ ability to
gain customers in the LLA markets. These include the importance of a track record of
service, reliability and the ability to provide continuity of service through low repair times
and continuous support, which is costly. High switching costs and typically long contract
lengths also mean that existing suppliers are likely to have a competitive advantage.®”®

976

Gigaclear response to TAR26 November 2025 Consultation. Page 2. [3<] confidential response to TAR26
November 2025 Consultation. [3<]. Virgin Media 02 response to TAR26 November 2025 Consultation. Page 4.
Paragraph 9.

977 TechUK response to TAR26 November 2025 Consultation. Page 2. VodafoneThree response to TAR26
November 2025 Consultation. Page 5. Paragraphs 16-21.

978 As such, we agree with some TechUK members, INCA and VMO?2 that the additional scale through
consolidation may in some cases accelerate the ability of a network to compete in the LLA market (either on
their own or by making them a more attractive target for further consolidation). See: TechUK response to
TAR26 November 2025 Consultation. Page 2. INCA response to TAR26 November 2025 Consultation. Page 7.
Paragraph 27. Virgin Media O2 response to TAR26 November 2025 Consultation. Page 6. Paragraph 12.
9%Regarding switching costs, unlike in the WLA market there is no market-wide upgrade to a new technology
in the LLA market which could create a particular opportunity for competing networks to win existing LLA
business.
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Given this, we would expect it to take considerable time and investment to gain sufficient
traction to sufficiently overcome these barriers to entry and expansion.

5.236 Therefore, we consider that where the altnets involved are neither current nor potential
material and sustainable competitors, the (i) additional scale gained through consolidation
and the (ii) potential technical capability to offer LLA services alone are not sufficient to
demonstrate that the consolidated network would exert, or have the potential to exert, a
material and sustainable constraint over the 2026-31 review period.

5.237  On this basis, we disagree with Openreach that the identity of the merging parties is
irrelevant when assessing the likely impact of consolidation on LLA competitive
conditions.”®°

Reflecting the impact of consolidation in LLA market analysis

5.238 As explained above, we consider that most altnets are neither current nor potential
material and sustainable competitors in the LLA market for the 2026-31 review period.
Given this, out of all the possible altnet mergers and acquisitions that could occur, we
consider that only a subset — those involving at least one current or potential material and
sustainable competitor in the LLA market — could affect competitive conditions in LLA. Such
transactions would create an entity which could (where there is limited network overlap
pre-consolidation) have the ability or the potential to exert a material and sustainable
constraint across a larger part of the LLA market in the 2026-31 review period.!

5.239 In practice this means that — out of all potential mergers and acquisitions (M&A)
transactions — only those involving CityFibre, VMO2 or WightFibre would likely create an
entity which would have the ability or the potential to exert a material and sustainable
constraint in the LLA market in the 2026-31 review period.%? 983

5.240 The evidence available to us suggests that the timing and form of consolidation is
uncertain.®®* In particular, while it is possible that CityFibre and/or VMO2 will consolidate
with some altnets in the foreseeable future, there is uncertainty around the timing of this

980 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 170-171. Openreach

response to TAR26 November 2025 Consultation. Page 17. Paragraph 30.

%1 We note that the actual impact of any particular consolidation event on competitive conditions will depend
on the specific details, including the market position and geographic location of the relevant parties.

92 We note that ITS submitted that Community Fibre and Netomnia should be treated as potential material
and sustainable competitors, and therefore that any consolidation driven by these operators (or other large to
mid-sized altnets) with another altnet could also create entities that are material and sustainable competitors.
As set out above, our assessment is that these providers are unlikely to have the potential to become material
and sustainable competitors in the LLA market in this review period. As such, as explained in this section, we
disagree that consolidation driven by them would create an entity with the ability or the potential to become a
material and sustainable competitor in the review period. See: ITS response to TAR26 November 2025
Consultation. Pages 3-4. Paragraph 12.

983 YMO2 submitted that consolidation may occur between LL-only operators and altnets that are currently not
material players in the LLA market. See: Virgin Media O2 response to TAR26 November 2025 Consultation.
Page 5. Paragraph 12. However, we think that this is unlikely to change our reasoning. We note that [3<]. See,
for example: [3<] response dated [3<] to s135 notice dated [2<], question [<]; [3<] response dated [3<] to
s135 notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<]
response dated [3<] to s135 notice dated [$<], question [<].

94 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 4.75. [3<] response dated [$<] to s135 notice dated [3<],
question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response dated [<] to
s135 notice dated [3<], question [3<]; and [3<] response dated [3<] to s135 notice dated [<], question [3<].
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(including completion and implementation of any transaction) and the identity of the
target(s).”®*

We therefore consider that the impact of potential consolidation on LLA competitive
conditions over the course of the review period is not sufficiently foreseeable, and as such
we consider it is not appropriate for us to take it into account in our LLA geographic market
definition. %%

We disagree with CityFibre, Openreach and VMO?2 that we have set the bar too high in
evaluating what is a foreseeable development.®®” We have considered the potential for a
change in LLA competitive conditions to materialise during the review period as a result of
consolidation. In doing so, we have exercised our regulatory judgment, taking into account
indications from available evidence. Given the uncertainty around timing and form of
consolidation (including the identity of the parties), we have reached the view that the
potential impact on competitive conditions is not sufficiently foreseeable to be able to
reflect in our geographic market definition.%®®

Finally, we disagree with CityFibre and VMO2 that our assessment of the uncertainty around
consolidation is inconsistent across the LLA and WLA market.®® This is because, as set out in
the WLA section, in contrast to the LLA market, in the WLA market the potential impact of
most of the possible M&A transactions is less sensitive to the identity of the merging parties.
This is because we consider a much wider range of operators have the potential to be
material and sustainable competitors in the WLA market compared to those in the LLA

985 We note that in February 2026 the owners of the VMO2 network (Liberty Global and Telefonica) and
Infravia agreed to acquire Substantial Group (including the Netomnia network footprint and retail brands
YouFibre and Brsk) through their existing joint venture, nexfibre. However, the implementation and timing of
this acquisition remain uncertain as the deal is not yet complete and it is subject to regulatory approval. As
such, we continue to consider that — for the reasons discussed above — Netomnia is not, and is unlikely to have
the potential to become, a material and sustainable LLA competitor and we continue to treat Netomnia
network footprint as separate from VMO2/nexfibre. In any event, our analysis suggests that the inclusion of
Netomnia as part of the VMO2 and nexfibre footprint would not materially change the LLA geographic
boundaries. This is because Netomnia’s footprint largely overlaps with VMO2’s footprint, which we already
account for when defining the boundaries of LLA geographic markets. See: ISPReview. Netomnia Agree UK
Broadband Merger Deal with Owners of Virgin Media O2 UPDATE2 - ISPreview UK. Accessed 27 February 2026.

986 We note that INCA and ITS said our proposed approach could materially devalue the attractiveness of
altnets as target for consolidation and therefore undermine the consolidation process. This is not a relevant
consideration for the purpose of defining geographic markets. INCA response to TAR26 November 2025
Consultation. Page 8. Paragraph 30. ITS response to TAR26 November 2025 Consultation. Page 4. Paragraph

15.

987 CityFibre response to TAR26 November 2025 Consultation. Pages 2-3. Openreach response to TAR26
November 2025 Consultation. Page 17. Paragraphs 30-32. Paragraphs 1.5-1.10. Virgin Media O2 response to
TAR26 November 2025 Consultation. Page 5. Paragraph 11.

988 |n practice, most altnets are largely overlapped by VMO2'’s network. Since we use VMO2’s current and
planned build to draw the HNR and Area 2 boundaries, only a small proportion of an altnet’s footprint would
fall in Area 3. Therefore, M&A transactions involving CityFibre, VMO2, or WightFibre would be unlikely to
materially change our geographic boundaries. For example, if CityFibre were to acquire an altnet who is not a
current or potential LLA material and sustainable competitor, a large part of the footprint of the acquired
altnet would likely already fall in Area 2. As such, the additional footprint would be unlikely to materially
increase the size of LLA Area 2. Moreover, since we are not using CityFibre footprint to draw the boundaries of
the HNR area an acquisition by CityFibre would not change the boundaries of the HNR Area. As such, updating
them post-statement, as suggested by Gigaclear, would be disproportionate. See: Gigaclear response to TAR26
November 2025 Consultation. Page 2.

989

CityFibre response to TAR26 November 2025 Consultation. Paragraphs 1.5-1.6. Virgin Media O2 response to

TAR26 November 2025 Consultation. Page 14. Paragraph 14.
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market. This means most potential transactions would likely result in a merged entity that
would have the ability or the potential to exert a material and sustainable constraint in WLA,
and therefore affect competitive conditions in the WLA market.

Therefore, while form and timing of consolidation is similarly uncertain across the WLA and
LLA markets, the likely impact on competitive conditions is different. Specifically, unlike in
WLA, in the LLA market, the way in which consolidation might affect competition over the
course of the review period is not sufficiently foreseeable and so we consider it is not
appropriate for us to reflect it in our market analysis.

Conclusions on material and sustainable competitors

5.245

5.246

5.247

5.248

5.249

5.250

In summary, we consider that due to their business specialisation and their ability to win
leased lines customers, all LL-only providers listed above are current material and
sustainable competitors in the supply of LLA.

In addition to LL-only providers, we also consider that due to its mature position in the LLA
market and significant volumes sold so far, VMO?2 is a current material and sustainable
competitor.

Therefore, the current material and sustainable competitors that we have identified are Colt
/ Lumen, Commsworld, eircom, FibreSpeed, ITS, KCOM, MS3, National Grid Telecoms, Neos,
Verizon, VMO2, VodafoneThree, Vorboss and Zayo.

In addition, we consider that CityFibre and WightFibre are likely to have the potential to be a
material and sustainable competitor.

As discussed above, we understand that some altnets may yet choose to enter the market,
however it is unlikely that there is potential for this to affect competitive conditions in this
review period.

Based on this evidence, we also consider that current and expected competitive conditions
of the WLA and LLA markets are unlikely to converge in this review period. Specifically:

a) While we understand that from a technological perspective WLA networks can
potentially be used to provide LLA, it has not been the case that all WLA entrants offer
LLA. In fact, the vast majority of WLA entrants do not yet offer LLA services. The
business plans available to us from some of these providers do not indicate that they
have specific plans to enter the LLA market.*°

b) From the evidence that we have seen, many FTTP networks have not been built
specifically with LLA demand in mind, which further illustrates that competing in LLA
has not been a focus for these networks and may make it more challenging for them to
do so over this review period (e.g. if their existing networks are less close to LLA
demand sites).!

¢) We do not agree with Openreach that we should include all FTTP network build in our
LLA geographic market definition, regardless of the identity of the company controlling

990 For example: [¥<] response dated [3<] to s135 notice dated [$<], question [$<]; [¥<] response dated [5<]
to s135 notice dated [3<], question [3<]; and [3<] response dated [3<] to s135 notice dated [3<], question

[<].

91 See, for example: [¥<] response dated [3<] to s135 notice dated [$<], question [$<]; [$<] response dated
[3<] to s135 notice dated [3<], question [3<]; [3<] response dated [<] to s135 notice dated [$<], question
[3<]; [3<] response dated [$<] to s135 notice dated [3<], question [3<]; [3<] response dated [<] to s135
notice dated [3<], question [3<]; [3<] response dated [2<] to s135 dated [$<], question [3<]; and [<]
response dated [3<] to s135 notice dated [<], question [$<].
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it.%92 This is because, given the above discussion about the costs of entering and
expanding in the LLA market, we think it would take a material amount of time and
investment for an FTTP network to gain LLA market traction and therefore be likely to
have the potential to become a material and sustainable competitor to Openreach
within this review period.

5.251 Finally, while we recognise that some consolidation is likely over the review period, we
consider the potential impact on competitive conditions is not sufficiently foreseeable to be
able to reflect in our geographic market definition for the reasons explained above.

5.252 Stakeholders’ views on whether all full-fibre networks are current or potential material and
sustainable competitors in the LLA market also affected their views on a number of other
issues. We note, for example, that Openreach’s feedback on the appropriateness of our
modelling of the geographic market boundaries rests in large part on a different view on
the convergence in competitive conditions between WLA and LLA markets. Where relevant,
we will refer back to our reasoning as set out here to explain why we have concluded that
there are not the same competitive conditions in LLA and WLA markets.

5.253 In the following paragraphs we explain how we use our findings on who is or has the
potential to be a material and sustainable competitor to group together areas with
sufficiently similar competitive conditions.

Defining geographic markets for LLA
5.254 To identify LLA geographic markets:

a) First, we identify candidate geographic areas with sufficiently similar competitive
conditions. As part of this identification of candidate geographic areas we look at the
number of competitors, their competitive position, the certainty of their presence and
the distance of their network from demand sites.

b) Secondly, we assess whether competitive conditions within each of these candidate
geographic areas are sufficiently homogeneous to form distinct geographic markets, or
whether differences exist that lead us to identify additional separate markets. This step
of the analysis is also informed by and draws on our analysis of network reach. Our
analysis of network reach is described separately below.

Identifying geographic areas with similar competitive conditions

5.255 Competitive conditions in LLA are affected by a number of underlying factors:

a) The number of current or potential material and sustainable competitors present:**

other things being equal, competition will be stronger where there are more providers
who have — or have the potential to — overcome the barriers to entry and expansion in
LLA and are able to compete for customers.

b) Current versus potential material and sustainable competitors: as discussed above, we
consider that current material and sustainable competitors have already sufficiently
overcome barriers to entry and expansion in the LLA market. Potential material and
sustainable competitors have the potential to sufficiently overcome these barriers over
the review period, but there is some uncertainty on whether and when this will happen.

92 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 57-58. Pages 57-58.

Paragraphs 167-171. Openreach response to TAR26 March 2025 Consultation. Document 2. Page 49.
Paragraph 134.

993 As detailed below we determine presence based on the number of demand sites that are within a certain
‘buffer distance’ of competing networks in a postcode sector.
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As such, other things being equal, the competitive constraint exerted by potential
material and sustainable competitors is likely to be more uncertain.

c) Existing versus planned build: competitive conditions are likely to be less certain where
competitors have planned — rather than existing — build. This reflects the uncertainty of
prospective build plans, and the fact that it would take time to complete build.

d) Distance from demand sites: as detailed below, we consider that competitive conditions
are likely to vary depending on the distance of providers from demand sites. In
particular, the evidence suggests that LLA providers can serve a meaningful share of
customers located up to 100m from their networks, but the likelihood of winning
customers is significantly stronger for customers that are within 50m and weaker
beyond 100m.**

We believe it is appropriate to identify initial candidate geographic markets by reference to
the above factors.

As a starting point, we consider we should carve out areas with no existing or planned
presence from any of the current or potential material and sustainable competitors within a
reasonable distance of demand sites. In these areas competition is likely to be currently
limited and there is unlikely to be potential for material and sustainable competition to
emerge over the review period.

The rest of the UK will comprise areas where there is existing or planned presence of at
least one current or potential material and sustainable competitor within a reasonable
distance of demand sites. We recognise that there are a range of competitive conditions
within this area, including cases where multiple current material and sustainable
competitors are present. Therefore, we consider it would be appropriate to further carve
out candidate areas where competition is likely to be sufficiently well-established (i.e.,
stronger and more certain) to differentiate them from other areas.

In practice, we think a reasonable starting hypothesis to identify the latter category of areas
would be to capture the set of postcode sectors where there are at least two current
material and sustainable competitors with existing presence closer to the demand sites.?*
We believe that the higher number of competitors who have sufficiently overcome barriers
to entry and expansion, combined with the certainty of their presence and the short
distance from the demand sites means that, in these areas, competition is likely to be
sufficiently well-established to differentiate them from other areas.

Therefore, in light of the above, we have identified the following candidate areas:

a) HNR Area: those postcode sectors where there are at least two current material and
sustainable competitors with existing presence. In practice, this includes postcode
sectors where at least two LL-only providers, or VMO2 and at least one LL-only provider,
are currently present. We consider that this presence means that competition is likely
to be sufficiently well-established to differentiate these postcode sectors from other
areas.

b) LLA Area 2: those non-HNR postcode sectors where there is, or there is the potential
for, material and sustainable competition. In practice, this is made up of non-HNR

9% As detailed below, we use a 50m buffer distance to proxy network presence when determining the
boundaries of the HNR area. This compares to a buffer distance of 100m to proxy network presence when
determining the boundaries of between LLA Areas 2 and 3.

9% The HNR Area market in 2021 was also defined by reference to the presence of two or more rival networks
to BT in the provision of leased lines.
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postcode sectors where there is existing or planned presence of at least one current or
potential material and sustainable competitor.

c) LLA Area 3: those postcode sectors where there is not, and there is unlikely to be
potential for, material and sustainable competition to emerge over the review period.
In practice, this includes postcode sectors where none of the LL-only providers, VMO?2,
CityFibre or WightFibre are or plan to be present.

5.261 Inthe paragraphs that follow, we set out additional detail on our reasons for identifying
these candidate areas. We also assess whether competitive conditions in each of these
areas are sufficiently homogeneous to form distinct geographic markets, or whether
differences exist that justify defining additional separate markets.

5.262 Overall, we conclude that competitive conditions are sufficiently homogeneous within the
candidate areas we have identified above (and appreciably different from each other) such
that each one forms a distinct LLA geographic market.

Assessing homogeneity of competitive conditions within each candidate geographic market

5.263 To facilitate our assessment of competitive conditions within and between each candidate
geographic market, Table 5.3 below provides key metrics for all of these areas.

5.264  As outlined above, some of the criteria we use to determine presence of networks differ
between HNR Area and Area 2 / Area 3. In particular, as further discussed below, we use
more stringent criteria to determine network presence in HNR as we aim to capture a
stronger and more certain level of competition.

5.265 As further detailed in the following paragraphs, the differences in the underlying criteria
should be taken into account when comparing metrics across HNR and other areas.

Table 5.3: Presence of competing networks in HNR Area, Area 2 and Area 3

Buffer distance 100m
Material and sustainable competitors Current Current and potential
Build type Existing Existing and planned

Average number of material and
sustainable competitors within the 2.88 1.85 0.42
relevant buffer distance

N=0 or more 100.0% 100.0% 100.0%
N=1 or more 95.7% 91.6% 29.5%
Proportion of demand sites
with N competitors
P N=2 or more 82.0% 54.3% 8.6%
(cumulative)

N=3 or more 53.6% 23.9% 2.6%
N=4 or more 31.5% 9.6% 1.0%
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N=5 or more 16.2% 3.7% 0.4%

Source: Ofcom analysis of provider data.

Notes: As outlined above and further explained below, for the purpose of defining the boundaries of the HNR
area we only use i) current material and sustainable competitors, ii) existing build, and iii) a 50m buffer
distance. To define the boundaries of Area 2 and Area 3 we use i) current and potential material and
sustainable competitors, and ii) both existing and planned build, and iii) a 100m buffer distance.

High Network Reach Area

5.266  As set out above, as a starting point we examine homogeneity of competitive conditions in
postcode sectors where there are at least two current material and sustainable competitors
with existing presence. We refer to these areas collectively as the HNR Area.

5.267 In practice this means we consider the HNR Area to be postcode sectors where at least two
LL-only providers, or VMO2 and at least one LL-only provider, have existing presence. We
consider that, in those areas, competition is likely to be sufficiently well-established to be
appreciably different from other areas. This is for a couple of reasons.

5.268 First, the number of competitors present affects competitive conditions. As such,
competition is likely to be particularly strong, in areas where at least two current material
and sustainable competitors are present. In particular, we note that:

a) Demand sites in the HNR Area have access to an average of 2.88 current material and
sustainable competitors with existing presence. Compared to this, as set out above,
customers in LLA Area 2 and LLA Area 3 have access to fewer competitors (even
including current or potential material and sustainable competitors with existing or
planned presence, the average is 1.85 and 0.42 respectively).

b) The proportion of demand sites with a given number of current (and potential) material
and sustainable competitors is consistently higher in the HNR Area compared to Area 2
and Area 3. For example, 82% of demand sites in the HNR Area have access to at least
two current material and sustainable providers with existing presence. Compared to
this, 54% of Area 2 demand sites and 9% of Area 3 demand sites have access to two or
more current or potential material and sustainable competitors with existing or planned
presence.

5.269 In addition, we note that looking at the number of competitors alone would understate the
degree of competition in the HNR Area and how different this is from other areas. This is
because, as discussed above, there are additional factors — besides the number of
competitors — that render HNR competitive conditions stronger and more certain compared
to other areas. These include:

a) Rivals’ competitive position. As set out above, the candidate HNR Area includes
postcode sectors where there are at least two current material and sustainable
competitors. These competitors have already sufficiently overcome the barriers to entry
and expansion in the LLA market to have a more significant and sustainable impact on
competitive conditions.

b) Certainty of competitors’ presence. Rival networks will have existing (and not planned)
presence in the HNR postcode sectors we have identified. We consider that competition
is likely to be stronger and more certain where providers have existing presence. This
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reflects the uncertainty of prospective build plans, and the fact that it would take time
for this build to occur.

c¢) Competitors’ closeness to demand sites. As detailed below, we require competitors to
be closer to demand sites for the purpose of defining the HNR Area. The evidence
suggests that where competitors are closer to demand sites they are more likely to be
able to win customers. As such, we consider closeness of competitors further
contributes to making competition stronger and more certain in the HNR area.

5.270 This can be illustrated by looking at the presence of competitors on a like for like basis as
shown in Table 5.12 and Table 5.15 of Annex 5. For example, if we assess the number of
current material and sustainable competitors with existing presence within 50m only in
Area 2 and 3 as well (as indicated by the figures in brackets in Table 5.12 and Table 5.15 of
Annex 5), we note that the differences mentioned above would be even more
pronounced.®

5.271 Therefore, we consider that competitive conditions in the HNR Area are appreciably
different from other areas.

5.272  Openreach submitted that the presence of CityFibre creates competitive conditions that are
sufficiently well-established to be considered part of the HNR.%®” We disagree with this. As
explained above, we consider that CityFibre is a potential material and sustainable
competitor. As such, we consider that the presence of CityFibre (or any other potential
material and sustainable competitor) alongside one current material and sustainable
competitor would create competitive conditions that are likely to be appreciably more
limited and less certain than those we find in the candidate HNR Area.

5.273  We also disagree with Openreach’s suggestion that we should use CityFibre’s footprint for
the HNR Area boundary calculation. Openreach considered that it is inconsistent for us not
to include CityFibre’s footprint in the HNR Area boundary calculation, given that both
current and potential competitors are considered as part of the SMP assessment in the HNR
Area.””® We consider that areas with existing presence of at least two current material and
sustainable competitors exhibit sufficiently well-established competitive conditions that we
can distinguish them from other areas. However as part of the SMP assessment, it is
appropriate that we then examine the strength of the competition BT faces in that market
which involves an all-round assessment of the competitive constraints (which includes
CityFibre).>°

5.274 We also disagree with AllPoints Fibre and Vorboss, who suggested that we have taken too
simplistic of an approach in defining the HNR Area in that we only assess whether two

9% For example, customers in LLA Area 2 and LLA Area 3 have access respectively to an average of 1.11 and
0.24 current material and sustainable competitors with existing presence. Similarly, 25% of Area 2 demand
sites and 4% of Area 3 demand sites have access to two or more current material and sustainable competitors
with existing presence.

997 Openreach response to TAR26 November 2025 Consultation. Pages 13-14. Paragraphs 13-17.

998 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 57. Footnote 77.

999 Openreach also submitted that CityFibre’s footprint should be used in the HNR Area boundary calculation
to avoid overly complex outcomes if CityFibre were to acquire another alntet or a LL-only provider.®®® We
consider it would not be appropriate to adjust our assessment of the competitive positioning of a provider to
pre-empt hypothetical future scenarios. Instead, as set out above, we have conducted a more general
assessment of the impact of consolidation on LLA competitive conditions and concluded that this is not
sufficiently foreseeable to be reflected in our market analysis.
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competitors to Openreach are present.°® As explained above, we are not simply looking at
the number of competitors for the purpose of identifying the HNR Area. Instead, we have
considered a number of additional factors relating to the competitive positioning of these
providers, the certainty of their presence and the distance of their networks from demand
sites.

Assessing whether there are any areas within the HNR where competition is appreciably different
such as to constitute a separate geographic market

5.275 We have also looked at additional indicators to assess whether competitive conditions in
the HNR Area are sufficiently homogeneous, or whether differences exist that justify
defining additional separate markets.

5.276 Table 5.4 below provides key metrics on the presence'®! of competing networks in High

Network Reach Area postcode sectors grouped by metropolitan area.

Table 5.4: Presence of competing networks in High Network Reach Area postcode sectors grouped
by metropolitan area

Proportion of demand sites with N competing networks
Average (cumulative)

number of N=0 N=1 N=2 N=3 N=4 N=5
competing

Area or or or or or or
DETTILE more more more more more more
Liverpool 3.06 100% 99% 89% 63% 32% 18%
Manchester 3.48 100% 95% 86% 70% 52% 31%
North London 2.94 100% 97% 84% 50% 32% 18%
Birmingham 3.21 100% 97% 86% 64% 44% 22%
South West London 2.69 100% 95% 81% 51% 26% 11%
North West London 3.1 100% 97% 83% 54% 36% 26%
South East London 3.32 100% 97% 82% 62% 44% 26%
Edinburgh 2.86 100% 94% 84% 53% 34% 15%
Glasgow 3.49 100% 97% 88% 66% 42% 30%
East London 3.25 100% 96% 80% 62% 44% 26%
All other areas 2.63 100% 95% 80% 48% 24% 11%
Total for HNR Area 3.09 100% 96% 82% 54% 31% 16%

Source: Ofcom analysis of provider data.
Note: Table uses current material and sustainable competitors.

1000 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraphs 40-42. Vorboss response
to TAR26 March 2025 Consultation. Pages 7-8.
1001 We detail how we determine presence in the HNR area below.
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5.277

5.278

The above results suggest that there is some variation in the degree of rival infrastructure
present within the HNR Area. We have therefore considered whether there are some parts
of the HNR Area where competitive conditions are appreciably different (in this case,
stronger) such as to constitute a separate geographic market.

In practice, given the HNR Area already captures postcode sectors where competition is
sufficiently well established that we can distinguish them from other areas, we think
competition would need to be effective, including in the absence of regulation, for any
parts of the HNR Area to constitute a separate geographic market.

Approach

5.279

5.280

5.281

To assess whether such a separate geographic market exists, we have firstly singled out
postcode sectors where the average number of rival networks present is materially higher
than in other HNR postcode sectors.

However, having a higher number of networks present than the rest of the HNR Area does
not automatically mean competitive conditions are sufficiently different to identify a
distinct market. We have therefore also considered additional factors to assess whether
competition in these candidate postcode sectors is sufficiently different to the rest of the
HNR Area to constitute a separate geographic market.

In particular, we have also considered the level of demand as measured by the number of
relevant postcode sectors, the total number of new connections over the period 2020-2024
within these postcode sectors, as well as market shares for these new connections. This is
because we consider that a few small clusters of postcode sectors accounting for a limited
number of new connections are unlikely to be sufficient to create competitive conditions
that are appreciably different and distinct from neighbouring areas.

Implementation and findings

5.282

5.283

5.284

As discussed above, in 2021 we identified the CLA as a distinct market from the HNR Area
and found it to be effectively competitive.'? Therefore, to practically implement the above
approach, we have used the average number of rival networks present in the 2021 CLA
market (5.1 networks) as well as BT’s share in the 2021 CLA market (50%-60%) as reference
points to test whether any potential new geographic areas might be considered effectively
competitive.

Our analysis indicates that there are ten postcode sectors where the average number of
competing networks is the same or higher than the average number of competing networks
in the 2021 CLA market (which was 5.1 networks),'°* of which one postcode sector had no
new LLA connections in 2020-2024.

Of the nine postcode sectors with new LLA connections provisioned in 2020-2024, four
postcode sectors are located in various parts of Greater London and between them account
for 555 LLA circuit ends provisioned in 2020-2024 (representing less than 1% of all LLA
circuit ends in the HNR area), two are in Manchester and between them account for 157
LLA circuit ends provisioned in the same period (this represents less than 1% of all LLA

1002 We had also defined the CLA as a distinct market and found it to be effectively competitive in BCMR 2019.
1003 Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms
Market Review 2021-26. Volume 2, Table 7.6.
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5.285

5.286

5.287

circuit ends in the HNR area), two are in Glasgow and between them account for 404 LLA
circuit ends provisioned in the same period (this represents less than 1% of all LLA circuit
ends in the HNR area) and one postcode sector is in Birmingham which accounts for 251 of
the LLA circuit ends provisioned (this represents less than 1% of all LLA circuit ends in the
HNR area).1%

Between 2020 and 2024, BT provisioned 71-80% ([3<]%) of new leased line connections
across the four postcode sectors located in Greater London, 51-60% ([3<]%) across the two
postcode sectors in Manchester, 61-70% ([3<]%) across the two postcode sectors in
Glasgow and 71-80% ([$<]%) for the one postcode sector in Birmingham.

We consider that the small size of these clusters of postcode sectors and the limited level of
connections they account for, suggest that these are unlikely to constitute a separate
geographic market where competitive conditions are appreciably different and distinct
from neighbouring areas.

We also note that in these areas BT’s shares remain high, and — in several cases —
considerably higher than BT's share of connections in the 2021 CLA (i.e. 51%-60%). This
finding further suggests that despite a high number of networks being present, the
competitive conditions are not appreciably different from the rest of the HNR Area.

Conclusions on HNR Area

5.288

5.289

Given the evidence set out above, we consider that — despite some variability in the
average number of networks present — competitive conditions are sufficiently similar across
the entire HNR Area such that this should be regarded as a single geographic market. We
also consider that competitive conditions in the HNR Area are appreciably different from
other areas.

Therefore, we define a single HNR market where — due to existing presence of at least two
current material and sustainable competitors — there is sufficiently well-established
competition in the commercial deployment of competing networks that we can
differentiate this market from other areas. We note that VodafoneThree and Consumer
Scotland agree with our definition of the HNR Area. %%

LLA Area 2 and Area 3

5.290

As set out above, in addition to the HNR we have identified two additional candidate
geographic markets:

a) LLA Area 2: those non-HNR postcode sectors in which there is, or there is the potential
for, material and sustainable competition. In practice, this is made up of non-HNR
postcode sectors where there is existing or planned presence of at least one current or
potential material and sustainable competitor.

b) LLA Area 3: those post code sectors where there is not, and there is unlikely to be
potential for, material and sustainable competition to emerge over the review period. In
practice, this includes postcode sectors where none of the LL-only providers, VMO?2,
CityFibre or WightFibre are or plan to be present.

1004 A [ist of these postcode sectors is provided in Annex 5, Table A5.13.
1005 yodafoneThree response to TAR26 March 2025 Consultation. Page 42. Consumer Scotland response to
TAR26 March 2025 Consultation. Page 6.
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5.291 We assess below whether competitive conditions are sufficiently homogenous within each
of those areas, and appreciably different from the HNR Area and each other, to form
distinct geographic markets.

LLA Area 2

5.292  As discussed above, our second candidate area includes non-HNR postcode sectors where
there is at least one current or potential material and sustainable competitor who has
existing or planned presence. We refer to these areas as LLA Area 2. We consider that
competition is, or has the potential to become, material and sustainable across the whole
area.

5.293 Infact, as shown in Table 5.3, the vast majority of demand site in LLA A2 (over 90%) have
existing or expected access to at least one current or potential material and sustainable
competitor, 190

5.294  We recognise that competitive conditions are not perfectly homogenous across LLA Area 2.
For example, as illustrated in Table 5.3 above, the majority of customers have current or
expected access to two or more current or potential material and sustainable competitors,
and nearly a quarter of customers have current or expected access to three or more current
or potential material and sustainable competitors.

5.295 However, there is some uncertainty about how strongly and where competition will
develop over the review period within candidate Area 2. As explained above, this is due to
the uncertainty of planned build, %’ the competitive positioning of some competitors°%®
well as the longer distance of competitors from demand sites°®,

as

5.296 Overall, we consider competitive conditions to be sufficiently homogenous within candidate
Area 2, in that there is — or there is the potential for — material and sustainable competition
across the area, and we do not think any potential variations in competitive conditions are
clearly identifiable or stable over the review period to justify defining an additional
geographic market.'01°

LLA Area 3

5.297 As discussed above, our third candidate area includes those postcode sectors where there
is unlikely to be potential for material and sustainable competition to emerge over the
review period. We refer to this as LLA Area 3.

1006 \We refer to a customer having ‘expected access’ to a competitor to capture situations where a provider
has planned, rather than existing, build.

1007 As discussed above, build plans are uncertain, and it takes time to complete any build, and so where
presence is based on plans (rather than existing network) the impact on competitive conditions is also
uncertain.

1008 As discussed above, the position of the competing network will also affect any impact on competition. For
example, the impact is likely to be greater where the network present is already a material and sustainable
competitor, and (all else equal) lower where they are a potential material and sustainable competitor
(particularly in the absence of regulation).

1009 A5 discussed above, the evidence suggests that LLA providers can serve a meaningful share of customers
located up to 100m from their networks, but the likelihood of wining customers is significantly stronger for
customers that are within 50m and weaker beyond 100m.

1010 We note Vodafone’s submission that Openreach faces little to no competitive constraint in large parts of
Area 2. However, the level of constraint on BT is not relevant for the purposes of geographic market definition.
VodafoneThree response to TAR26 March 2025 Consultation. Page 7. Paragraph 286.
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5.298

5.299

5.300

5.301

5.302

In practice, LLA Area 3 includes postcode sectors where none of the LL-only providers,
VMO?2, CityFibre or WightFibre are, or plan to be, present.'°** Therefore we consider that
the competitive conditions across LLA Area 3 are sufficiently similar. We expect these to
remain throughout the review period.

We recognise that there is some network in our defined Area 3. This is the result of our
approach to establishing network presence in our modelling which, as we explain below, we
consider to be reasonable and practical for the purposes of identifying geographic areas
with sufficiently homogenous competitive conditions.

Our view remains that any differences in network coverage across Area 3 are not significant
enough to justify defining separate geographic markets. Separating out areas with coverage
from networks that are unlikely to have the potential to become material and sustainable
competitors, or those where coverage does not meet our coverage threshold, would risk
overstating the degree of competitive differentiation.

In line with this, Table 5.3 above shows that the vast majority of customers across LLA Area
3 are not, and are unlikely to become, within reach of a current or potential material and
sustainable competitor.

Therefore, we consider that competitive conditions across candidate LLA Area 3 are
sufficiently similar and appreciably weaker than LLA Area 2 (where competition is or has the
potential to become material and sustainable) and from the HNR Area (where competition
is sufficiently well-established).

We define three geographic markets for LLA

5.303

5.304

5.305

5.306

5.307

5.308

Based on the evidence discussed above, we define three geographic markets: the HNR
Area, LLA Area 2 and LLA Area 3.

We recognise that competitive conditions are not completely homogeneous within each of
the geographic markets. However, there is no requirement for competitive conditions to be
perfectly homogeneous across a geographic market; rather, the requirement is that the
competitive conditions are sufficiently similar.

Given the evidence set out above, we consider that — despite some variability in the
average number of networks present — competitive conditions are sufficiently similar across
the entire HNR Area such that this should be regarded as a single geographic market.
Therefore, we define a single HNR market where — due to existing presence of at least two
current material and sustainable competitors — there is sufficiently well-established
competition in the commercial deployment of competing networks.

LLA Area 2 encompasses a continuum of competitive conditions. However, competitive
conditions are sufficiently similar in that these are all postcode sectors where there is, or
there is likely to be potential for, material and sustainable competition.

LLA Area 3 encompasses postcode sectors where competition is currently limited and there
is unlikely to be potential for material and sustainable competition to emerge over the
review period.

As such we are satisfied that the competitive conditions within each geographic area are
sufficiently similar, and appreciably different between them, such that they represent
separate geographic markets.

1011 We describe further below how we have assessed presence in our modelling.
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The CLA

5.309 We previously found the CLA to be effectively competitive in WFTMR21 and BCMR 2019. A
number of providers suggested we should consider re-regulating this area.''? However, we
note that the evidence provided to support these suggestions was limited and not
necessarily indicative of competition no longer being effective.'** As such, we remain of
the view that it is not appropriate to consider making a market power determination in
relation to the CLA, and it therefore does not form part of this review, 014 1015

Establishing the HNR, LLA Area 2 and LLA Area 3 market boundaries

5.310 In this sub-section, we set out the modelling approach we use to determine the boundaries
of the HNR Area, Area 2 and Area 3 geographic markets that we have identified. Our
modelling approach and the analysis used to determine the buffer distance parameter
value are explained in more detail in Annex 5.

5.311 The NRM determines the number of current (and, where applicable, potential) material and
sustainable competitor networks located within the buffer distance of each demand site in
a postcode sector.

5.312 To do this, we use existing and, where applicable, planned build of these operators.

5.313 We then classify each postcode sector based on whether at least 65% of its demand sites
are located within the buffer distance of zero, one or two or more current (and, where
applicable, potential) material and sustainable competitor networks. In practice, this means
that we allocate postcode sectors to the different LLA geographic markets as follows:

a) HNR area: postcode sectors where at least two LL-only providers, or VMO2 and at least
one LL-only provider, are currently present within a given buffer distance of at least 65%
of demand sites.

b) LLA Area 2: non-HNR postcode sectors where at least one of the LL-only providers,
VMO2, CityFibre or WightFibre are, or plan to be, present within a given buffer distance
of at least 65% of demand sites.

c) LLA Area 3: postcode sectors where none of the LL-only providers, VMO2, CityFibre or
WightFibre are, or plan to be, present within a given buffer distance of at least 65% of
demand sites.

1012 INCA response to TAR26 March 2025 Consultation. Page 75. Paragraph 291. TechUK response to TAR26
March 2025 Consultation. Page 5. AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7.
Paragraph 40-42. Vorboss response to TAR26 March 2025 Consultation. Pages 5-7.

1013 For example, evidence on BT’s market share in the CLA not falling since deregulation doesn’t necessarily
indicate that competitive conditions have worsened. Similarly, evidence on the use of discounts by BT is not
inconsistent with competition remaining effective and may in fact reflect a stronger competitive pressure on
BT.

1014 Ofcom. 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms
Market Review 2021-26. Volume 1. Paragraph 2.35.

1015 For ease of reference for stakeholders, postcode sectors previously classified as CLA are listed alongside
the geographic markets we have defined in this review in Schedule 3. We have identified two postcode sectors
that were not included in the WFTMR21 and are located inside the area of other postcode sectors previously
classified as CLA; these new postcode sectors are treated as part of the CLA. See Annex 5 for more detail. We
also note that our analysis excludes all postcodes in the Hull Area as these are subject to a separate market
review.
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5.314 In practice, to draw the boundaries between the above geographic markets, we make a
number of modelling choices and approximations based on the evidence which are
explained in more detail below:

a) We first explain why, in contrast to our WFTMR21 approach, we are using the NRM
across all LLA geographic markets.

b) We then provide further details about the model and its parameters, including the
geographic units, presence threshold and buffer distance we use, as well as how we
plan to use the evidence on demand sites and existing and planned build.

Why we use the NRM across all LLA geographic markets

5.315 Inthe WFTMR21, we used the NRM to determine the boundaries of the HNR Area
geographic market. We defined the LLA Area 2 market by reference to the current or
planned presence of CityFibre and/or VMO2, which we assessed using same the same
modelling methodology that was used for our WLA market definition.

5.316 We are now using the NRM to identify all LLA geographic markets: the HNR Area, LLA Area 2
and LLA Area 3. We received submissions from Community Fibre, INCA, Netomnia / Brsk
and Openreach that we should use the WLA market boundaries to define LLA Area 2 and
LLA Area 3, as we did in the WFTMR21.101¢

5.317 We think it is useful to distinguish between three themes raised in these responses:

a) WLA-LLA convergence in competitive conditions: some of these responses suggest that
most/all altnets will compete across WLA and LLA markets wherever they have current
or planned presence. As such, these respondents suggest, it would be conceptually
more appropriate to use the same boundaries to identify areas where there is potential
for competition in WLA and LLA. That is, these submissions suggest that we include the
same providers in LLA as in WLA, and also model their presence in the same way.**’

b) Limitations of the NRM: Openreach pointed to a number of aspects of the NRM which,
in Openreach’s view, indicate that this modelling approach would not capture LLA
competitive conditions sufficiently well, unless they are addressed. %

¢) Impact on market outcomes: we received submissions that we should align the WLA
and LLA boundaries to encourage growth, reduce regulatory complexity and improve

the opportunity for competition.°*

5.318 On the first point regarding WLA-LLA convergence, as discussed above, our assessment of
the evidence suggests that WLA and LLA markets are unlikely to converge in competitive

1016 Community Fibre response to TAR26 November 2025 Consultation. Page 3. INCA response to TAR26
November 2025 Consultation. Paragraph 24. Substantial Group Limited response to TAR26 March 2025
Consultation. Pages 6-7. Openreach response to TAR26 March 2025 Consultation. Document 1. Paragraphs 78-
80 and 91. Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 78 and 132-138.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 40-45, 47-51 and 56-58. Openreach
response to TAR26 November 2025 Consultation. Page 8.

1017 INCA response to TAR26 November 2025 Consultation. Page 7. Paragraph 24. Openreach response to
TAR26 March 2025 Consultation. Document 1. Page 32. Paragraph 93. Openreach response to TAR26 March
2025 Consultation. Annex 1. Pages 42-45 and 47-49.

1018 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 43-49 and 56-57. Paragraphs
110-133 and 164-165. Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 50-51 and 56-
50. Openreach response to TAR26 November 2025 Consultation. Pages 4 and 8. Openreach response to TAR26
November 2025 Consultation. Annex 1.

1019 community Fibre response to TAR26 November 2025 Consultation. Page 3. Substantial Group Limited
response to TAR26 March 2025 Consultation. Pages 6-7.
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5.319

5.320

5.321

5.322

conditions over the review period. Further, the list of providers who are likely to have the
potential to be material and sustainable competitors in LLA differs to those in WLA.
Therefore, we do not think it is reasonable or appropriate to use the same boundaries to
identify areas where there is potential for competition in WLA and LLA.0% 102

We are now also reflecting the presence of LL-only networks when identifying LLA Areas 2
and 3 using the NRM. Using the WLA Area 2 boundary would ignore the network footprint
of LL-only providers who, as explained above, have expanded their networks and won
increasing shares of leased line business since 2021.

On the second point regarding the limitations of the NRM, we recognise that the NRM is
(like all models) an approximation of reality. However, we disagree with Openreach and
consider that the NRM is the best modelling approach available to us to capture
competitive conditions in the LLA market.°?> This is for a couple of reasons, which we
expand on below. We also note that — aside from the convergence argument — Openreach
has not provided evidence to explain why the WLA model would be a better way to
approximate LLA competitive conditions.

The NRM approximates competitive conditions by looking at the number of LLA competitor
networks located within a certain buffer distance of LLA demand sites in a postcode sector.
The WLA model, as used in the WFTMR21 to define the LLA Area 2 market, instead
measured presence of WLA networks in postcode sectors based on FTTP coverage of
residential and commercial premises and used that as a proxy for capturing competitive
conditions in the LLA market as it then was. Given that competitive conditions in the WLA
and LLA markets are unlikely to converge in this review period, we consider the NRM would
better capture the circumstances in which an LLA provider is able to compete for a leased
line customer.'%%

Additionally, while we recognise that the NRM remains an approximation of reality, since
the WFTMR21 we have made improvements to the NRM to more accurately reflect
competitive conditions in the LLA market. This means that the NRM is a better

1020 \We note this is a change from the WFTMR21, where we considered that there was potential for material
and sustainable competition in areas covered by the Virgin Media and/or CityFibre networks in both WLA
services and LLA services. As the footprints of these networks were the same for both WLA services and LLA
services, we believed that the use of common geographic boundaries for these markets was both reasonable
and practical. However, this is no longer the case. See: Ofcom. March 2021. Promoting investment and
competition in fibre networks — Wholesale Fixed Telecoms Market Review 2021-26. Volume 2. Page 144.

Paragraph 7.150.

1021 pXC supports our current view of the market and approach to defining geographic boundaries. UKCTA also
supported our decision to maintain separate market definitions for WLA and LLA, given the distinct nature of
business connectivity. PXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.3. UKCTA
response to TAR26 March 2025 Consultation. Page 2. Paragraph 2.

1922 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 50-51.

102375 explained in more detail below and in Annex 5, the NRM uses a ‘buffer distance’ parameter. The purpose
of the buffer distance is to capture the distance at which LLA providers can supply and compete for customers
who require a leased line. Our evidence suggests that LLA providers can use PIA to connect customers but are
less successful at winning business for customers that are a greater distance from their network footprint.
Given this evidence, we consider that the buffer distance parameter is another specific example of how the
NRM provides a more accurate approximation of LLA competitive conditions than the WLA model, as it reflects
the importance of providers’ proximity to demand sites when supplying and competing for leased line
customers.
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approximation of reality for assessing competitive conditions in the LLA market compared
to the WLA model. These improvements are summarised below:

a) Different to the WFTMR21, we are now able to incorporate both existing and planned
network deployment into the NRM, where plans are available. In particular, we are
incorporating plans from CityFibre, VMO2, nexfibre, ITS, and VodafoneThree.'%*

b) As with WLA, providers have included usage of PIA as part of their existing network
footprints and network build plans. Moreover, as further detailed below and in Annex 5,
we are now using a longer buffer distance to reflect usage of PIA for customer-specific
network extensions. As such, we disagree with Openreach that the NRM does not
reflect usage of PIA.2%%

¢) Compared to the WFTMR21 and to the March 2025 Consultation version of the NRM,
we are now able to include fibre-connected LLA demand sites alongside the sites of
large businesses. This means that we are now able to more accurately model LLA
demand in the review period.

d) As detailed below and in Annex 5, different from the WFTMR21 version of the NRM we
are now able to use the exact locations (rather than postcode centroids) for all mobile
cell sites and the majority of fibre-connected LLA demand sites.'°% This helps reduce
Openreach’s concern about the reliability of the NRM in less densely populated areas,
where postcode centroids may be a less accurate approximation of the actual locations
of demand sites. %’

5.323  We acknowledge that the NRM is sensitive to key parameters and assumptions which have
changed over time.°8 This is, however, unsurprising since these parameters were
identified precisely due to their importance in capturing competitive conditions. As such,
we disagree with Openreach that the NRM is unreliable due to its sensitivity to certain
parameters which, according to Openreach, we have arbitrarily set and changed over
time. 0%

5.324  On the third point, Community Fibre and Netomnia respectively submitted that we should
align the WLA and LLA boundaries to encourage growth, reduce regulatory complexity and
improve the opportunity for competition.'®° However, the purpose of geographic market
definition is to identify areas where competitive conditions are sufficiently similar as the
basis for an assessment of market power. While wider policy objectives may be relevant at

1024 Given that we are incorporating planned network deployment into the NRM (where available), we disagree
with Openreach’s submission that our use of the NRM reflects a shorter-term, less forward-looking approach.
See: Openreach response to TAR26 March 2025 Consultation. Document 2. Page 49. Paragraphs 132-133.

1025 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 53-54.

1026 Exact coordinate locations were reported by providers for 86% of the fibre-connected demand sites in our
dataset.

1027 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 50. Paragraphs 135-137.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 55-56.

1928 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 46-48. Paragraphs 121-130.
Openreach response to TAR26 November 2025 Consultation. Annex 1. Openreach response to TAR26 March
2025 Consultation. Annex 1. Pages 57-58.

1029 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 43-48. Paragraphs 110-130.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 58-60. Openreach response to TAR26
November 2025 Consultation. Annex 1.

1030 community Fibre response to TAR26 November 2025 Consultation. Page 3. Substantial Group Limited
response to TAR26 March 2025 Consultation. Pages 6-7.
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the stage of designing remedies, they are not determinative of how we define the
appropriate boundaries of the relevant market.

Geographic unit

5.325

5.326

5.327

As we did in the WFTMR21, we break down the UK into smaller geographic units within
which we can examine competitive conditions. This analysis needs to be at a level of
granularity that gives a reasonable indication of the degree of competition in that
geographic unit. Geographic units cannot be too large an area as there would likely be large
differences in competitive conditions within such a unit (parts of the area may have
significant competition but other parts none). On the other hand, more granular analysis
may be less practical to apply.

For this review period, we use postcode sectors. This is in line with what we did for the
WFTMR21, and with our WLA modelling approach. We consider that postcode sectors are
well-established, relatively stable and strike a good balance between being granular enough
to capture the competitive dynamic but not so granular that they are impracticable.

VodafoneThree suggested that using postcode sectors as the geographic unit can mask
pockets where competition is weaker, meaning that competitive conditions within the
markets we define may not be fully homogenous.’®' We recognise that there may be
some variation in competitive conditions within a postcode sector. However, the purpose of
geographic market definition is to identify areas where competitive conditions are
sufficiently similar to form a separate geographic market, rather than perfectly
homogenous, and we consider that postcode sectors provide a reasonable and practical
level of granularity for assessing these differences.

Buffer distance

5.328

5.329

As set out above, competition in LLA services is affected by the presence of relevant
competitors who can provision a LLA service to customers who require it. Where
competitors are not already fibre-connected to customers, they will need to build a
customer-specific network extension. The evidence indicates they can do this through
building their own physical infrastructure and laying fibre within it (we refer to this as
digging) and / or by laying their fibre into Openreach’s physical infrastructure making use of
regulated PIA.

As explained above and detailed in Annex 5, to reflect this competitive dynamic, the NRM
evaluates the distance between each LLA demand site and each competing network and
counts network presence by identifying a relevant material and sustainable competitor as
‘within reach’ if its network is measured to be within a certain distance of a demand site.
We refer to this distance as the ‘buffer distance’.

1031 yodafoneThree response to TAR26 March 2025 Consultation. Page 43. Paragraph 86.

204


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088

Figure 1: Simplified illustration of how buffer distance is modelled within the NRM
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Source: Ofcom
Note: the figure shows the case of a demand site within the buffer distance of: one network (site A), two
networks (site B), three networks (site C) and zero networks (site D).

5.330 The purpose of the buffer distance is therefore to capture the distance at which LLA
providers can supply and compete for customers who require a leased line, whether
through digging or by using PIA. 132

5.331 As noted in the November 2025 Further Consultation, the evidence indicates that by
reducing the time and costs to build customer-specific network extensions, PIA has the
potential to increase the distance over which a LLA provider can extend their network to
compete for customers. However, as detailed in the annex, the same evidence indicates
that:

a) there is uncertainty as to when and where LLA providers will be able to use PIA to build
customer-specific network extensions;

b) even with PIA, it is still costly to build customer-specific network extensions; and

c) LLA providers are less successful at winning business for customers that are at greater
distance from their network footprint.

5.332 Inlight of this we disagree with Openreach that proximity of the network to the demand
site is no longer relevant due to the availability of PIA.2%33

5.333 In practice, build distances with PIA will vary depending on a number of technical and
commercial considerations, and in some cases PIA will not be viable at all. As such,

1932 1n the NRM, each demand site is represented by a single point, whereas in reality it extends over a certain
area. Therefore, networks connected to a site at its edge may appear some distance away from the point that
represents the site. We need to account for a degree of ‘buffer distance’ to ensure we capture those networks
as ‘within reach’ of that demand site.

1033 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 50-51. Paragraphs 138-142.
Openreach response to TAR26 November 2025 Consultation. Page 20. Paragraphs 44-46.
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determining the appropriate value for the buffer distance to reflect the impact of PIA
requires a degree of regulatory judgement.

5.334  As explained below, we consider that a 100m buffer distance would be appropriate to
define the boundaries between LLA Area 2 and LLA Area 3, whereas a 50m buffer distance
would remain appropriate to define the boundaries of the HNR Area.

Approach to buffer distance in LLA Area 2 and LLA Area 3

5.335 The buffer distance we use to identify LLA Area 2 and LLA Area 3 should reflect the distance
over which LLA providers can compete for enough customers such that they would provide,
or have the potential to provide, material and sustainable constraint. To help inform this,
we have analysed data on the share of connections won by competing networks at different
distances from their respective network footprints.

5.336 We acknowledge that — as submitted by VodafoneThree, UKCTA and some TechUK
members — propensity to build has decreased since the last review and that the share of
new connections won by competing networks relative to Openreach declines significantly
beyond 50m. %3

5.337 On the other hand, we consider that the share of connections won by competing networks
up to 100m is sufficiently meaningful to impact competitive conditions given the potential
future impact of PIA. In particular — consistent with responses to the November 2025
Further Consultation from CityFibre, Openreach and VMO2 — the evidence suggests that
usage of PIA by LLA providers may increase going forward, and this trend of increased PIA
usage may make them more successful at winning customers over longer distances in the
future.1035 1036

5.338 Currently, the evidence suggests that beyond 100 metres, competition becomes
increasingly weaker. We recognise that — as noted by CityFibre, VMO2 and Openreach —in
some cases, LLA providers can use PIA to build customer-specific network extensions that
are longer than 100 metres (in some cases, considerably s0).%%” 198 However, the evidence
indicates that PIA is not viable or desirable everywhere, and that — as Figure A5.3 in Annex 5
shows — LLA providers are generally increasingly less successful at competing for customers
the further away they are from their networks. As such, we would expect the impact on
competitive conditions is likely to be more limited (even if they are able to win some
customers over this distance), and so going beyond 100m significantly increases the risk of
overstating the potential for material and sustainable competition.

1034 yodafoneThree response to TAR26 November 2025 Consultation. Pages 6-7. Paragraphs 25-27. TechUK
response to TAR26 November 2025 Consultation. Page 3. UKCTA response to TAR26 November 2025
Consultation. Paragraphs 4-6.

1035 CityFibre response to TAR26 November 2025 Consultation. Page 4. Paragraph 1.15. Virgin Media 02
response to TAR26 November 2025 Consultation. Page 7. Paragraph 19. Openreach response to TAR26
November 2025 Consultation. Page 23. Paragraphs 64-65.

1036 For example, [3<]. [3<] response dated [5<] to the s135 notice dated [$<], question [$<].

1037 CityFibre response to TAR26 November 2025 Consultation. Pages 3-4. Paragraphs 1.12-1.14. Openreach
response to TAR26 November 2025 Consultation. Pages 19 and 21. Paragraphs 39 and 49-54. Virgin Media 02
response to TAR26 November 2025 Consultation. Page 7. Paragraph 19.

1038 Openreach and Community Fibre also noted that Community Fibre currently uses a buffer distance greater
than 100m. However, as explained above, our assessment is that Community Fibre’s business services are not
in the LLA product market as its services are contended. Community Fibre response to TAR26 November 2025
Consultation. Page 3. Openreach response to TAR26 November 2025 Consultation. Pages 21-22. Paragraph 55.
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5.339

On balance, having examined the evidence available to us and assessed that evidence in the
round, we have decided that a buffer distance of 100 metres would be appropriate to
identify areas where material and sustainable competition for the supply of LLA exists, or is
likely to have the potential to develop (i.e. LLA Area 2).

Approach to buffer distance in the HNR area

5.340

5.341

5.342

5.343

As discussed in the annex, the evidence suggests that when LLA providers are within 50m of
demand sites, build is less likely to be required, and when build is required, LLA providers
will have more options to implement this. Moreover, where PIA is a viable option, building
customer-specific network extensions is likely to be cheaper and quicker.

This is borne out by the evidence set out in Annex 5, which suggests that LLA providers are
significantly more successful at competing for customers when they are within 50m of
demand sites.

Therefore, we consider that using a 50m buffer distance remains appropriate to identify
HNR Area postcode sectors since it would capture cases where there is more certainty that
the current material and sustainable competitors will be able to serve —and compete for —
customers who require a LLA service.

We agree with Openreach that a provider’s willingness to extend its network depends on
costs and revenues across all areas (including the HNR Area).'®° However, we disagree that,
because of this, we should set the same buffer distance across all geographic areas. Instead,
we consider a different approach to buffer distance for the HNR Area compared to LLA Area
2 is appropriate, given the different competitive conditions captured in each Area (i.e. the
HNR Area is capturing areas with sufficiently well-established competitive conditions to
distinguish it from LLA Area 2).

Conclusion on buffer distance

5.344

5.345

5.346

5.347

In summary, having examined the evidence available to us and assessed that evidence in
the round, we consider that:

a) Adistance of 100m would be more appropriate as a proxy for network presence when
determining the boundaries between LLA Areas 2 and 3.

b) A 50m buffer distance remains an appropriate proxy for network presence when
determining the boundaries of the HNR Area.

We recognise that any single value for the buffer distance is only an approximation of what
—in reality — will vary on a case by case basis depending a number of technical and
commercial factors.

For example, [3<] suggested providers may be willing to build longer extensions for mobile
cell sites [3<], while PXC suggested that customer extensions may be shorter where the
costs of provisioning LLA services is higher. 0%

However, we consider that attempting to adjust the buffer distance to reflect specific
technical or commercial considerations (and how these may vary, for example by customer
type or even by individual circuit) is not practical and we have not seen compelling evidence
that doing so would materially improve our assessment of competitive conditions for the
purpose of defining geographic markets.

1039 Openreach response to TAR26 November 2025 Consultation. Pages 26-28. Paragraphs 82-88.
1040 13<]. PXC response to TAR26 November 2025 Consultation. Page 4. Paragraphs 2.6-2.7.
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5.348

Overall, we are of the view that our approach to the buffer distance appropriately reflects
the evidence available, and provides a practicable and proportionate way to reflect network
presence for the purpose of assessing similarity of competitive conditions and defining
geographic market boundaries.

Presence threshold

5.349

5.350

5.351

5.352

5.353

5.354

Having determined the buffer distance, we then go on to classify each postcode sector
based on whether a certain proportion of its demand sites are located within the buffer
distance of zero, one, or two or more relevant LLA competitors. We refer to this proportion
as the presence threshold.

Given that our objective is to identify areas with sufficiently similar competitive conditions,
we consider that a threshold that is too low would capture areas where competitive
conditions are not sufficiently homogenous. In particular, a threshold that is too low would
classify a greater number of postcode sectors as having, or being likely to have the potential
for, material and sustainable competition. However, within these postcode sectors, there
would be a greater number of demand sites without the choice of a network within the
buffer distance over the review period. Therefore, such a threshold would risk significantly
overstating competitive conditions in these postcode sectors relative to the rest of the
postcode sectors where a greater proportion of demand sites have a choice of network.

Conversely, a threshold that is too high would classify a greater number of postcode sectors
as being unlikely to have the potential for material and sustainable competition. Such a
threshold would risk understating competitive conditions in these postcode sectors.

We recognise that a degree of regulatory judgement is required to determine an
appropriate threshold for the purpose of defining geographic markets. In this instance, we
believe that the use of a 65% threshold strikes a reasonable balance for the purpose of
identifying areas with sufficiently similar competitive conditions. This is also consistent with
the threshold we have used in previous market reviews.

On this basis, we disagree with Openreach’s submission that the 65% threshold has
arbitrarily been carried over from previous reviews without justification.®** Moreover, we
note that Openreach has not provided any evidence in support of its argument that the 65%
threshold should be changed, beyond suggesting that the NRM results are sensitive to the
choice of threshold (which we have responded to above).

As noted by Openreach, the threshold we use to identify network presence in the LLA
model differs from the threshold used in the WLA model for the purpose of defining WLA
geographic markets.**> However, we observe that the WLA model and the NRM are
different models which are designed to capture competitive conditions in different markets,
and are informed by specific evidence gathered regarding those markets. As such, the 65%
threshold is not directly comparable to the 50% used in the WLA model. We consider 65% is
a reasonable threshold to use to reflect the nature of competitive conditions in the LLA
market and the purpose and design of the NRM.

1041 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 56. Paragraph 163. Openreach
response to TAR26 March 2025 Consultation. Annex 1. Page 55.

1042 Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 56 and 57. Paragraphs 162
and 166. Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 55.
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Further modelling information
Existing networks and build plans

5.355 As further detailed in Annex 5, we asked LLA providers to supply details of their existing
physical networks as well as their expansion plans. Five of these providers - CityFibre,
VMO?2, nexfibre, ITS, and VodafoneThree - were able to provide information on expansion
plans.

5.356 Having identified the relevant geographic unit, buffer distance and coverage threshold, we
need to process the existing and planned build data that we obtain from network operators
to model their current and expected presence over the review period.

5.357 Asset out above and in Annex 5, we only take into account the existing footprints of
current material and sustainable competitors when identifying areas where competition is
sufficiently certain and well-established to differentiate them from other areas (i.e. the HNR
Area). However, we use existing footprint and, where available, expansion plans of all
current and potential material and sustainable competitors, for the purpose of identifying
LLA Area 2.1%® |n the latter case, we are using plans as a way to assess where build is most
likely to be attractive and, as a result, where there is the potential for competition to be
material and sustainable. As outlined above, CityFibre submitted that data on their full fibre
network [3<] was not used.®** We have now confirmed our use of CityFibre’s data is
correct and up to date.'®*

5.358 We do not agree with VodafoneThree, who suggested that plans are less likely to
materialise since altnets are now focusing on consolidating with each other.'%* The
evidence available suggests that the build plans submitted by providers account for the
possibility of consolidation. In particular, [3<] has revised its build plans downwards to
reflect the fact that some of its expansion will be driven by consolidation (as opposed to
organic build).047 1048

5.359 The Frontier Report commissioned by Vodafone, Sky and TalkTalk suggested that we should
put less weight on build plans in different areas.'®* Given the above, we consider that our
overall approach to incorporating existing and planned build into our modelling is
appropriate for the purpose of identifying where there is the potential for competition to
be material and sustainable and defining geographic boundaries. We also note that we do
not use expansion plans for the purpose of identifying areas where competition is
sufficiently certain and well-established to differentiate them from other areas (i.e. the HNR
Area).

1043 1n practice this means using (i) current footprint from all LL-only operators, VMO?2 (including through
nexfibre's footprint) and CityFibre and Wightfibre; and (ii) expansion plans from CityFibre, ITS, Vodafone, and
VMO?2 (including through nexfibre's footprint). See Annex 5 for more detail on our modelling approach.

1044 CityFibre response to TAR26 March 2025 Consultation. Annex 4. CityFibre response to TAR26 March 2025
Consultation. Pages 33-34. Paragraphs 3.33-3.34. CityFibre response to TAR26 November 2025 Consultation.
Page 4. Paragraphs 1.18-1.20.

1045 [3<].

1046 yodafoneThree response to TAR26 March 2025 Consultation. Pages 40. Paragraphs 65-66.

104713<] response dated [3<] to the s135 notice dated [$<], question [$<].

1048 As set out in our assessment of consolidation, the timing and identity of potential transactions remain
insufficiently foreseeable for us to incorporate into the LLA geographic market definition. We therefore rely on
the build plans as submitted, while treating any additional footprint that may arise through consolidation as
too uncertain to reflect in our modelling.

1049 Erontier pre-consultation submission (non-confidential version). Page 18.
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5.360

Where appropriate, build plans are clearly relevant to our forward-looking market analysis.
However, we recognise that evidence from providers’ plans is necessarily prospective and
can only ever provide an approximation of reality. Nonetheless, there is always a level of
uncertainty in forward-looking assessments, and we believe this is the best information
available to us.

Demand sites

5.361

5.362

5.363

5.364

5.365

5.366

5.367

As explained above, the NRM determines the number of relevant material and sustainable
competitor networks located within the buffer distance of each demand site in a postcode
sector. Therefore, amongst other things, we need to identify or approximate the location of
relevant demand sites, including sites of businesses who may require a LLA service in the
future, and mobile cell sites.

As noted above, Openreach made a number of criticisms of the NRM, including how we
model LLA demand sites.'° We have made two key modelling improvements to better
capture the demand for LLA services in the review period.

First, the March 2025 Consultation version of the NRM used CACI D&B Business Data
dataset from July 2024 to identify the sites of businesses with 250 or more employees
nationally. As this dataset contains the postal address of each site, we identified the
postcode of each site and used the postcode centroid to approximate the site’s location. A
similar methodology, albeit with a different Business Data dataset, was used for the
WFTMR21 version of the NRM.

We have now been able to process data on business sites that have been provisioned with
an LLA service in the five years from 2020 to 2024 (fibre-connected LLA demand sites) such
that we can now incorporate this data into the NRM alongside the sites of large
businesses.!%' Where available, we use the exact location of fibre-connected LLA demand
sites provided by the supplier.'%? For the remainder where the exact location was not
available, we use the postcode centroid to approximate the fibre-connected sites’ locations.

Second, we have been able to incorporate the exact location of mobile cell sites into our
modelling. We note that this was already a feature of the NRM used for the March 2025
Consultation, but it is an improvement compared to the WFTMR21 version of the NRM
where we were only able to approximate the location of mobile cell sites by their postcode
centroid.

Overall, this means the updated version of the NRM can better approximate the geographic
location of LLA demand in the review period compared to the previous version of the NRM
(or the WLA model). This reduces the extent to which we need to approximate demand site
locations with postcode centroids. Postcode centroids might be a less reliable proxy for the
actual location in more rural areas.

We recognise that a degree of approximation and inherent uncertainty around the location
of LLA demand in the review period still remains. However, we consider that our approach
is reasonable and appropriate, and the improvements set out above would materially

1050 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 55-56.
1051 As a result of our updated approach to modelling LLA demand sites, we have increased the number of
modelled LLA demand sites in the NRM by 244,149 compared to the March 2025 Consultation version of the

NRM.

1052 Exact coordinate locations were reported by providers for 86% of the fibre-connected demand sites in our

dataset.
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mitigate the concerns raised by Openreach on the ability of our model to capture LLA
demand, including in more rural and/or less densely populated postcode sectors.'%>

Modelling results

5.368 The results of our geographic market modelling for the HNR Area, LLA Area 2 and LLA Area
3 are summarised in Table 5.6 and then set out in more detail below. Our modelling results
are also set out in detail in Annex 5.

5.369 Compared to the geographic markets we determined in 2021, there has been movement of
postcode sectors between the geographic markets. The resulting changes in the sizes of the
geographic markets reflect:

a) our assessment of the changes in competitive conditions since 2021 and going forward,
including our assessment of the competitors that we consider to be current or potential
material and sustainable competitors; and

b) our updated modelling approach, including updates to current and expected build data,
improvements in how we proxy the location of demand sites and choice of buffer
distance.

5.370 Overall, compared to the geographic markets we determined in 2021, the HNR Area has
increased by 4 ppts, and Area 3 has decreased by 4 ppts. We believe this is in line with
evidence on how competitive conditions have evolved since 2021 and are likely to develop
going forward. We therefore do not agree with INCA, Openreach, who considered the

outcome of our modelling to be illogical or counterintuitive, 104 105

5.371 We also do not agree with Openreach that we should examine competitive conditions at a
more granular level, rather than just adhering to the outputs of the NRM.'%° As discussed
above, we have carefully assessed a large amount of evidence and exercised our regulatory
judgment to choose appropriate values of key modelling parameters. We have also made
improvements to the quality of the underlying input data. All of this ensures that the NRM
is now a better approximation of competitive conditions for the purpose of defining
geographic markets than previous modelling approaches (for prior reviews). It is the best
modelling approach available to us for the purpose of defining LLA geographic markets.

5.372 Relatedly, Openreach considered that the classification of some specific postcode sectors
by the NRM is illogical.'®’ As set out above, the NRM necessarily involves a degree of
approximation, and we consider this proportionate and reasonable for the purpose of
identifying areas with sufficiently homogeneous competitive conditions. We also do not

1053 Openreach response to TAR26 March 2025 Consultation. Annex 1. Pages 55-56.

1054 INCA response to TAR26 March 2025 Consultation. Paragraph 279-280. Openreach response to TAR26
March 2025 Consultation. Document 1. Page 30. Paragraph 86-88. Openreach response to TAR26 March 2025
Consultation. Document 2. Paragraphs 80-84.

1055 \We note that these stakeholders were responding to the March 2025 Consultation version of our
modelling results, where LLA Area 3 had increased compared to the size of the geographic market that we
determined in 2021. However, this situation is reversed for the modelling results presented in our TAR 2026
Statement, where LLA Area 3 is smaller than the size determined in 2021. We therefore also do not agree with
Openreach that the increase in the size of the LLA Area 3 boundary in the March 2025 Consultation version of
our modelling results undermines regulatory stability and clarity in the market. See: Openreach response to
TAR26 March 2025 Consultation. Document 1. Page 12. Paragraph 25.

1056 Openreach response to TAR26 November 2025 Consultation. Page 11. Paragraphs 6-7.

Openreach response to TAR26 March 2025 Consultation. Document 2. Pages 31-43. Paragraphs 85-109.
Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 56 and Appendix 3.2. Openreach
response to TAR26 November 2025 Consultation. Page 12-13. Paragraphs 9-11.

1057
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think it appropriate to conduct a more localised assessment, possibly by individual demand
site, as Openreach suggests.0>®

5.373 As noted in the WFTMR21 and previous BCMR reviews, we do not consider that this type of
assessment of competitive market conditions would be practical or proportionate, nor —
given the small scale of the instances identified — would it materially change our overall
assessment of competitive conditions or justify departing from the NRM outputs, 0> 1060

5.374 Relatedly, we note CityFibre and ITS raised concerns that some of their footprints were
present in LLA Area 3.'%! The objective of geographic market definition is to identify areas
where competitive conditions are sufficiently similar, not to place all postcode sectors with
any degree of network build into Area 2. We explain above why we consider our approach
to this modelling is appropriate, and why a degree of approximation is reasonable. We also
note that following the updates to the modelling since the March 2025 Consultation
outlined above (and in Annex 5), only a small portion of their footprints are in LLA A3.

5.375 INCA and Openreach expressed concern that some postcode sectors have moved from the
HNR market in the WFTMR21 to LLA Area 3 in the TAR26.1%°? As explained above,
movement of postcode sectors from and to each geographic market is due to our updated
assessment of the changes in competitive conditions since 2021 and going forward, as well
as the updates and improvements to our modelling approach. Additionally, for the
modelling results presented in our TAR26 Statement, only one postcode sector that was
classified as HNR in WFTMR21 is now classified as LLA Area 3.

5.376  Overall, we recognise that the NRM is only ever going to be an approximation of reality.
However, we consider that it provides a reasonable, practicable and proportionate way to
assess similarity of competitive conditions for the purpose of defining geographic markets
in LLA. We consider the NRM to be the best modelling approach available to us for
assessing forward-looking competitive conditions in LLA, based on the evidence available to
us.

1058 Openreach response to TAR26 November 2025 Consultation. Page 11. Paragraphs 6-7.

1059 Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms
Market Review 2021-26. Volume 2. Page 147. Paragraphs 7.165-7.169.

1060 We also note Openreach’s concerns relating to the ‘illogical classification’ of some postcode sectors may
be less relevant now as postcode sectors have been reclassified since the March 2025 Consultation as part of
our final assessment of geographic markets (e.g. reflecting improvements to our modelling). For example, 6 of
the 18 postcode sectors identified by Openreach as being “illogically classified” are now classified in the same
market as they were in WFTMR21, which Openreach considered to represent a logical classification.

1061 CityFibre response to TAR26 March 2025 Consultation. Page 33. Paragraph 3.31. ITS response to TAR26
March 2025 Consultation. Pages 4-5. Paragraphs 17-23. ITS response to TAR26 November 2025 Consultation.
Page 5. Paragraphs 18-19.

1062 INCA response to TAR26 March 2025 Consultation. Page 75. Paragraph 292. Openreach response to TAR26
November 2025 Consultation. Page 12. Paragraph 10.
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Table 5.6: TAR26 LLA geographic market sizes

LLA circuit ends

Postcode sectors Demand sites provisioned in 2020 to
2024
Geographic Share of UK Share of UK Share of UK
grap Number excl. the Number excl. the Number excl. the
market
Hull Area Hull Area Hull Area
HNR 930 9% 52,892 13% 61,280 17%
Area 2 5,391 54% 218,728 55% 202,719 55%
Area 3 3,416 34% 102,392 26% 70,587 19%

Source: Ofcom analysis of provider data and CACI D&B Business Data.

Note: Table uses data from current and potential material and sustainable LLA competitors. Percentages do not
sum to 100% as CLA figures are included in the total number of postcode sectors, demand sites and leased lines
circuit ends provisioned in 2020 to 2024.

Application of the three criteria test

5.377 Inthis subsection, we consider whether the three criteria set out in section 79(2B) of the
Act are met in relation to the LLA markets.

5.378 Assetoutin Annex 1, in determining whether to identify a market for the purpose of
making a market power determination, we must consider whether the three criteria set out
in subsection 79(2B) of the Act are met. Where we do not consider that the three criteria
are met, we may not identify a market for this purpose.

5.379 Asdiscussed above, we assess the three criteria at general level, taking into account overall
characteristics and structure in the relevant product market. We consider competition at a
sub-national level in our SMP assessment.

Our proposals

5.380 Inthe March 2025 Consultation, we proposed that the LLA markets which we proposed to
define met the three criteria test.**®®

Stakeholder responses

5.381 CityFibre and Vodafone agreed with our provisional conclusions on the application of the
three criteria test.'°®* Openreach, on the other hand, disagreed with our provisional
conclusions on the application of the three criteria test.'%°

1063 As we do not consider competition at a sub-national level as part of this assessment, we did not consider
that the assessment would be impacted by our proposal in the November 2025 Consultation to increase the
buffer distance used in the NRM to determine the LLA Area 2 and LLA Area 3 boundaries and the resulting
changes to the boundaries of the geographic LLA markets (Ofcom. November 2025. Consultation: Further
consultation on leased lines market analysis and various pricing issues. Paragraphs 3.80-3.81).

1064 CityFibre response to TAR26 March 2025 Consultation. Page 147. VodafoneThree response to TAR26
March 2025 Consultation. Page 41. Paragraph 73.

106> Openreach response to TAR26 March 2025 Consultation. Document 2. Page 62. Paragraph 196.
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High and non-transitory barriers to entry

5.382 CityFibre and VodafoneThree agreed that barriers to entry are high and non-transitory,
explaining that barriers to entry in the provision of leased line services remain significant
and will take time and substantial investment to overcome.%®

5.383 Openreach disagreed and submitted that barriers to entry and expansion are not high or
non-transitory, highlighting examples of recent entry and expansion in LLA markets. ¢’

Markets which do not tend towards effective competition

5.384 VodafoneThree agreed that LLA markets do not tend towards effective competition. ¢

5.385 Openreach disagreed and submitted that the market tends towards effective competition,
as evidenced by substantial investment in the market. %%

Insufficiency of competition law

5.386  VodafoneThree agreed that competition law alone is insufficient to address the issues
present in the LLA market, explaining that the risks of excessive pricing, discriminatory
behaviour and service degradation are real and ongoing.'%’° Ex ante regulation provides the
necessary tools to ensure fair access, prevent abuse of market power, and support
downstream competition. It also offers the regulatory certainty needed by both retailers
and infrastructure investors to plan and deliver long-term services.

Our reasoning and decisions on the three criteria test

High and non-transitory barriers to entry

5.387 The LLA market is characterised by high barriers to entry and to expansion. This is because
there are significant economies of scale in building an LLA network, and also because there
are barriers to gaining customers once a network is built.

5.388 We also note that CityFibre and Vodafone agreed with our assessment that barriers to
entry and expansion are high and non-transitory:

a) CityFibre considered that barriers to entry in the provision of leased line services remain
significant and will take time and substantial investment to overcome: BT continues to
hold a position of SMP across all LLA markets, constraints on BT are limited and entry
and expansion is unlikely to occur in the absence of regulation.'®”*

b) VodafoneThree explained that the leased lines market is characterised by significant
structural barriers. These include the high sunk costs of deploying fibre infrastructure,
the need for extensive duct access, and the operational complexity of delivering high-
quality, symmetrical, uncontended services. In addition, the long contract durations,
stringent service-level expectations, and the need for national scale and reputation
make it extremely difficult for new entrants to compete effectively. Even where
alternative networks exist, their coverage is often limited, and their ability to match
BT/Openreach’s service breadth and delivery capability is constrained.”?

1066 CityFibre response to TAR26 March 2025 Consultation. Page 147. VodafoneThree response to TAR26
March 2025 Consultation. Page 40. Paragraph 70.

1967 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraphs 196-198.
1068 yyodafoneThree response to TAR26 March 2025 Consultation. Page 41. Paragraph 71.

1089 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraph 199.

1070 yodafoneThree response to TAR26 March 2025 Consultation. Page 41. Paragraph 72.

1071 CityFibre response to TAR26 March 2025 Consultation. Page 147.

1972 yodafoneThree response to TAR26 March 2025 Consultation. Page 40. Paragraph 70.
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5.389 Openreach disagreed, and considers that barriers to entry are not high or non-transitory,
and are not likely to persist in LLA markets.'?”® To support this view, Openreach pointed to
ITS as an example of recent and successful entry, and the WLA providers who have begun to
offer leased lines.

5.390 However, the examples of WLA providers who have begun to offer leased lines that
Openreach gives (Zzoomm, Netomnia / Brsk and AllPoints Fibre) [3<].2%7% 197> We therefore
disagree that these are examples of providers who have already sufficiently overcome
barriers to entry and expansion.

5.391 Additionally, we recognise that ITS has entered and successfully grown in the market and
we acknowledge that the barriers to entry and expansion in LLA are not insurmountable.
However, the evidence consistently indicates that there are critical challenges to
overcoming these barriers which are likely to take significant time, effort and investment to
achieve. In line with this, ITS indicated that BT remains able to use its national ubiquity and
incumbency advantage to retain a high market share. ITS stated that it is frequently faced

with the multiple advantages of BT that a market entrant cannot replicate.%’®

5.392 In our view, this remains the case even with the PIA remedy in place. Openreach disagreed,
stating a more comprehensive assessment of the use of PIA than that which we have
undertaken would show that the remedy significantly reduces barriers to entry in practice
as well as in theory. For example, Openreach’s PIA statistics show that PIA ISPs are using the
equivalent of [3<] of Openreach’s duct, covering [3<] of their unique network objects. [3<]

altnets have taken a PIA lead-in to a business premise.?’”

5.393  While the PIA remedy reduces the high barriers to entry in the market to some extent, our
review of LLA providers’ internal provisioning policies — as further detailed in Annex 5 -
suggests that PIA may not always be a viable option to build customer-specific network
extensions. This evidence also suggests that different LLA providers may use PIA to varying
degrees, and that PIA use is not always possible or preferrable in some cases. For example,
[3<] is reluctant to use PIA for business customers due to delays,'*’® whereas [3<] uses PIA
for network infilling as well as customer connections and consider PIA fundamental for
network build.*°”®

5.394  Additionally, as noted by a number of stakeholders, outside of the high costs of building a
network that PIA may help reduce, there are a number of additional barriers to entry and
expansion that are specific to the LLA markets and are not expected to reduce significantly
in this review period. % These include high customer switching costs, and the importance
of building credibility, reputation and a track record of service among LLA customers.

1073 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraphs 196-198.

1074 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraph 197.

1075 [3<] response dated [<] to s135 notice dated [5<], question [5<]; [3<] response dated [3<] to s135 notice
dated [3<], question [2<]; and [3<] response dated [2<] to s135 notice dated [3<], question [3<].

1076 TS, ITS submission to Ofcom in relation to the review of the wholesale leased lines market as part of the
Telecoms Access Review. Page 2.

1077 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraph 199.

1078 [3<] response dated [<] to s135 dated [$<], question [$<].

1079 [3<] response dated [<] to s135 dated [$<], question [$<].

1080 ee, for example: FCS response to TAR26 March 2025 Consultation. Pages 4-5. PXC response to TAR26
March 2025 Consultation. Paragraph 3.2. VodafoneThree response to TAR26 March 2025 Consultation. Page
35. Paragraph 31.
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5.395

Accordingly, we consider that high and non-transitory barriers to entry are likely to persist
in LLA markets. Where barriers are likely to be lower in sub-national markets, we take this
into account in our SMP assessment.

A market which does not tend towards effective competition

5.396

5.397

5.398

5.399

5.400

We assess competition in LLA markets below. In summary, BT generally retains a high
market share across all parts of the UK. As set out in Section 2, the evidence we have
suggests that there has been substantial investment in networks that can provide leased
lines alongside broadband, plus some build by LL-only providers, since we last reviewed the
LLA market in 2021 particularly in certain parts of the UK. We also expect further build in
this review period. However, the longer-term impact of this investment on competition
across the UK is still uncertain, and where there has been entry and expansion, it has been
assisted by the existence of continued wholesale regulation. In other parts of the UK, we do
not anticipate the emergence of material and sustainable competition to BT.

Openreach disagreed that the longer-term impact of investment is uncertain, and consider
that the substantial investment that has already taken place will have a material impact on
the competitiveness of the market. Openreach stated that the presence of new fibre
networks will ensure that there is always a competitive pressure in the areas where they
have been rolled-out. *%¢*

We disagree with Openreach since, as discussed above, the majority of altnets with
networks that are technically capable of provide leased lines alongside broadband currently
focus on selling WLA services. We understand that some of these altnets may yet choose to
enter the LLA market, but our evidence suggests that it is unlikely that this will materially
affect competitive conditions in this review period.

Accordingly, we do not consider the market will tend towards effective competition at a
national level. We take account of competition at a sub-national level in our SMP
assessment.

We also note that VodafoneThree agreed with our assessment, explaining that despite
years of regulatory intervention, BT continues to hold high market shares across all product
types and geographic areas. In many locations, it remains the only viable supplier of leased
line services. While some infrastructure-based competition exists, it is often limited to
specific urban areas and does not exert sufficient pressure to constrain BT’s pricing or
service behaviour. The pace of market change is slow, with enterprise customers typically
locked into multi-year contracts and migration programmes taking many months to
complete. This inertia further entrenches BT’s position. %

Insufficiency of competition law

5.401

We set out in more detail in Section 7 our competition concerns arising from BT’s SMP in
LLA markets. Absent regulation, BT's SMP would give it the incentive and ability to engage
in forms of conduct that could distort competition and/or harm consumers. These forms of
conduct fall into two broad categories:

e Exclusionary behaviour by BT to prevent potential competitors from competing in the
LLA market(s) or prevent them from gaining market share.

1081 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 63. Paragraph 199.
1082 yodafoneThree response to TAR26 March 2025 Consultation. Page 41. Paragraph 71.
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5.402

5.403

5.404

5.405

e Exploitative behaviour by BT at the expense of its wholesale access customers in the
relevant market(s), ultimately harming end-users who purchase services from BT’s
wholesale access customers in the downstream markets.

Although our concerns vary according to whether the behaviour is exclusionary or
exploitative, both ultimately lead to poorer outcomes for end-users.

Competition law, in particular the rules prohibiting the abuse of a dominant position, is an
important part of the legal framework with which BT needs to comply. Given its position of
SMP (which equates to the competition law concept of dominance) BT has a special
responsibility not to allow its actions on the market (where conditions of competition are
weak) to distort or impair competition.

However, we consider that competition law remedies would be insufficient to address the
identified competition concerns on their own in this context.

a) First, competition law would focus on tackling the abuse of a dominant position and
would not be as effective as ex ante regulation in promoting and protecting competition
from rival networks in the LLA market and in downstream markets.

b) Second, regulation must remain effective for the review period, and ex ante regulation
better enables us to do this as it can be tailored to the particular circumstances in the
markets and services provided.

¢) Third, competition law does not provide enough regulatory certainty, which itself can
undermine competition — and regulatory certainty is important in encouraging long-
term investment in competing networks. In contrast, a benefit of ex ante regulation is
that all industry stakeholders are clear in advance on the regulation that will apply.

d) Fourth, ex ante regulation can facilitate more timely enforcement due to the greater
certainty and specificity provided. Although significant fines can be levied for breaches
of competition law, which do have some reputational and commercial implications,
cases often take considerable time, by which point the damage to competition may be
irreversible.

On that basis, while competition law enforcement may be used in appropriate
circumstances, we do not consider that it would be sufficient to rely on it alone in LLA
markets and so consider that ex ante regulation is required. We note that VodafoneThree
agreed with this assessment. 183

Our overall conclusion on geographic market definition and
the three criteria test

5.406

5.407

We consider that the three-criteria test set out in section 79(2B) of the Act is met in relation
to the LLA markets we set out above.

We therefore identify three geographic markets for LLA%* for the purposes of making a
market power determination:

a) the High Network Reach area: postcode sectors where, due to presence of at least two
current material and sustainable competitors, there is sufficiently well-established
competition to BT in the commercial deployment of competing networks;

1083 yodafoneThree response to TAR26 March 2025 Consultation. Page 41. Paragraph 72.
1084 As discussed above this excludes postcode sectors in the Hull Area as well as postcode sectors in the CLA

market.
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b) LLA Area 2: postcode sectors in which there is, or there is likely to be potential for,
material and sustainable competition to BT in the commercial deployment of competing
networks; and

c) LLA Area 3: postcode sectors in which there is not, and there is unlikely to be potential
for, material and sustainable competition to BT in the commercial deployment of
competing networks.

5.408 Table 5.7 provides a summary of the leased line geographic markets. The postcode sectors
making up those geographic markets that we have identified can be found in Schedule 3.

Table 5.7: Summary of the TAR26 LLA geographic markets

LLA circuit ends

Postcode sectors Demand sites provisioned in 2020 to
2024
Geographic Share of UK Share of UK Share of UK
grap Number excl. the Number excl. the Number excl. the
market
Hull Area Hull Area Hull Area
HNR 930 9% 52,892 13% 61,280 17%
Area 2 5,391 54% 218,728 55% 202,719 55%
Area 3 3,416 34% 102,392 26% 70,587 19%

Source: Ofcom analysis of provider data and CACI D&B Business Data.

Note: Table uses data from current and potential material and sustainable LLA competitors. Percentages do not
sum to 100% as CLA figures are included in the total number of postcode sectors, demand sites and leased lines
circuit ends provisioned in 2020 to 2024.

SMP assessment

5.409 The following sections set out our SMP assessment and are structured as follows:

a) First, we set out the proposals we made in the March 2025 Consultation.

b) Second, we summarise stakeholder responses to the Consultation.

c) Third, we set out our SMP findings, and the underlying analysis and evidence for each
market.

Our proposals

5.410 Inthe March 2025 Consultation, we provisionally concluded that BT has SMP in each of the
following markets:

a) the HNR Area;
b) LLA Area 2; and
c) LLA Area 3,085 1086

1085 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 5.169.

108 1 the November 2025 Consultation, we proposed to increase the buffer distance used in the NRM to
determine the LLA Area 2 and LLA Area 3 boundaries. Our view was that these proposals and the resulting
changes to the boundaries of the geographic LLA markets would not have a material impact on our provisional
SMP assessment from the March 2025 Consultation. See: Ofcom. November 2025. Consultation: Further
consultation on leased lines market analysis and various pricing issues. Paragraphs 3.82-3.86.
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Stakeholder responses
Our approach and evidence considered

Barriers to entry and expansion

5.411 Openreach considered all of the barriers identified by Ofcom to be surmountable, and that
we have overweighted the role of barriers to entry in our SMP assessment given that there
has been recent entry into the market.'%’

5.412 INCA agreed that there are barriers to market entry and expansion in LLA but considered

that we have overestimated these barriers.%%

5.413 Vorboss and CityFibre stated that barriers to entry and expansion in the LLA market are
significant and take time and investment to overcome. %

5.414 VodafoneThree agreed with the barriers to entry as recognised in our provisional SMP
assessment.'° VodafoneThree submitted that barriers to entry such as high sunk costs,
long contract durations, complex migrations, high switching costs and the need for scale
and service quality have slowed competitive entry in the LLA market.'®!

5.415 PXC considered that, whilst the LLA market is mature, it takes time to change due to
structural reasons including the high upfront costs, long contract periods and costly and
complex migration processes.'%%?

Network scale

5.416 Openreach disagreed that insufficient network scale can be a barrier to entry and did not
consider this to be a barrier for either individual sites or multi-site contracts due to the
availability of PIA.1%

Customer installation times

5.417 Openreach disagreed that customer installation times are a barrier to entry in LLA.*%*

Openreach noted that fast customer installation times are likely to be a more important
consideration for end customers with no existing circuit, and that such customers only
constitute a minority of circuits. Also, the PIA remedy helps reduce differences in
provisioning times between Openreach and competitors. Finally, Openreach’s provisioning
times are subject to the regulatory Quality of Service obligations, which should not be
considered a barrier to entry.

High customer switching costs

5.418 Openreach submitted that high switching costs are not a barrier to entry since its contract
lengths are 12 months, meaning that many end customers are out of term. Also, where end

1087 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64. Paragraph 202. Openreach

response to TAR26 March 2025 Consultation. Annex 1. Page 47.

1088 INCA response to TAR26 November 2025 Consultation. Page 6. Paragraph 22.

1089 yorboss response to TAR26 March 2025 Consultation. Page 7. CityFibre response to TAR26 March 2025
Consultation. Page 147. Question 2.12.

1090 yodafoneThree response to TAR26 March 2025 Consultation. Page 35. Paragraph 35.

1091 yodafoneThree response to TAR26 November 2025 Consultation. Page 5. Paragraph 9.

1092 pXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.2.

1093 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 67. Paragraph 202.

1094 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 68. Paragraph 202.
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5.419

5.420

5.421

customer switching in LLA takes time, MSNs can serve WLA end customers in the
interim. 0%

FCS agreed that there are a number of barriers to switching in the LLA market that its
members face, which mean that switching wholesalers or providers can be quite
difficult.'®®

VodafoneThree submitted that there are typically long contract durations in the market.%”

VodafoneThree also explained that enterprise customers that do not typically have very

long contract terms still face disadvantages.%®

Netomnia / Brsk submitted that there is inertia in the LLA market originating from a range

of sources that serve to inhibit switching.'®°

Credibility and reputation

5.422

5.423

5.424

Openreach submitted that we have not evidenced our view that non-physical barriers, such
as reputation, are material barriers to entry — especially given that there have been a
number of examples of successful recent entrants to the LLA market.*'®

Openreach agreed that LLA end customers require a reputable and credible supplier.
However, Openreach disagreed that this is a barrier to entry, since ITS is a successful new
entrant. Also, Openreach considered that the prospect of consolidation in the market
renders this an immaterial barrier to entry, as consolidation is most likely to occur by

suppliers with an existing reputation.*'%!

Vorboss agreed with our assessment of the key features of leased lines valued by
businesses, which include continuity of service and reliability, and security and
resilience.''??

Openreach pricing

5.425

5.426

VodafoneThree suggested that the high barriers to entry in the market are evident in BT’s
pricing: BT maintains a national pricing strategy and only offers selective discounts in areas
with established rivals.*'%

VodafoneThree also considered that the lack of competition in LLA has enabled BT to earn

persistently high returns.'%*

1095 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 68. Paragraph 202.
10% ECS response to TAR26 March 2025 Consultation. Pages 4-5.

1997 yodafoneThree response to TAR26 November 2025 Consultation. Page 5. Paragraph 9.

1098 yodafoneThree response to TAR26 November 2025 Consultation. Page 5. Paragraph 12.

1099 sybstantial Group Limited response to TAR26 March 2025 Consultation. Page 7. Footnote 12.

1100
1101

Openreach response to TAR26 November 2025 Consultation. Page 16. Paragraph 26.
Openreach response to TAR26 March 2025 Consultation. Document 2. Page 68. Paragraph 202.

1102 yorboss response to TAR26 March 2025 Consultation. Pages 2-3.
1103 yodafoneThree response to TAR26 March 2025 Consultation. Page 36. Paragraph 32.
1104 yodafoneThree response to TAR26 March 2025 Consultation. Page 36. Paragraphs 33-34.
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SMP findings

5.427  AllPoints Fibre, CityFibre, Gamma, PIA Coalition, TechUK and VodafoneThree agreed that BT
has SMP in the HNR Area, LLA Area 2 and LLA Area 3."'% Vorboss submitted that it is right
that we continue to find that BT has SMP in the provision of LLA circuits in the HNR Area.'®

5.428 Openreach submitted that the HNR Area is competitive and that there should not be an
SMP finding for BT in this area during this review period.*'°” Openreach disagreed with our
finding of SMP in the HNR Area because:

a) There are on average nearly three competitors to Openreach in the HNR Area, which is
a significant level of competition that presents competitive pressure on Openreach;

b) Ofcom should deregulate postcode sectors where market shares are trending
downward and will likely fall below 60% during the next review period;*%®

¢) Inthe first three quarters of FY25 Openreach’s net demand in the HNR fell by 5-15%
[}<];1109

d) The lower proportion of duct connections of competitors compared to Openreach is not
relevant, as it reflects the historical provision of services by Openreach and is not
indicative of the ability for competitors to connect sites in future, particularly with the
availability of the PIA remedy; and

e) Analysis of the presence of the third closest competitor is not relevant, since two
material and sustainable competitors are sufficient to be a significant competitive
constraint.***°

The CLA

5.429 We also received a number of submissions relating to the CLA. INCA suggested that we
should present analysis on the CLA to provide stakeholders with confidence that there is no
reason why regulation should be re-introduced into the CLA market.**** AllPoints Fibre and
Vorboss submitted that deregulating the CLA was a mistake. AllPoints Fibre explained that
Openreach retains a 50%-60% market share which has not fallen significantly since
deregulation.''? Vorboss considered that Openreach’s pricing is harming competition and
innovation in the CLA.'3

Our reasoning and decisions
Background

5.430 Inthe March 2021 Statement, we concluded that BT did not have SMP in the CLA, and that
BT had SMP in the HNR Area, LLA Area 2 and LLA Area 3.1*** More specifically:

1105 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 37. CityFibre response to
TAR26 March 2025 Consultation. Page 147. Gamma response to TAR26 March 2025 Consultation. Page 3. PIA
Coalition response to TAR26 March 2025 Consultation. Page 4. TechUK response to TAR26 March 2025
Consultation. Page 5. VodafoneThree response to TAR26 March 2025 Consultation. Page 42. Paragraph 80.
1106 yyorboss response to TAR26 March 2025 Consultation. Page 8.

1107 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 203-208.

1108 Openreach response to TAR26 November 2025 Consultation. Page 14. Paragraphs 18-21.

1109 Openreach confidential response to TAR26 March 2025 Consultation. [$<].

1110 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 203-208.

I INCA response to TAR26 March 2025 Consultation. Page 75. Paragraph 291.

1112 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraphs 40-42.

1113 yorboss response to TAR26 March 2025 Consultation. Pages 5-6.

1114 ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed Telecoms
Market Review 2021-26.
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a) Inthe HNR Area, we found BT to have SMP, although we considered this finely
balanced. We acknowledged that (i) the proximity of existing competing network
infrastructure provided greater competitive pressure on BT, which we expected to
increase over the 2021-26 review period, and (ii) BT’s discounts likely reflected a greater
level of competition in this market. However, taking into account BT’s high market share
coupled with limited duct connections from competing networks to demand sites, we
concluded BT had SMP.

b) In LLA Area 2, we concluded that BT had SMP. We found BT to have a high market
share, and the share of its largest rival (VMO2) was found to be materially lower. We
considered there to be limited competitive constraint from existing or potential
competing network presence. We expected competition in LLA Area 2 to increase over
the 2021-26 review period, however the likelihood and extent was not sufficiently
certain to reach a no SMP finding.

c) In LLA Area 3, we concluded that BT had SMP. We found BT to have a high market
share, as well as limited potential constraint from any existing or potential competing
network presence.

Our approach and the evidence considered

5.431 To assess whether BT has a position of SMP in any geographic market, we assess the
strength of competition it faces in that market. We ultimately need to evaluate the extent
to which over the review period — absent regulation — BT would have the power to behave
to an appreciable extent independently of competitors, its own customers and ultimately
consumers in each of the LLA geographic markets.

5.432 In practical terms, our SMP assessment takes account of a number of factors which we
consider in the round, including: market shares, competition from existing infrastructure,
barriers to entry and expansion, countervailing buyer power, Openreach’s pricing and
external constraints.

5.433  Our SMP assessment must be forward-looking, and in the absence of existing LLA
regulation, our analysis reflects this. We take into account market dynamics and expected
and foreseeable developments that may impact on competitive conditions, for example the
potential future impact of PIA, development of barriers to entry and expansion and
strength of external constraints over the next review period.*'*

5.434  To support this, we have gathered updated evidence from stakeholders, including existing
and planned network deployment, usage of PIA as well as information on barriers to entry
and expansion in LLA and how these are likely to change over the review period.

5.435 Inthe rest of this subsection, we discuss our analysis and evidence relating to each of these
factors across the LLA markets we have identified. A more detailed explanation of the
analysis undertaken can be found in Annex 5.

Market shares

5.436 Market shares provide a useful indicator of competitive conditions in a market. In our SMP

assessment for the LLA market, we consider BT’s share of new connections in each
geographic market for the period 2020 to 2024.° A greater number of competing
networks that are managing to gain a material share of new business indicates a higher

1115 See section 79(1A) of the Act.
1116 We take this approach because this is the latest data we have.
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intensity of competition. We have also estimated market shares based on each supplier’s
share of all LLA circuit ends provisioned over a five-year period between 2020-2024.

5.437 In particular, we note that in calculating shares for each of the geographic markets, we use
all LLA circuit ends provisioned over a five-year period between 2020-2024 by any of the
current or potential material and sustainable competitors. This is with a view to estimate
the overall level of constraint exerted by competing networks in each of the geographic
markets.

5.438 Table 5.8 below presents our market share evidence for each of the LLA geographic
markets.

Table 5.8: BT LLA market share evidence

Leased line access ends 61,280 202,719 70,587
provisioned in 2020 to 2024

BT market share (leased line 61-70% 71-80% 91-100%
access ends provisioned in

2020 to 2024) ([5<1%) ([5<1%) ([5<1%)

Source: Ofcom analysis of provider data.

Competition from existing and planned presence of network infrastructure

5.439 BT has by far the largest and the only nationwide network in the UK, which is not easily
duplicated due to the high sunk costs involved. In the vast majority of cases, BT will have an
existing duct which connects to the customer site (“duct connected”) and, where BT is duct
connected, in many cases it will also have existing fibre connecting to the customer site
(“fibre-connected”) (e.g. where it has previously supplied a leased line to the site and the
fibre remains in place). Where BT is not already duct connected, it will need to dig to lay
new duct and provision a fibre to create a customer-specific network extension to serve the
customer. As a result, in most cases, BT will be able to quickly and economically service
customers who require a LLA service.

5.440 Where a competing provider wishes to serve an LLA customer, it has several options:

a) Insome cases, the provider may already be duct connected or fibre-connected to the
customer site. Where they are already fibre-connected to the customer, rival suppliers
can offer the full suite of bandwidths relatively quickly and at little incremental cost.

b) If not, the provider can dig to lay its own new physical infrastructure (e.g. duct), and / or
use existing third-party infrastructure (including regulated PIA).*'” The provider can
then provision a fibre in that infrastructure to create a customer-specific network
extension (we refer to this as “on-net”). As discussed above, due to the costs and time
to supply — via digging or using PIA — competing providers are better able to compete
for LLA customers the closer they are to demand sites. !

117 An LLA provider may sometimes use a combination of building its own infrastructure and using PIA to
reach a customer site.

1118 This is supported by the evidence in Figure A5.3, Annex 5, which suggests that having to build over longer
distances for an LLA customer-specific network extension makes competing networks relatively less likely to
win business. As discussed above, we therefore disagree with Openreach that the existence of PIA means
proximity to customer demand sites is no longer relevant. Openreach response to TAR26 March 2025
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5.441

5.442

Alternatively, instead of extending its network to reach the customer it can buy a
wholesale leased line service from another provider, such as Openreach, and use this to
provide a retail leased line service to the customer (we refer to this as “off-net”). Higher
off-net activity is consistent with a weak competitive constraint on BT, as competing
networks are less likely to use their own networks to supply customers.

A greater number of competing networks already connected to, or sufficiently close to,

demand sites is likely to lead to a greater competitive constraint on BT. In light of this, Table

5.9 below presents several indicators of competitive intensity, based on existing or planned
presence of network infrastructure.

a)

b)

Density of competing networks: This estimates competitive pressure by looking at the
number of networks that are sufficiently close to demand sites such that they are likely
to be able to extend their network and compete for customers. In practice this includes
(i) the average number of network present within the relevant buffer distance as well as
(ii) the proportion of demand sites with N material and sustainable competitors present
within the relevant buffer distance.

Distance to nearest competing network: This estimates how close competing networks
are to demand sites. We consider this to be a useful measure of competitive pressure
since, as discussed above and detailed in Annex 5, competitive constraints from rival
networks are likely to be stronger when LLA networks are closer to customers sites. In
practice, the average distances that are measured in our metrics will be higher than
actual distances.****

Off-net proportion: We consider the extent to which competing networks bought a
leased line service from another telecoms provider, such as Openreach, and then used
it to provide leased line services to a business customer (as explained above, we refer to
this “off-net”) as opposed to supplying customers by using their own fibre or equipment
(this could be using their own physical infrastructure or a third party’s, and, as explained
above, we refer to this as “on-net”). Limited on-net activity is consistent with a weak
competitive constraint on BT.

For each of the indicators under points a) and b) above, Table 5.9 below presents two

groups of figures — which for clarity we present without and in brackets respectively:

a)

b)

Overall expected network presence over the review period. This allows us to capture
the overall potential constraint from competing networks to inform our forward-looking
view of competitive intensity and how it may develop. These figures have been
calculated using data from current and potential material and sustainable competitors,
including existing as well as planned build (where available) and a buffer distance of
100m.

We have also set out a version of these metrics which allows us to reflect network
presence which is likely to exert a stronger and more certain constraint on BT (those
figures presented in brackets). These figures have been calculated using data from

Consultation. Document 2. Pages 50-51. Paragraphs 138-142. Openreach response to TAR26 November 2025
Consultation. Page 20. Paragraph 45.

119 |n our model, each demand site is represented by a single point, whereas in reality it extends over a
certain area. This may overestimate the distance as networks build to the edge, not centre, of sites. For more
details see Annex 5; see also the 2019 BCMR Statement: Ofcom. 2019. Promoting competition and investment
in fibre networks: review of the physical infrastructure and business connectivity markets. Volume 2,

Paragraph 5.79.
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current material and sustainable competitors, including their existing build only and a
buffer distance of 50m.

5.443  For our SMP assessment, we draw on this evidence in the round to identify the type and
extent of competing network infrastructure in each of the LLA geographic markets and the
resulting strength of the competitive constraint exerted on BT, drawing also on the
evidence presented in our geographic market analysis on individual networks.

5.444 However, we note that even where competing networks have existing or planned presence
they are still likely to face a number of barriers to entry and expansion which may impact
the extent of their competitive constraint on BT, which we discuss below.

Table 5.9: Competition from existing or planned LLA network infrastructure

Geographic market HNR Area mm

Average nur'nber of currt.ent and potent.lal (current 4.06 1.85 0.42
only) material and sustainable competitors

present within the relevant buffer distance!” (2.88) (1.11) (0.24)
100% 100% 100%
N =0 or more
(100%) (100%) (100%)
- 99% 92% 30%
=1 or more
(96%) (75%) (19%)
Proportion of demand sites with N2 95% 54% 9%
; =2 or more
N current ar.ld potential !current (82%) (25%) (4%)
only) material and sustainable . . .
competitors within the relevant N = 3 or more e 2 S
buffer distance™” (54%) (8%) (1%)
N<d 58% 10% 1%
=4 or more
(31%) (3%) (0%)
NI 39% 4% 0%
=5 or more
(16%) (1%) (0%)
N=1 15m 49m 2,213m
- (17m) (89m) (2,473m)
Average modelled distance to the N=2 37m 400m 5,036m
N-th nearest current and (41m) (612m) (5,432m)
potential (current only) material N<3 94m 1,072m 8,884m
. . (1) =
and sustainable competitor (111m) (1,390m) (10,434m)
Nod 962m 2,753m 13,394m
- (1,017m) (3,533m) (15,506m)
Competing networks’ off-net proportion of LLA 30% 42% 8%

circuit ends
(1) The figures presented without brackets have been calculated using data from current and potential material
and sustainable competitors, including existing as well as planned build (where available) and a buffer distance
of 100m. The figures presented in brackets have been calculated using data from current material and
sustainable competitors, including their existing build only and a buffer distance of 50m.

Source: Ofcom analysis of provider data.
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Barriers to entry and expansion

5.445 There are a number of barriers to entry and expansion in the LLA market which impact the
competitive constraint from rival networks to BT. As noted by a number of stakeholders,
these are both barriers to building a network and to gaining customers once a network is
built.?*2° This includes the importance of a track record of service, reliability as well as
various costs related to offering the continuity of service (through low repair times and
continuous support) that is important to LLA customers (as explained further below). All of
these additional barriers can affect the ability of suppliers to gain customers.

5.446 We recognise that, as noted by Openreach, recent entry and expansion in the LLA market
from some providers (including CityFibre), indicate that these barriers can be overcome.*?!
Although they are not insurmountable — as detailed below — these barriers take time and
significant investment to overcome, and so will affect the competitive constraints from rival
networks in this review period. We note that CityFibre and Vorboss agree.'*??

5.447 In line with this view, out of the five providers Openreach submitted as examples of
providers who have successfully entered the market (ITS, Zzoomm, Netomnia/ Brsk,
AllPoints Fibre and Ogi) [$<].1!%® 12* Moreover, ITS stated that it is frequently faced with the
multiple advantages of BT that a market entrant cannot replicate.*!*

5.448 Openreach also suggested that the barriers to entry and expansion that we have identified
are not material since, if it does emerge that smaller networks struggle to expand due to
these barriers, the expectation is that this will be an additional spur to consolidation into
large groups that can better capitalise on the assets that have been built.*?°

5.449 As discussed above, we recognise that consolidation scenarios involving VMO?2 or CityFibre
would likely create an entity which already has, or has the potential to, sufficiently
overcome barriers to entry and expansion. Nonetheless, even where this is the case,
expanding in the market still takes time and some barriers will persist.

5.450 More generally, we acknowledge that — even where consolidation does not involve
CityFibre or VMO2 — the additional scale gained through consolidation may accelerate the
ability of the entity to overcome certain (but not necessarily all) barriers.

5.451 However, as discussed above, we consider that where the altnets involved in consolidation
are neither current nor potential material and sustainable competitors, the (i) additional
scale gained through consolidation and the (ii) potential technical capability to offer LLA

1120 e, for example: FCS response to TAR26 March 2025 Consultation. Pages 4-5. PXC response to TAR26
March 2025 Consultation. Paragraph 3.2. VodafoneThree response to TAR26 March 2025 Consultation. Page
35. Paragraph 31.

1121 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64. Paragraph 202. Openreach
response to TAR26 March 2025 Consultation. Annex 1. Page 47.

1122 yyorboss entered the LLA market in the 2021-26 market review period. Vorboss response to TAR26 March
2025 Consultation. Page 7. CityFibre response to TAR26 March 2025 Consultation. Page 147.

1123 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64. Paragraph 202.

1124 13<] response dated [$<] to our clarificatory question dated [¥<] concerning the s135 notice dated [¥<],
question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; [3<] response dated [3<] to
s135 notice dated [3<], question [3<]; [3<] response dated [3<] to s135 notice dated [3<], question [3<]; and
[3<] response dated [3<] to s135 notice dated [3<], question [3<].

12511 particular, ITS indicated that BT remains able to use its national ubiquity and incumbency advantage to
retain a high market share and prices. ITS. ITS submission to Ofcom in relation to the review of the wholesale
leased lines market as part of the Telecoms Access Review. Page 2.

1126 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 47.
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5.452

5.453

5.454

5.455

5.456

services alone are not sufficient to demonstrate that the consolidated network would have
the potential to sufficiently overcome barriers to entry and expansion over the review
period.

This is because, even if the merged entity entered the LLA market (which may be
uncertain), it would still take considerable time and effort to sufficiently overcome the
barriers discussed below — such as building the track record of service and reliability as well
as meeting various costs related to offering the continuity of service (through low repair
times and continuous support) that is important to LLA customers. In line with this, we
note that VodafoneThree told us that altnet consolidation will not resolve leased lines
market economic barriers to network entry and expansion, such as supplier trust.*?’

As such we disagree with Openreach and consider that — despite the potential for
consolidation — barriers to entry and expansion in LLA are likely to remain material.

We also note that in accordance with the modified Greenfield approach, we assess SMP in
the absence of regulation in the LLA market, meaning our assessment assumes BT is not
regulated in LLA.*?® We therefore note that BT could have the incentive, and in the absence
of regulation the ability, to foreclose the entry or expansion of competing network
operators, to limit their competitive threat. This could result from actions such as offering
certain types of geographic discounts to wholesale prices in areas where it faces potential
competition, or other commercial terms including certain types of volume discounts.

In the following paragraphs, we discuss each of these barriers to entry and expansion and,
as part of that, address responses from Openreach and INCA that we have overweighted
the barriers to entry and expansion in this assessment and the more general suggestion
from Openreach that each of the factors set out below are not barriers to entry and
expansion. 1'%

As detailed below, although some of these barriers are similar to the barriers to entry and
expansion that exist in WLA, others are specific to, or more pronounced in, the LLA
market.***°

High costs of building a network

5.457

5.458

As set out in Section 4, building a network has very high fixed costs and takes time, which
constitutes a barrier to entry to the market. We note that PXC and VodafoneThree agree
that high up-front deployment costs are a barrier to entry in LLA.*3!

Once the network is built, in those cases where a provider has no physical connection to an
LLA demand site, the provider may need to extend its network to connect a particular
customer. In the case of these bespoke network extensions, BT will likely have a significant
cost and time advantage, especially where it is already fibre-connected.

1127 yodafoneThree response dated 13 February 2026 to s135 notice dated 3 February 2026.

1128 See approach section for more details about the modified Greenfield approach.

1129 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64-65. Paragraph 202. INCA
response to TAR26 November 2025 Consultation. Page 6. Paragraph 22.

1130 We note that PXC agreed that the LLA market takes time to change for structural reasons that are different
to those of the WLA market. See: PXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.2.
1131 yodafoneThree response to TAR26 March 2025 Consultation. Page 35. Paragraph 31. VodafoneThree
response to TAR26 November 2025 Consultation. Page 5. Paragraph 9. PXC response to TAR26 March 2025
Consultation. Page 13. Paragraph 3.2.
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5.459

5.460

5.461

5.462

As outlined in Section 2, we have seen growth from some competing networks in the LLA
market across the 2021-26 review period. We recognise that PIA mitigates to some extent
the barriers arising from the high costs of building a network and, as detailed above and in
Annex 5, can also reduce the costs of building customer-specific network extensions. 32 1133

However, the evidence indicates that PIA is used to different degrees by different LLA
providers, suggesting that it may not be suitable for every use case.'*** Additionally, our
review of LLA providers’ internal provisioning policies suggests that in some cases, PIA may
not be a viable or preferable option to build customer-specific network extensions, for
example when customers require diverse routing, do not accept the usage of a third-party
infrastructure due to security concerns, or if services require specific network topologies or

resilience standards. 3> 1136

In line with this, as set out in Annex 5, our analysis of the 2024 new provisioning data
suggests that the three LLA providers for which we have information use PIA to varying
degrees for customer-specific network extensions. ***” Our analysis also suggests that, in a
significant number of cases, those three LLA providers would choose to provision a circuit
either by buying a service off-net or digging instead of using PIA.

We recognise that — as stated by CityFibre, Openreach and VMO2 — the usage of PIA by LLA
providers may increase going forward.'*® However, there is uncertainty as to the extent to
which this might enable providers to overcome the high barriers to entry and expansion in
the LLA market over the review period.

1132 For example, some stakeholders, [$<], indicated that PIA can reduce the costs to build customer-specific
network extensions by 30%-80% [$<]. See: [2<] response dated [$<] to s135 notice dated [3<], question [<].
[3<] response dated [3<] to s135 notice dated [3<], question [3<]. In addition, [3<] response dated [<] to
s135 notice dated [$<], questions [3<].

1133 For example, evidence from provisioning policies indicates that with the benefit of PIA LLA providers might
be willing to build customer-specific network extensions up to between 300 metres and 5km. See, for
example: [3<] response dated [<] to s135 notice dated [3<], questions [3<]. [3<] response dated [3<] to
s135 notice dated [3<], question [3<].

1134 For example, [3<] is reluctant to use PIA for business customers due to delays whereas [$<] uses PIA for
network infilling as well as customer connections and consider PIA fundamental for network build. [3<] stated
that it generally does not use third party physical infrastructure — including PIA — for customer-specific network
extensions. [3<] response dated [3<] to s135 dated [3<], question [3<]. [¢<] response dated [3<] to s135
dated [3<], question [<]. [3<] response dated [3<] to s135 notice dated [3<], question [<].

1135 See, for example: [<] response dated [3<] to s135 notice dated [$<], questions [<]. [¥<] response dated
[3<] to s135 notice dated [3<], questions [3<]. [3<] specified in its response dated [<] to s135 notice dated
[3<], questions [3<].

1136 Some stakeholders also said that PIA use is not always possible or preferrable to build customer-specific
network extensions because of a damaged or blocked duct, lack of duct capacity or due to a risk of third-party
damage to installations. See, for example: [<] response dated [3<] to s135 notice dated [<], questions [3<].
[3<] specified in its response dated [$<] to s135 notice dated [3<], questions [2<]. [3<] response dated [<] to
s135 notice dated [3<], questions [3<].

1137 We used data on circuit ends that were newly provisioned in 2024 to compare the proportion of instances
LLA providers build customer-specific network extensions compared with using an off-net leased line circuit
purchased from a third-party. Our analysis covered all LLA providers who were able to identify in their new
provisions data LLA circuit ends that required digging and/or usage of PIA duct for a customer-specific network
extension.

1138 Virgin Media 02 response to TAR26 November 2025 Consultation. Page 7. Paragraph 19. Openreach
response to TAR26 November 2025 Consultation. Page 23. Paragraphs 64-65. CityFibre response to TAR26
November 2025 Consultation. Page 4. Paragraph 1.15.
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5.463 Overall, although it could increasingly help reduce these barriers, we do not consider that
PIA will sufficiently reduce them in this review period to overcome BT’s cost and time
advantage in the LLA markets where it is already duct or fibre-connected.

Network scale

5.464  We consider insufficient network scale to be a barrier to entry and expansion in the LLA
market in some cases.'* In fact, CityFibre considers that the largest barrier to competing in
the LLA market is being able to cover more footprint. !4

5.465 In line with this, the evidence we have gathered indicates that network scale is a key factor
that customers consider when choosing their LLA service provider. Between 2021-26,
network scale impacted the ability of networks to win LLA business in certain
circumstances.'**! For example the evidence suggests that:

a) Larger network scale may be an advantage in circumstances where networks are trying
to secure a wholesale deal with telecoms providers who supply LLA customers, 142 1143

b) Where LLA customers may require a large number of multi-site circuits, some prefer to
deal with one provider rather than multiple providers across different sites,.*** A

potential supplier would therefore need a large network to cover enough sites to be

considered by these customers.**

5.466 Given the above evidence, we do not agree with Openreach that network scale is irrelevant
for individual sites and multi-site contracts.***®

5.467 We acknowledge that even where customers may need to purchase LLA circuits across a
wide geographic area (e.g. in the case of MNOs, nationwide), this may not all need to be
purchased from a single supplier. For example, some customers are able to purchase from

1139 We note that VodafoneThree and PXC agreed and stated that the requirement for scale is a barrier to
entry and expansion in the LLA market. See: PXC response to TAR26 March 2025 Consultation. Page 13.
Paragraph 3.2. VodafoneThree response to TAR26 March 2025 Consultation. Page 35. Paragraph 31.

1140 CityFibre Infrastructure Holdings Limited response dated 5 February 2026 to s135 notice dated 3 February
2026.

141 13<] response dated [<] to s135 notice dated [5<], question [5<]; [3<] response dated [3<] to s135 notice
dated [3<], question [<]; ITS pre-consultation submission (non-confidential version) dated 31 January 2025,
page 1. [3<] response dated [3<] to s135 notice dated [3<]. [3<] response dated [<] to 135 notice dated
[X<].

1142 For example, PXC explained that there are issues with the operational practicality of integrating with
multiple smaller, geographically focused altnets. See: PXC response to TAR26 March 2025 Consultation. Page
14. Paragraph 3.8. [3<]. [3<] response dated [3<] to s135 notice dated [3<].

1143 1n response to the March 2025 Consultation, VodafoneThree explained that retailers require wholesale
services with a scalable geographic footprint to support national enterprise customers. VodafoneThree
response to TAR26 March 2025 Consultation. Page 34. Paragraph 27. VodafoneThree also explained to us that
footprint is a key factor it considers when deciding on a new supplier of LLA services, and that any new
supplier footprint needs to offer significant footprint advantage. VodafoneThree response dated 13 February
2026 to s135 notice dated 3 February 2026.

1144 13<] response dated [3<] to s135 notice dated [3<]. [3<] response dated [$<] to s135 notice dated [3<].
[3<] response dated [3<] to s135 notice dated [3<].

1145 For example, CityFibre considered that a significant subset of business customers may want multi-site
contracts, and it is not always able to meet these customers’s requirements in full with its current footprint.
CityFibre Infrastructure Holdings Limited response dated 5 February 2026 to s135 notice dated 3 February
2026.

1146 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64. Paragraph 202.
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more than one provider to meet their needs.*’ These customers might therefore purchase
from competing networks in areas that they do cover (although each provider would still
need to cover a large enough geographic area, as customers are likely to want to limit the
number of providers they source from).

5.468 We also acknowledge that the need for network scale may not be important for all
customers in all cases. This is evidenced by the fact that some comparatively smaller scale
LLA providers have successfully won LLA business, to some extent, across the 2021-26
review period (although some still have low volumes).1

5.469 We recognise that PIA can reduce the costs of achieving network scale. However, these
costs are still likely to be high. In particular, the evidence suggests that using PIA may not
always be a viable or suitable option for network build. On this basis, we disagree with
Openreach’s suggestion that the availability of PIA means that insufficient network scale is
not a relevant barrier to entry.*'#°

5.470 Overall, we consider network scale is a barrier to entry and expansion that can impact the
ability of competing networks to win LLA business in certain circumstances (for example,
where customers require connections to a number of large, geographically dispersed sites).
However, this barrier may be comparatively lower where such customers are willing to buy
from multiple providers, and for those who don’t have geographically dispersed demand.

Customer installation times

5.471 The evidence from telecoms providers shows that LLA customers are sensitive to business
continuity and installation times for new services, and quicker installation times can win LLA
business.'**® For example:

a) [¥<]’s LLA customers typically expect a short provisioning time.***!

b) VodafoneThree also explained that service continuity and installation speed are critical
to LLA customers, and therefore that quicker delivery times are a key factor in winning
business for LLA service providers.'>

5.472 BT has an advantage in both winning and retaining LLA connections. This is because its
network is likely to be already fibre-connected to many demand sites across the UK. This is
apparent from the high share of BT’s new provisions (see Table 5.8 above).

5.473 By contrast, competing networks are less likely to be already fibre-connected to demand
sites, meaning they will have to build a network extension to reach a site, which —
depending on how far their network is from the demand site and whether PIA is a viable
option — will increase lead times, raise costs both for the providers and the customer and

147 For example, from evidence submitted for the March 2025 Consultation, we understand that [3<] use
more than one provider for mobile backhaul. [3<] told us it uses multiple providers for mobile backhaul, while
[3<] told us it uses a small number of providers for mobile backhaul outside of its own capabilities. See [<]
response dated [3<] to s135 notice dated [3<], questions [3<] and [$<] response dated [3<] to s135 notice
dated [3<], questions [3<].

1148 For example, as set out above we understand that some MNOs [3<].

1149 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 64. Paragraph 202.

1150 13<] response dated [$<] to s135 notice dated [5<], question [5<]; [3<] response dated [3<] to s135 notice
dated [3<], question [<]; [3<], in a meeting with Ofcom on [<], said that LLA delivery time is a crucial factor
which informs an LLA customer’s choice between LLA providers; [$<] response dated [3<] to s135 notice dated
[3<]; and [3<] response dated [<] to s135 notice dated [$<].

1151 13<] response dated [3<] to s135 notice dated [3<], question [3<].

1152 yodafoneThree response to TAR26 March 2025 Consultation. Page 43. Paragraph 86.
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5.474

5.475

5.476

5.477

5.478

5.479

could ultimately deter switching.**>® Consistent with this, PXC considered that there is a

difference in delivery and installation time between Openreach and competitors.'*>*

Installation lead times are also relevant for demand sites where BT is duct-connected but is
not already fibre-connected (i.e. the customer has not yet purchased a line from BT or a
competitor via PIA). As noted by Openreach, we recognise that, for this group of customers,
access to regulated PIA will reduce BT’s competitive advantage, since both BT and its
competitors would be able to access BT’s infrastructure to connect customers that are not
fibre-connected.''>> However, as set out above, the evidence indicates there are
circumstances where PIA may not be viable for competitors.

We therefore agree with Openreach that the PIA remedy helps to reduce differences in
provisioning times between Openreach and other providers.'**® However, in light of the
above discussion, we disagree with Openreach that the sensitivity of LLA end customers to
business continuity and installation times for new services is not a barrier to entry or that it
would only be a barrier for customers with no existing circuit.

We expect this barrier to persist, to some extent, for this review period. BT’s incumbency
advantage of being connected to the majority of demand sites will remain. This is in
contrast to competitors who are more likely to need to extend their network to be
connected to new demand sites, given the costs and time required.

We do however recognise that there is some variability between networks in how long
installation takes (even where dig is required). For example, we understand from [3<] that
LLA providers offer varying install times, with [3<] having a quicker average installation time
of [3<] days compared to [3<] who have an average installation time of [3<] days.'**’

We also recognise that process and technology developments over this review period may
reduce this barrier to some extent. For example, we have been told by CityFibre that leased
line equivalent services provided over XGS-PON technology may have lower installation
times than traditional point-to-point leased lines.'**®

Finally, we note Openreach’s submission that it is subject to regulatory quality of service
obligations on its provisioning times.*>® However, our assessment still holds, even absent
existing quality of service regulation in the LLA market, as BT would still have an advantage
in installation lead times compared to competitors.'*®° This is because, as set out above, BT
is already fibre-connected to many demand sites, whereas it is more likely that competing
networks will have to build a network extension to reach a site they are not already
connected to (and PIA does not always remove this disadvantage).

1153 For example, longer provisioning times from alternative providers would extend the period of dual-
running. This would increase the duration during which the customer must pay for both the incumbent circuit
and the new service, thereby increasing the cost of provisioning a new circuit from a competing provider.

1154 pXC response dated 13 February 2026 to s135 notice dated 3 February 2026.

1155 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 67. Paragraph 202.

1156 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 67. Paragraph 202.

1157 13<] response dated [3<] to s135 notice dated [<], question [3<].

1158 CityFibre Infrastructure Holdings Limited response dated 19 February 2025 to s135 notice dated 10
February 2025, question 1f.

1159

Openreach response to TAR26 March 2025 Consultation. Document 2. Page 67. Paragraph 202.

1160 We also note that we do not set minimum quality of service standards for Openreach in the HNR Area. See
Volume 5, Section 4 for more details.
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High customer switching costs

5.480 An LLA customer of BT considering switching existing circuits to an alternative provider will
likely face switching costs, which may act as a barrier to switching. That is, as noted by
VodafoneThree and Netomnia / Brsk, there are switching costs in the market that may
inhibit switching and slow competitive entry. ¢

5.481 These switching costs for LLA customers might include early termination fees, dual payment
while circuits are switched, excess construction charges (ECCs) if the alternative provider
must dig to the demand site, as well as new connection charges.

5.482  Additionally, PXC and VodafoneThree explain that customer migration processes can be
long, costly and complex.'®? For example, VodafoneThree stated that onboarding new
wholesale providers and integrating product variants involves significant cost and
operational complexity, where supplier changes require structured migrations that can take
six months or more. '3

5.483  Similarly, FCS noted that switching wholesalers or provider can be particularly difficult for
smaller telecoms service providers who are often at the end of a long supply chain with
multiple systems, interfaces and contract terms. Some pricing schemes may also backend-
load cease charges.''®*

5.484 In addition, as PXC, VodafoneThree and Netomnia / Brsk explain, contract lengths in the LLA
market tend to be long.'!®> For example:

a) We understand from [3<] that typical LLA business customers are on three- or five-year
contracts, while public sector can range anywhere up to 20 years.*¢®

b) VodafoneThree explained that although enterprise customers typically do not have very
long contract terms, these customers still typically contract for three to five years.'**’

c) Netomnia / Brsk explained that multi-site circuits can have long contract periods.!®

d) Additionally, while Openreach stated that its contract length is 12 months (meaning
that many end customers are out of term), as discussed below Openreach offers certain
discounts for LLA for 84 months minimum commitment.***°

e) We also note that the Nera report submitted by Openreach stated that customer
switching is likely limited by contract duration, stating that standard contract lengths
are typically three years for leased line connections, and can be up to five years.*'”°

5.485 We recognise that depending on the type of product, the contract term, and the length of
time remaining on the contract, it may be possible for customers to terminate the contract

1161 yodafoneThree response to TAR26 November 2025 Consultation. Page 5. Paragraph 9. Substantial Group
Limited response to TAR26 March 2025 Consultation. Page 7. Footnote 12.

1162 pXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.2. VodafoneThree response to
TAR26 March 2025 Consultation. Page 35. Paragraph 31. VodafoneThree response to TAR26 March 2025
Consultation. Page 45. Paragraph 86.

1163 yodafoneThree response to TAR26 March 2025 Consultation. Page 35. Paragraph 27.

1164 ECS response to TAR26 March 2025 Consultation. Page 4.

1165 pXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.2. VodafoneThree response to
TAR26 March 2025 Consultation. Page 35. Paragraph 31. Netomnia Limited response dated 13 February 2026
to 5135 notice dated 3 February 2026.

1166 [3<] response dated [3<] to s135 notice dated [3<], question [3<].

1167 yyodafoneThree response to TAR26 November 2025 Consultation. Page 4. Paragraph 12.

1168 sybstantial Group Limited response to TAR26 March 2025 Consultation. Page 7. Footnote 12.

1169 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 67. Paragraph 202.

1170 Openreach response to TAR26 March 2025 Consultation. Annex 1. Page 46.
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early at a relatively low cost. Moreover, early termination charges only apply while the
customer is mid-contract meaning that this barrier is temporary. However, in cases where
there are more significant costs associated with early termination of a contract, these long
contract lengths can act as an additional barrier to competing networks being able to win
existing customers from other networks (and do so quickly).

5.486 Openreach also submitted that, even where switching takes time, this is offset by ability of
MSNs to serve WLA customers in the meantime.'*’! However, the ability of a provider to
serve a customer in the WLA market is not evidence of the ability to overcome barriers to
entry in the LLA market. In addition, we note that not all LLA providers are MSNs, so they
lack the opportunity of an additional revenue stream from WLA customers.

5.487 Asrecognised by PXC and VodafoneThree in their response to the March 2025
Consultation, we note that, unlike in the WLA market, there is no market-wide upgrade to a
new technology in the LLA market which could create a particular opportunity for
competing networks to win existing LLA business.''’2 1173 Although the general trend of
migrating services to higher bandwidths over time may provide an opportunity over the
longer term, switching costs mean the existing provider is still likely to have a competitive
advantage.

Credibility and reputation are important for LLA customers

5.488 As outlined in Section 2, LLA customers are purchasing a high-end service with high quality
of service parameters (such as low repair times), high security requirements and higher
costs compared to WLA FTTP products.

5.489 Vorboss told us that one of the key features of leased lines valued by businesses includes
continuity of service and reliability. This is because businesses increasingly rely on
connectivity to operate, and therefore reliability of connection is critical.*7* [3<].*17>

5.490 Given the product characteristics and use cases, we consider that the reputation and
credibility of the provider offering leased lines can be important for winning LLA
business.'’® The evidence we have received supports this view. For example:

a) [3<]told us that business customers consider buying from a known brand to be
important when buying business connectivity circuits.**’”’

b) Neos Networks told us that the reputation of a provider’s brand is a factor that
customers take into account when selecting an LLA service provider.''’®

5.491 Known, established brands will likely have more credibility compared to new, less
established alternative providers. For a competitor to improve their credibility and
reputation in the LLA market, it will take time as well as additional investment costs.
Therefore, the importance of reputation and credibility of the provider offering leased lines

1171 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 68. Paragraph 202.

1172 pXC response to TAR26 March 2025 Consultation. Page 13. Paragraph 3.4. VodafoneThree response to
TAR26 March 2025 Consultation. Page 45. Paragraph 86.

1173 As explained in Section 4, in the WLA market, the deployment of FTTP creates a window of opportunity for
altnets to win customers as they migrate to a new (FTTP) network.

1174 \Jorboss response to TAR26 March 2025 Consultation. Page 2.

1175 [3<] response dated [<] to s135 notice dated [3<].

1176 pXC. December 2024. TAR26 pre-consultation submission — non-confidential version. Paragraphs 3.2, 3.10
and 3.15.

77 13<] response dated [3<] to s135 notice dated [3<], question [3<].

1178 13<]. Neos Networks response dated 10 February 2026 to s135 notice dated 3 February 2026.
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will likely impact new entrants’ ability to win LLA business, including wholesale contracts
with telecoms providers.

5.492 Evidence we have received from stakeholders indicates this. For example, Netomnia / Brsk
told us that there are challenges in establishing trust and credibility as a new entrant in LLA,
and considered this to be a source of inertia in the market.*”® Additionally, a large ISP
submitted to us that LLA rivals often lack the track record and credibility that is essential in
LLA.HSO

5.493  Given this, we note that it may be particularly challenging for MSNs who have primarily
focused on competing in the WLA market to demonstrate their credibility in LLA.

5.494  Finally, Openreach submitted that consolidation will most likely occur by suppliers with
existing LLA reputations, meaning that credibility and reputation are immaterial barriers to
entry.''8! As set out above, we recognise that reputation may be a less relevant barrier for
networks who are acquired by a provider with an existing LLA reputation (e.g., VMO2) or
which are in the process of becoming a material and sustainable competitor (e.g.,
CityFibre).

5.495 However, as discussed above, it is unclear how many M&A transactions of this type might
occur over the review period, and therefore we disagree that reputation is no longer a
material barrier to entry. In line with this, we note that VodafoneThree told us that altnet
consolidation will not resolve leased lines market economic barriers to network entry and

expansion, such as supplier trust.8?

5.496 As discussed above, we acknowledge that — as also noted by Openreach — these barriers are
not insurmountable.*® However, the evidence set out above consistently indicates that
these are critical challenges which are likely to take time and investment to overcome. As
such, we disagree with Openreach that we have failed to provide evidence indicating that

non-physical barriers such as reputation are material barriers to entry.*'%

Countervailing buyer power

5.497 Whether a customer has countervailing buyer power depends on whether they can credibly
switch to an alternative supplier, and whether the volumes they want to buy are large
enough to act as a constraint.

5.498 The degree to which there are competing networks present from which customers can
choose varies by geographic market, and is addressed below for each LLA market.

Openreach pricing

5.499 In the 2021-26 review period, Openreach was subject to a CPI-0% charge control on all LLA
services in LLA Area 2 and LLA Area 3. Openreach is subject to a fair and reasonable pricing
condition in the HNR Area (rather than a charge control), reflecting the greater degree of
network competition found in 2021 compared to LLA Area 2 and LLA Area 3. As well as
charge controls, Openreach was prohibited from introducing certain types of geographic
discounts (except where Ofcom otherwise consents). This provision did not extend to

1179 sybstantial Group Limited response to TAR26 March 2025 Consultation. Page 7. Footnote 12.

1180 13<] response to TAR26 March 2025 Consultation. Page [$<]. Paragraph [¥<].

1181 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 65. Paragraph 202.

1182 yyodafoneThree response dated 13 February 2026 to s135 notice dated 3 February 2026.

1183 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 65. Paragraph 203. Openreach
response to TAR26 November 2025 Consultation. Page 16. Paragraph 26.

1184 Openreach response to TAR26 November 2025 Consultation. Page 16. Paragraph 26.
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5.500

5.501

geographic discounts on connection charges in LLA Area 2, or geographic discounts on
either rental or connection charges in LLA Area 3 and the HNR Area.''®*

Pricing can in principle be used as an indicator of market power. Pricing up to the cap, i.e.
pricing up to the maximum level allowed under our regulations, may indicate that other
constraints are insufficiently strong to hold prices below the level of the cap, which would
be consistent with a finding of SMP. However, we recognise that BT’s pricing may be driven
by factors other than just SMP.

We discuss below the evidence on Openreach’s pricing behaviour across the 2021-26
review period.

Openreach pricing in line with the cap in LLA Area 2 and LLA Area 3

5.502

5.503

5.504

Looking at overall price growth across the Ethernet basket (which covers LLA Areas 2 and
3),18¢ we see that revenue-weighted price growth has been broadly aligned with (i.e.
slightly below) CPI growth over 2021-25.%¥7 Similarly, the simple average price growth for
WDM (Optical) price list items has been a little below (but still correlated with) CPI
growth, 1188

For dark fibre access (DFA) services in LLA Area 3, which are subject to cost-based charge
controls, Openreach has increased prices by almost the maximum allowed growth rates
since 2021/22.118

Although Openreach charging below the price caps for some services may indicate some
constraints from competing networks, we treat this evidence with caution as there may be
other strategic decisions at play rather than competition exerting constraints on Openreach
pricing. For example, internal documents from Openreach suggest that price increases for
low bandwidth circuits may be driven by [3<].*!%

Openreach discounts

5.505

5.506

In the HNR Area, Openreach has offered some discounts since 2021. These discounts
include rental charge term discounts and reductions for connection charges.' 11°2

In LLA Area 2 and LLA Area 3, Openreach has introduced term discounts for EAD rental
charges. For example, Openreach has launched the EAD 1000Mb LA alternative pricing
special offer which applies to circuits taken on a 3 year term.**%

1185 Although the general prohibition on undue discrimination would apply in these circumstances.

1186 The current Ethernet basket includes combined Ethernet revenue from all LLA SMP markets and all IEC
SMP markets, meaning that it also includes Ethernet IEC revenue from BT Only exchanges and BT+1 exchanges.
1187 This can be seen in tab ‘12E — Ethernet & WDM Outcome’ of BT’s published WFTMR Compliance Model
2024-25. Accessed 6 March 2026.

118 For example, in 2024/25 average WDM price growth across the LLA and IEC SMP markets was 1.2%,
compared to 4.6% CPI growth. In 2023/24 average WDM price growth across the LLA and IEC SMP markets was
8.2%, compared to 11.1% CPI growth. This can be seen in tab ‘Compl - Ethernet & WDM’ of BT’s published
WFTMR Compliance Model 2024-25. Accessed 6 March 2026.

1189 This can be seen in tab ‘121 - DFA Comp Outcome’ of BT’s published WFTMR Compliance Model 2024-25.
Accessed 6 March 2026.

1190 13<] response dated [3<] to s135 notice dated [3<], question [3<].

1191 For example, see Openreach Connection Special Offer for EAD 1Gb. Price List. Accessed 27 February 2026.
1192 For example, see Ethernet Access Direct (EAD) Re-sign offer for 36 or 60 month terms for 1000Mb and
below for Local Access and Standard access. Price List. Accessed 27 February 2026.

1193 Openreach. Price List Accessed 27 February 2026.
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5.507 In LLA Area 3, where Openreach is obliged to provide cost-based dark fibre, Openreach
does not offer any discounts (including term discounts) for the regulated dark fibre product.

Conclusion on pricing in LLA services

5.508 Openreach’s pricing since 2021 is not inconsistent with a finding of SMP in the HNR Area,
LLA Area 2 and LLA Area 3. Openreach has been increasing prices by close to the maximum
allowed levels in LLA Area 2 and LLA Area 3, and although BT offers discounts for new
connections (specifically in the HNR Area) and term discounts for rental charges in all
regulated markets, these have been limited.***

5.509 However, in light of the evidence and caveats set out above, we do not consider pricing to
be a very informative indicator of SMP conditions. As such, we do not consider it further as
part of our SMP assessment and instead place greater weight on the other indicators.

External constraint

5.510 We have also considered the extent to which external constraints may reduce BT’s market
power i.e. out-of-market products such as business-specific broadband services and
wireless technologies, which may be a demand-side substitute for some end consumers.

5.511 Asoutlined above, while these technologies could be demand-side substitute for some
customers and use cases, the degree of substitutability is likely to remain limited over the
review period.

5.512 Moreover, as discussed above, we consider that some of the switching from leased lines to
business-specific broadband services may reflect a period of adjustment in which some
customers, for whom a FTTP-based product would meet their needs, migrate to FTTP-based
broadband products, while those who need and value the distinct features leased line
products continue to purchase these services.

5.513  Given this evidence, we do not consider that these services will exert a significant
competitive constraint on BT within the review period.

Our findings
Finding that BT has SMPin LLA Area 3
5.514 As detailed above, LLA Area 3 is made up of postcode sectors in which there is not, and

there is unlikely to be, potential for material and sustainable competition to BT in the
commercial deployment of competing networks in this review period.

5.515 As detailed in Annex 5, LLA Area 3 accounts for 102,392 demand sites, 3,416 postcode
sectors and 19% of connections. We recognise that some competing LLA providers may
have existing or planned presence. However, in the vast majority of cases LLA customers in
these postcode sectors do not have existing or expected access to a current or potential
material and sustainable competitor as an alternative to Openreach.

5.516 Below, we consider whether BT has SMP in LLA Area 3.
Market shares

5.517 Our market share evidence indicates that BT is facing very limited competition in LLA Area 3
from existing or potential rival network presence, as detailed in Table 5.8. [3<] BT retains a

1194 We note that Vodafone stated that BT pricing and discount strategy is indicative of SMP. VodafoneThree
response to TAR26 March 2025 Consultation. Page 36. Paragraph 32.
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market share of 91-100% ([3<]%), and the share of BT’s largest rival (VMO2) is materially
lower, at 1-10%] ([3<]%).1%°

Competition from existing and planned presence of network infrastructure

5.518 The infrastructure indicators presented in Table 5.9 above show that there is very limited
competing network infrastructure in LLA Area 3. In Area 3, most demand sites are expected
to have no competing networks within 100m in the review period. The average number of
competing networks with existing or planned presence within 100m of a demand site is
0.42. Moreover, a very small proportion (9%) of demand sites in Area 3 are expected to
have access to two or more competing networks within 100m.

5.519 The market shares also suggest that BT is more likely to be fibre-connected than
competitors by virtue of having previously supplied the vast majority of previous
connections. Therefore, it is likely to have a competitive advantage in LLA Area 3 to serve
these customers since in many cases competitors would need to extend their network —
either via digging or through PIA —to connect customers.

5.520 While not in itself insurmountable, we also note that competing networks are typically
further away from a demand site, with the nearest competing network on average being
2.2km away. As set out in Annex 5, even where PIA is viable, competing networks are
unlikely to cover such long distances when building customer-specific network extension.
The comparatively high proportion of off-net connections provided in Area 3 between 2020
and 2024 further supports this view.

Barriers to entry and expansion

5.521 The absence of potential competitors shows that the barriers to entry and expansion are
particularly high in LLA Area 3. Those barriers to entry indicate that the market is unlikely to
develop enough to materially affect the competitive constraint on BT in this review period.

5.522  As outlined above, we have identified network scale and the need for significant upfront
investment to reduce installation times as barriers to entry in the LLA market. Given the
average distance from a demand site to the first nearest competing network is substantially
further in LLA Area 3 compared to other LLA markets, these barriers to entry and expansion
will likely be more pronounced.

Absence of countervailing buyer power

5.523 We do not consider there to be sufficient countervailing buyer power to constrain BT’s
market position in Area 3. This is because most customers will have no alternative choice to
BT across LLA Area 3 (the average number of competing networks present within 100m of a

demand site is 0.42) and customers therefore cannot make credible threats to switch
volumes to an alternative supplier.

Finding that BT has SMPin LLA Area 3
5.524  Overall, our evidence indicates that BT has SMP in the LLA Area 3 market.

5.525 BT has a persistently high market share in LLA Area 3 and faces limited infrastructure-based
competition. The evidence on barriers to entry and expansion suggests that there are

1195 As outlined above in our approach to LLA geographic modelling, LLA Area 3 is made up of postcode sectors
where less than 65% of demand sites have access to the planned or existing footprint of at least one current or
potential material and sustainable competitor network. Therefore, networks such as VMO2 may still have
presence in some postcode sectors, however the presence is insufficient to reach our threshold to consider the
postcode sector LLA Area 2 or HNR Area.

237



5.526

limited prospects of networks which are, or have the potential to be, material and
sustainable competitors entering this market for this review period, and there is limited
countervailing buyer power due to a lack of alternative networks to switch to.

We therefore find that BT has SMP in the provision of LLA circuits in LLA Area 3. We note
that AllPoints Fibre, CityFibre, Gamma, PIA Coalition, TechUK and VodafoneThree agree
with this finding.**®

Finding that BT has SMP in LLA Area 2

5.527 As detailed above, LLA Area 2 is made up of postcode sectors in which there is, or is likely to
be the potential for, material and sustainable competition to BT in the commercial
deployment of competing networks.

5.528 As detailed in Annex 5, LLA Area 2 accounts for 218,728 demand sites, 5,391 postcode
sectors and 55% of connections. Within each of these postcode sectors at least 65% of
demand sites have access to an alternative leased line provider other than BT, or will
potentially have access over this review period.

5.529 Below, we consider whether BT has SMP in LLA Area 2.

Market shares

5.530 Our evidence presented in Table 5.9 shows that BT has a high market share in LLA Area 2.
We estimate BT’s market share to be 71-80% ([3<]%), and the share of BT’s largest rival
VMO?2 is materially lower at 11-20% ([3<]%).

5.531 Asset outin Annex 5, BT’s annual share of LLA circuit ends has declined from ([3<]%) in

2020 to ([3<]%) in 2024.

Competition from existing and planned presence of network infrastructure

5.532

5.533

5.534

The infrastructure indicators presented in Table 5.9 above show that there is expected to
be limited competing network infrastructure in LLA Area 2 in the review period. On average,
there is expected to be 1.85 competing networks within 100m of demand sites in LLA Area
2.

The above figures on market shares in LLA Area 2 suggest that, for a large proportion of
users, BT is more likely to be fibre-connected whereas competing networks will likely need
to extend their networks to connect to customers.

We note that 54% of demand sites in Area 2 are expected to have access to two or more
competing networks within 100m over the review period. However, although on average
the nearest rival network is reasonably close (on average, demand sites in Area 2 are
expected to be 49m away from the nearest competing network), the second nearest is
expected to be 400m away on average. As set out in Annex 5, competing networks which
are further away from demand sites (particularly beyond 100m) are increasingly less likely
to win customers. Consistent with these challenges, competitors chose to provision off-net
for 42% of the new connections. This suggests the additional competitive constraint from
the second network is likely to be more limited.

119 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 37. CityFibre response to
TAR26 March 2025 Consultation. Page 147. Gamma response to TAR26 March 2025 Consultation. Page 3. PIA
Coalition response to TAR26 March 2025 Consultation. Page 4. TechUK response to TAR26 March 2025
Consultation. Page 5. VodafoneThree response to TAR26 March 2025 Consultation. Page 42. Paragraph 80.

238


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/allpoints-fibre.pdf?v=402117
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/cityfibre.pdf?v=409840
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/gamma.pdf?v=402132
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/pia-coalition.pdf?v=403550
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/pia-coalition.pdf?v=403550
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/techuk.pdf?v=402074
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088

5.535

BT faces some competition from established material and sustainable competing networks
with existing infrastructure (e.g. VMO2) in Area 2. Additionally, as outlined in our
geographic market analysis above, we expect the overall footprint of competing networks,
of both current and potential material and sustainable competitors, to grow across the
2026-31 review period. We recognise the constraint from existing networks in LLA Area 2
may therefore increase in the future, but we consider the likelihood and extent of this
growth is currently uncertain (we discuss barriers to entry and expansion below).

Barriers to entry and expansion

5.536

5.537

There has been entry and expansion in the current WFTMR21 LLA Area 2, showing that
entry and expansion by current as well as potential material and sustainable competitors
(including LL-only providers, VMO?2, CityFibre and WightFibre) can be viable for LLA Area 2.
However, as discussed in Annex 5, the trends in LLA volumes sold and market shares
suggest that expanding in the market takes time and that some barriers persist. Therefore,
we consider that barriers to entry and expansion remain high in LLA Area 2 and will persist
for this review period. Moreover, we consider that the extent and success of entry and
expansion is uncertain in the absence of ex-ante regulation of this market, given BT’s
incentives and ability to undermine the development of competition.

In addition, as discussed above, while PIA has the potential to reduce barriers to entry and
substantially increase competition, the use of PIA for LLA varies (to differing degrees by
different providers), suggesting that it may not be suitable for every use case.*®” The
impact of PIA for the barriers to entry and expansion in the LLA market over this review
period therefore remains uncertain.

Absence of countervailing buyer power

5.538

5.539

5.540

We do not consider there to be sufficient countervailing buyer power to constrain BT’s
position in LLA Area 2.

Although most customers will have access to an alternative provider to BT over the review
period, many will have more limited choice which reduces the credibility of any threat to
switch away from BT to an alternative network. We also expect that for those individual
customers who typically purchase relatively low volumes, their ability to exert buyer power
will be more limited even where they have a choice.

We therefore do not expect countervailing buyer power to be a material constraint on BT in
LLA Area 2.

Finding that BT has SMP in LLA Area 2

5.541

5.542

5.543

Overall, our evidence indicates that BT has SMP in LLA Area 2. As well as BT’s high market
share, there is limited competitive constraint on BT's market power from existing or
potential competing network presence.

We have been encouraged by MSN and LL-only providers increased leased line volumes

across the WFTMR21 period, and their plans for future growth across this review period.
Additionally, BT’s annual share of new LLA circuit ends has declined by -[3<] percentage

points between 2020 and 2024.%%®

However, BT’s market share remains high, and the decline has so far been limited. We
recognise barriers to entry and expansion in the LLA market remain, which will take time to

1197 See Paragraph 5.155 for our evidence on the use of PIA for the provision of LLA.
1198 See Annex 5, Table A5.17.
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overcome. This is likely to limit the extent to which the competitive constraint will increase
during this review period. Additionally, there is limited countervailing buyer power to
constrain BT’s position.

5.544  We also note BT’s incentive and ability to undermine the development of competition in
the absence of regulation.

5.545 Therefore, the likelihood and extent to which MSNs and LL-only providers can sufficiently
increase the competitive constraint they exert in LLA Area 2 in this review period is not
sufficiently certain for us to reach a finding of no SMP on a prospective basis.

5.546  We therefore find that BT has SMP in the provision of LLA circuits in LLA Area 2. We note
that AllPoints Fibre, CityFibre, Gamma, PIA Coalition, TechUK and VodafoneThree agree
with this finding.**°

Finding that BT has SMP in the HNR Area

5.547 As detailed above, the HNR Area covers postcode sectors where, due to the presence of at
least two current material and sustainable competitors, there is sufficiently well-established
competition to BT in the commercial deployment of competing networks to distinguish
these postcode sectors from LLA Area 2 and LLA Area 3.

5.548 As detailed in Annex 5, the HNR Area accounts for 52,892 demand sites, 930 postcode
sectors and 17% of connections. Within each of these postcode sectors, at least 65% of
demand sites have access to at least two alternative LLA providers other than BT. Below, we
consider whether BT has SMP in the HNR Area.

Market shares

5.549  Our evidence presented in Table 5.8 indicates that BT maintains a high market share in the
HNR Area. BT has a market share of new connections of 61-70% ([3<]%) in the period 2020
to 2024, and the share of BT’s largest rival VMO2 is materially lower, at 11-20% ([3<]%).
Despite there being multiple networks in the HNR Area, no other competitor has a share
above [3<%].

5.550 Although BT’s share of new connections remains high in the HNR Area, we note that — as
detailed in Annex 5 — its share has declined from ([3<]%) in 2020 to ([3<]%) in 2024.

5.551 Openreach also submitted that in the first three quarters of FY25 its net demand in the HNR
Area fell by 5-15% [3<].%2% [¥<].

Competition from existing and planned presence of network infrastructure

5.552 The HNR Area is made up of postcode sectors in which two or more current material and
sustainable competitors to BT are present.

5.553 The evidence presented in Table 5.9 indicates that:'?*

1199 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 37. CityFibre response to
TAR26 March 2025 Consultation. Page 147. Gamma response to TAR26 March 2025 Consultation. Page 3. PIA
Coalition response to TAR26 March 2025 Consultation. Page 4. TechUK response to TAR26 March 2025
Consultation. Page 5. VodafoneThree response to TAR26 March 2025 Consultation. Page 42. Paragraph 80.
1200 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 205.

1201 For the HNR SMP assessment, we rely on the indicators presented in Table 5.9 which are calculated based
on evidence from current, as well as potential, material and sustainable competitors having existing, as well as
planned, presence. This differs from our approach to defining the HNR geographic market, which is based on
the number of current material and sustainable competitors with existing presence only. Our approach to
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a) On average, almost three (2.88) current material and sustainable competitors have
existing network presence in the HNR Area. This figure increases to around four if we
include current and potential material and sustainable competitors with existing or
planned build within 100m of demand sites.

b) 82% of businesses have access to at least two current material and sustainable
competitors and 54% of businesses have at least three current material and sustainable
competitors present. These figures increase to 95% and 78% respectively if we include
current and potential material and sustainable competitors with existing or planned
build within 100m of demand sites.

c) The two closest current material and sustainable competing networks are within 50m

(41m) of demand sites, and the third closest is over 100m (111m) away from demand
Sites.lZOZ 1203

5.554  Inthe March 2025 Consultation, we also noted that BT is generally duct-connected more
frequently that its rivals, which we considered would give it a competitive advantage.'?*
Openreach suggested that having a lower proportion of duct connections is irrelevant since
it reflects a historical provision of Openreach services, and because competitors will
connect to more sites in future due to the PIA remedy.'?*> We acknowledge that a lower
proportion of ducts connections is comparatively less relevant compared to past reviews
since competitors can now access BT’s ducts and serve customers through a more
established regulated PIA product.

5.555 However, we consider that evidence on HNR Area market shares suggest that, for a large
portion of users, BT is still more likely to be fibre-connected than its rivals by virtue of its
historic success at winning the majority of new connection volumes. This would likely give
BT a competitive advantage against its rivals who are more likely to need to extend their
networks to connect to customers, even in the HNR Area.

Barriers to entry and expansion

5.556 As discussed above, we have seen an increase in competing networks providing LLA services
since 2021, and this has contributed to the increase in the geographic scope of the HNR
Area. We nonetheless consider the LLA market to have persistent barriers to entry and
expansion.

5.557 The HNR Area has a higher presence of LL-only providers and VMO2, who, as discussed
above, have been able to sufficiently overcome barriers to entry and expansion. However,
the trends in volumes sold by existing and new LLA providers (as described in Section 2 of
this volume) suggest that expanding in the market takes time and that some barriers
persist. Accordingly, while we think that competition in the HNR Area may eliminate BT's
SMP at some point in the future, barriers to entry and expansion mean the extent to which

assessing SMP in the HNR area aims to capture the overall level of constraint exerted by competing networks
with existing or planned presence in the HNR area over the review period.

1202 0penreach did not consider the presence of the third closest competitor to be relevant, since two material
and sustainable competitors are sufficient to be a significant competitive constraint and the availability of PIA
makes the distance parameter irrelevant. We disagree with this. As discussed above, we consider number of
competitors and competitors’ distance from demand sites to be two of the factors affecting competition.
Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 207-208.

1203 We note that these figures remain broadly similar even when including current and potential material and
sustainable competitors with existing or planned build within 100m of demand sites.

1204 This view was supported by VodafoneThree in response to TAR26 March 2025 Consultation. Page 45.
Paragraph 86.

1205 Openreach response to TAR26 March 2025 Consultation. Document 2. Page 66. Paragraphs 205-206.
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it is able to sufficiently develop in this review period is not certain enough for us to find no
SMP in the HNR Area on a prospective basis.

Absence of countervailing buyer power

5.558

5.559

Most businesses will have a choice of two or more alternative suppliers to BT in the HNR
Area, which could be sufficient to make a credible threat to switch away from BT. However,
some of these business customers will likely buy relatively low volumes, as individual
customers, which are unlikely to be large enough to exert buyer power.

Therefore, while we recognise there could be the potential for customers to exert
countervailing buyer power (and this could increase over the review period as competition
continues to evolve), we do not consider it to be sufficiently strong to counteract the other
indicators of BT’s SMP in the HNR Area.

Finding that BT has SMP in the HNR Area

5.560

5.561

5.562

5.563

5.564

5.565

Overall, we consider that the evidence presented above is indicative of BT retaining SMP in
the HNR Area.

The HNR Area has expanded since 2021, and BT’s annual share of LLA circuit ends has been
trending downwards (-[3<] percentage points) between 2020 to 2024.%°% |n addition, the
evidence on the increased share of LLA circuit ends provisioned by LL-only providers
presented in Annex 5 demonstrates that competing networks are successfully winning LLA
business, including wholesale contracts with large telecoms providers (e.g. Sky / ITS deal).

However, despite this, as well as our evidence suggesting that on average there are more
networks present in the HNR Area than there were before, we have yet to see a material
decline in BT’s market share.

Therefore, we disagree with Openreach that we should deregulate the HNR Area since
market shares are trending downward (and — in its view — mean it will likely fall below 60%
during the TAR period).'?*” The downward trend to date cannot simply be extrapolated
forward to infer what will happen in the review period, and so does not, on its own,
demonstrate that competition will develop sufficiently in the review period to remove SMP.
We have instead considered evidence from market shares in the round with the other
evidence set out above to reach our SMP finding.

We consider BT’s high market share of [3<]% across the 2020-24 period reflects the
persistent barriers to entry and expansion in the LLA market described above, which will
take time for competing networks to overcome. This includes the fact that competing
networks are much less frequently fibre-connected than BT, as well as the barriers to
increasing take-up (particularly quickly) such as high switching costs and the importance of
credibility and reputation within the LLA market for winning LLA business.

We therefore find that BT has SMP in the provision of LLA circuits in the HNR Area for this
review period. We note that AllPoints Fibre, CityFibre, Gamma, PIA Coalition, TechUK,
VodafoneThree and Vorboss agreed with this finding.*2%®

1206 See Table A5.17 in Annex 5 for more details.

1207

Openreach response to TAR26 November 2025 Consultation. Page 14. Paragraphs 18-21.

1208 AllPoints Fibre response to TAR26 March 2025 Consultation. Page 7. Paragraph 37. CityFibre response to
TAR26 March 2025 Consultation. Page 147. Gamma response to TAR26 March 2025 Consultation. Page 3. PIA
Coalition response to TAR26 March 2025 Consultation. Page 4. TechUK response to TAR26 March 2025
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The CLA

5.566 We previously found the CLA to be effectively competitive. We therefore do not assess SMP
in the CLA as it does not form part of this review.

Consultation. Page 5. VodafoneThree response to TAR26 March 2025 Consultation. Page 42. Paragraph 80.
Vorboss response to TAR26 March 2025 Consultation. Page 8.
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6. Inter-exchange connectivity
market

6.1 In this section we explain our market definition and SMP assessment for the inter-exchange
connectivity (IEC) market.

6.2 Based on the evidence and having taken into account the responses from stakeholders, we
have decided, in line with the March 2025 Consultation proposals:

a) To define a single product market for IEC services which includes all active services and
dark fibre provided between BT exchanges.

b) To define each BT exchange as a distinct geographic market for the purposes of making
a market power determination. We have concluded that these markets meet the three
criteria test.

c) To conclude that BT has SMP at each BT Only and at each BT+1 exchange, but not at
each new BT+2 exchange.

6.3 The rest of this section covers the proposals we made in our March 2025 Consultation,

stakeholder responses to that consultation and the reasoning behind our decisions for each
of:

a) Product market definition for IEC;
b) Geographic market definition for IEC; and
c) SMP assessment.

Product market definition

Our proposals

6.4 In the March 2025 Consultation, we provisionally concluded that there is a single product
market for IEC services which includes:

a) active services at all bandwidths provided between BT exchanges; and
b) dark fibre between BT exchanges.

6.5 We provisionally excluded:

a) leased line access services; and

b) all trunk services that do not connect between BT exchanges.**%

1209 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.2-6.19.
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Stakeholder responses

6.6 The stakeholders who commented on the product market definition agreed with our

proposals and provisional conclusions. ' *211

Leasedline access and IEC as separate markets

6.7 Openreach agreed with our proposed product market definition. It noted, however, that in

its view any network type could in principle provide an IEC service.'?*?

6.8 VMO?2 agreed that the IEC market remains distinct from the LLA market. It said that while
IEC and LLA services use similar products to support these services, the services have
different purposes and set of potential suppliers. VMO?2 also said that it would likely be
complex for an LLA supplier that only provides end-user site connectivity to rapidly enter
the IEC market to compete.’?3

Our reasoning and decisions

6.9 For the reasons set out below, we define a single product market for IEC services which
includes active services at all bandwidths and dark fibre between BT exchanges.

Background

6.10 IEC services carry aggregated traffic between BT exchanges located in different geographic
areas. IEC services typically use similar products to those in the LLA market, such as leased
lines at different bandwidths and dark fibre.

6.11 IEC services are a type of trunk segment. Trunk segments carry aggregated traffic between
points of aggregation. We have previously concluded that a presumption of
competitiveness was appropriate for other types of trunk connections.**!* 121> \We have also
previously found a number of exchanges to be effectively competitive.'?'® Neither other
types of trunk connections nor previously deregulated exchanges form part of this

review.?’

1210 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 43. CityFibre response to TAR26
March 2025 Consultation. Page 148. INCA response to TAR26 March 2025 Consultation. Paragraphs 337-339.
Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 209. TechUK response to
TAR26 March 2025 Consultation. Virgin Media O2 response to TAR26 March 2025 Consultation. Pages 32 and
50. VodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraphs 101-102.

1211 \We note that VodafoneThree recommended, along with its response to the product market definition, that
we engage with industry stakeholders in advance of the next review period starting in 2031, to understand
how retailers’ networks will be impacted by Openreach’s Exchange Exit, particularly in relation to the
continuity of interexchange connectivity and the implications for backhaul resilience. VodafoneThree response
to TAR26 March 2025 Consultation. Section 3. Paragraphs 102-106.

1212 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 209.

1213 Virgin Media 02 response to TAR26 March 2025 Consultation. Pages 32 and 50.

1214 sych as connections to telecoms provider network nodes and connections to data centres that can both be
used as points of aggregation.

1215 gee Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed
Telecoms Market Review 2021-26. Volume 2. Paragraph 6.130.

1216 See Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed
Telecoms Market Review 2021-26. Volume 2. Paragraphs 8.304-8.306, 8.316-8.319.

1217 any reference in this Statement to ‘each BT exchange’ or ‘BT exchanges’ should be taken to exclude BT
exchanges that have already been deregulated. However, for completeness and ease of reference, Schedule 4
to our SMP conditions in Volume 7 includes a complete list of IEC exchanges, including those exchanges that
have already been deregulated.
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6.12

6.13

6.14

6.15

6.16

BT exchanges act as network nodes. They are used to aggregate traffic and can act as
interconnection points between networks and other network nodes. Demand for IEC comes
from telecoms providers that need to carry aggregated traffic between BT exchanges to
reach their own networks.

Telecoms providers have historically been particularly reliant on access to BT exchanges to
be able to use BT’s wholesale access services and backhaul this traffic to their own
networks. Some altnets are also reliant on connectivity to BT exchanges where they have
built their own fixed access network in a BT exchange area and need to backhaul this access
traffic to their own core and/or backhaul network.

Where other operators with nearby networks are connected to BT exchanges (either
directly or indirectly), they may provide competition to Openreach as providers of IEC
services. In some cases, these providers of IEC services use BT exchanges as a hub to
connect to one or more buyers of IEC services rather than requiring buyers of IEC services
to connect to their network outside the exchange.

We see that the market for IEC has been broadly stable since WFTMR21. We have seen
limited entry and exit by different providers, and limited expansion by existing providers. As
set out below, we expect this to continue over the review period.

As in the March 2025 Consultation, we note that future developments, such as greater
competition from altnets in downstream access markets and Openreach’s exchange closure
programme, may affect competitive conditions in the future. However, the impact of these
developments is uncertain, and we do not consider that they will happen soon enough to
have a material impact on our assessment for this review period.?!® 1219

Our approach

6.17

As we explained in the March 2025 Consultation, as IEC services typically use similar
products to those in the LLA market (i.e. leased lines and dark fibre), we consider a similar
set of potential substitutes. Specifically, we first consider whether the product market
should include all bandwidths of IEC services. We then consider whether LLA services
should be considered as part of the IEC market.

All bandwidths and dark fibre for IEC are in the same product market

6.18

6.19

6.20

As we set out in the March 2025 Consultation, where a telecoms provider is already
connected to a BT exchange, it can offer a full suite of bandwidths relatively quickly and at
little incremental cost, constraining a hypothetical monopolist of a given bandwidth.

Similarly, an inter-exchange dark fibre provider already connected to a BT exchange would
be able to start supplying active IEC services by purchasing and installing equipment at each
end of the circuit, relatively quickly and at minimal cost.

Therefore, we conclude that all bandwidths used for IEC services, and dark fibre between
BT exchanges, are in the same product market.

1218 \We set out Openreach’s current exchange exit plan, and its implications, in more detail in Volume 3,

Section 3. Given that relatively few exchanges are expected to close during this review period, we do not
anticipate there will be a material impact on competition in the IEC market more widely.

1219 We note that some stakeholders have views about these future developments and how they impact

competition in the market. As these relate to the geographic market definition, we address them in that

section.
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Leasedline access and IEC as separate markets

6.21 As |EC services typically use similar products to those in the LLA market (i.e. leased lines and
dark fibre), we considered the potential for those services to be part of the same product

market as IEC services.'??°

6.22 However, while IEC services typically use similar products to those in the LLA market, they
are used for a different purpose. Specifically, IEC circuits carry aggregated end-user traffic
over larger distances than access circuits which connect within, rather than between,
geographic areas. We also understand that higher bandwidths account for a greater
proportion of IEC circuits, reflecting the greater capacity generally needed to carry the
traffic of multiple access circuits and/or backhaul circuits.*?! 1222

6.23 We disagree with Openreach’s suggestion that networks are able to easily engage in supply
side substitutability of any network type into an IEC service.*??* A supplier of LLA services to
a particular end-user site would not be able to easily switch to supplying inter-exchange
connectivity services as it would need to build a sufficient backhaul network to do so.*?* An
access network topology connecting multiple end-users to a single aggregation point within
a local geographic area is not set up to deliver IEC circuits - in fact it requires IEC circuits to
provide an end-to-end service. Therefore, only LLA service providers with their own
backhaul networks and backhaul-focused service providers are able to provide an inter-
exchange connectivity service. VMO2 agreed that it would likely be complex for an LLA
supplier that only provides end-user site connectivity to rapidly enter the IEC market to
compete.'?®

6.24 Therefore, the different purpose of IEC services, compared to LLA services, leads to a
difference in competitive conditions.

6.25 Accordingly, we conclude that there is a separate market for IEC services.

Our conclusions on product market definition

6.26 For the reasons set out above, we define a single product market for IEC services which
includes active services at all bandwidths and dark fibre between BT exchanges.

1220 As discussed in Section 5 of this volume, we have defined a leased line access product market which
excludes IEC services.

1221 [X]

1222 7o clarify, when we describe IEC services as typically using similar products to those in the LLA market, we
do not refer to leased line equivalent services. In any case, we do not consider leased lines equivalent services
to be in the same product market as IEC services for similar reasons. We also note Openreach’s comment that
its view on the substitutability of leased line equivalent services and broadband services in the LLA market
does not carry through to the IEC market because of, for example, the higher bandwidth needs for carrying
aggregated traffic between exchanges. Openreach response to TAR26 March 2025 Consultation. Document 2.
Paragraph 209. We agree that leased line equivalent services, defined in Section 5 of this volume, and which
are delivered over XGS-PON networks currently, are not technically suited to provide IEC links due to these
higher bandwidth requirements.

1223 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 209.

1224 Similarly, we consider that a supplier of WLA services would not be able to easily switch to supplying inter-
exchange connectivity services for the same reason.

1225 Virgin Media O2 response to TAR26 March 2025 Consultation. Page 32.
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Geographic market definition

Our proposals

6.27 In the March 2025 Consultation, we proposed to define each BT exchange as a distinct

market.'?%®

6.28 We explained that competition is for the supply of backhaul connectivity between network
nodes located at BT exchanges.'??’

6.29 We recognised that competitive conditions can vary on a route-by-route basis but
provisionally ruled out a route-by-route analysis and instead, proposed a methodology
based on the presence of rival networks at each BT exchange. We refer to these rival
networks as Principal Core Operators (‘PCOs’).1%%®

Stakeholder responses

6.30 Several stakeholders agreed with our proposals on the geographic market definition.'??°

Some stakeholders disagreed with our proposals. We set out the points that they raised
below.

Each BT exchange as a geographic market

6.31 INCA, VMO2 and VodafoneThree agreed with our proposal to define each BT exchange as a
geographic market.*?3°

6.32 Openreach did not agree with the proposed geographic market definition. It said that
because IEC services are a type of trunk service, it considers that IEC connectivity is part of
the trunk market and is effectively competitive. Openreach said that by focusing on IEC
between BT exchanges, the approach effectively defines a backhaul market, but only for BT.

1226 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.20-6.25.

1227 0fcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.22.

1228 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.26.

1229 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 43. CityFibre response to TAR26
March 2025 Consultation. Page 148. INCA response to TAR26 March 2025 Consultation. Paragraph 340.
TechUK response to TAR26 March 2025 Consultation. Virgin Media O2 response to TAR26 March 2025
Consultation. Pages 32 and 50. VodafoneThree response to TAR26 March 2025 Consultation. Section 3.
Paragraph 107.

1230 INCA response to TAR26 March 2025 Consultation. Paragraph 340. Virgin Media 02 response to TAR26
March 2025 Consultation. Pages 32 and 50. VodafoneThree response to TAR26 March 2025 Consultation.
Section 3. Paragraph 107.
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Openreach said we did not assess backhaul routes of other providers, which Openreach
said overlap materially with the potential routes between BT exchanges.?3! 1232 1233

Route-by-route approach

6.33 VMO?2 and AllPoints Fibre supported our proposed methodology based on presence of rival
networks at BT exchanges. VMO2 noted there is little practical or analytical benefit in
seeking to adopt a more complex route-by-route approach.?** AllPoints Fibre agreed that
categorising exchanges according to the number of Openreach connectivity competitors
present is the simplest way to assess their competitiveness.?*°

6.34 In contrast, INCA and Ogi highlighted that the presence of PCOs at exchanges does not
necessarily mean that there are commercial backhaul services available to the nearby
exchanges which an altnet needs to connect to. Their concern is that this may mean that
there is neither commercial nor regulated backhaul in some instances.'**® INCA suggested
that beyond counting PCO presence in an exchange, Ofcom should ascertain what
connectivity the PCO can offer from that exchange. INCA further suggested that, in cases
where neither of the two PCOs present at an exchange can offer the connectivity required
by altnets, that exchange should be designated BT Only.*?%’

Our reasoning and decisions

6.35 For the reasons set out below, we confirm our proposals to define each BT exchange as a
distinct market and to maintain our methodology based on presence of rival networks at BT
exchanges.

Each BT exchange as a geographic market

6.36 In the March 2025 Consultation, we explained that telecoms providers use IEC connections
from a given BT exchange in order to backhaul aggregated access traffic from an access
network (which could be either BT’s or that of a third party) within that local access
exchange area. This aggregated access traffic is then carried from the BT exchange to
another BT exchange for connection to a wider core/backhaul network. Competition is for
the supply of backhaul connectivity between network nodes located at BT exchanges.

1231 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 210-214.

1232 1n jts consultation response, Openreach also added that an IEC geographic market definition based on
individual exchanges is flawed because of the circularity between the presence of PCOs and the remedies,
explaining that once a CP invests to take DFX at an exchange, the CP becomes present at that exchange, and
the exchange may no longer be susceptible to remedies at a future market review. See Openreach response to
TAR26 March 2025 Consultation. Document 2. Paragraph 215. As a clarification, this is not the case — based on
the modelling approach, a PCO is not counted as present at an exchange when it uses an Openreach DFX
circuit to connect at an exchange. Rather, a PCO is present at an exchange if the PCO or a third-party CP
indicates that it connects to the PCO’s own network for core and/or backhaul purposes. See Annex 6 for
further details on the modelling approach.

1233 Openreach also said that a wider set of PCOs should have been considered in the analysis. See Openreach
response to TAR26 March 2025 Consultation. Document 2. Paragraph 216. In our SMP assessment below we
set out the PCOs that we have considered in our analysis and the reasoning for considering those PCOs.

1234 Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 117.

1235 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 43.

1235 INCA response to TAR26 March 2025 Consultation. Paragraph 343. Ogi supplementary information
provided in response to TAR26 March 2025 Consultation.

1237 INCA response to TAR26 March 2025 Consultation. Paragraph 343.
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6.37

6.38

6.39

6.40

6.41

6.42

BT has over 5,000 exchanges, many of which have no or limited choice of providers offering
inter-exchange services to backhaul aggregated traffic. This remains critical for access-
based competition. In particular, telecoms providers require connections between BT
exchanges in order to make use of regulated products at those exchanges (notably, access
to WLA and LL Access remedies where we find BT holds SMP in those markets).

In addition, connectivity between BT exchanges is also important for network-based
competition. Some altnets are reliant on connectivity between BT exchanges, where they
have built their own fixed access network in a BT exchange area and need to backhaul this
access traffic via BT exchanges to their own core and/or backhaul network. For instance,
INCA said that although some altnets may not be direct consumers of BT exchange services,
they could still depend on providers offering services from BT exchanges. For example, they
may receive backhaul services from CPs operating in BT exchanges.'**® AllPoints Fibre noted
that linking BT exchanges is critical to the development of competition in the WLA and LLA
markets, but the costs of replicating Openreach’s interconnectivity are vast, and, in most
exchanges, IEC competitors to Openreach have not emerged.'?*°

Therefore, in response to Openreach’s view that IEC connectivity is part of the trunk
market, we remain of the view that we should focus on connectivity between BT exchanges.
We do not consider other trunk segments that do not provide connections between BT
exchanges to be a substitute for IEC services, and expect that to be the case during the
review period. We note that future developments, such as greater competition from altnets
in downstream access markets and Openreach’s exchange closure programme, may change
this. For example, they may result in less reliance on BT exchanges (and therefore IEC
circuits) for competition, such that there might be greater substitutability between
connections between BT exchanges and other trunk connections. However, the impact of
these developments is uncertain, and we do not consider that they will happen soon
enough to have a material impact on our assessment for this review period.

Furthermore, in the March 2025 Consultation we considered whether IEC services from a
particular BT exchange are likely to be substitutes for IEC services from another BT
exchange. Given that IEC links are used for carrying aggregated traffic from a BT exchange,
we considered that connections from one BT exchange are unlikely to be substituted by a
connection from a BT exchange at a different geographic location.

As result of this, our analysis focused on competitive conditions at each exchange and the
ability of providers other than BT to provide inter-exchange services from that BT exchange.
We considered that competitive conditions could vary at each BT exchange, based on the
number of rival networks which are present at each exchange.

We remain of the view that our analysis should focus on competitive conditions at each
exchange and the ability of providers other than BT to provide inter-exchange services from
that BT exchange. Therefore, in line with our proposal in the March 2025 Consultation, we
have decided to define each BT exchange as a distinct geographic market.

1238 INCA response to TAR26 March 2025 Consultation. Paragraph 352.
1239 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 45.
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Route-by-route approach

6.43 Following specific concerns raised by INCA and Ogi that our proposed approach could
potentially result in overstating the level of competition at an exchange, we have given
further consideration to the appropriateness of our proposed approach.

6.44 As noted above, our analysis focused on the ability of providers other than BT to provide
inter-exchange services from that BT exchange. We recognise that competitive conditions
can vary on a route-by-route basis. However, it is unclear that a route-by-route analysis
would necessarily better reflect competitive conditions than a methodology based on
presence of rival networks at BT exchanges. For example, an exchange-based approach is
more easily able to account for the possibility that buyers may see different routes between
BT exchanges, or combinations of routes, as substitutes to meet their backhaul needs than

a route-by-route analysis.*?*

6.45 Further, it would be more onerous and impractical for both us and telecoms providers if we
were to assess competitive conditions for each and every current and potential inter-
exchange connectivity route, 24! 1242

6.46 In practice, we also note that no stakeholder indicated that it had issues procuring IEC
services in the exchanges we provisionally identified as new BT+2 exchanges in the March
2025 Consultation.*?*?

6.47 Other stakeholders supported our proposed methodology based on presence of rival
networks at BT exchanges.'**

6.48 For the reasons set out above, we consider the exchange-based approach that we proposed
in the March 2025 Consultation to be appropriate.

Application of the three criteria test
Our proposals

6.49 In this subsection, we consider whether the three criteria set out in section 79(2B) of the
Act are met in relation to the IEC markets.

6.50 As set out in Annex 1, in determining whether to identify a market for the purposes of
making a market power determination, we must consider whether the three criteria set out
in subsection 79(2B) of the Act are met. Where we do not consider that the three criteria
are met, we may not identify a market for this purpose.

124010 addition, a route-by-route analysis based on existing routes may reduce buyers’ and sellers’ incentives
to innovate in how they configure their networks. Using an exchange-by-exchange analysis is more likely to
reduce this risk.

1241 For example, assessing competitive conditions on a route-by-route basis would materially increase the
volume of data required from telecoms providers.

1242 This is consistent with our view when we have previously considered a route-by-route methodology, in the
BCMR 2019, and again in WFTMR21. See Ofcom. March 2021. Promoting investment and competition in fibre
networks — Wholesale Fixed Telecoms Market Review 2021-26, Volume 2, Paragraph 8.298.

12431 addition, we consider that the risk that our exchange-based approach potentially overstates competitive
conditions is low in practice, and therefore not sufficient to justify a route-by-route approach. This is because it
would only be a risk for exchanges where we do not find SMP. As set out below, these account for less than 2%
of exchanges assessed in this review, and among these exchanges, we also find that at least [3<].

1244 plIPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 43. Virgin Media O2 response to
TAR26 March 2025 Consultation. Paragraph 117.
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6.51 As discussed above, we assess the three criteria at a general level, taking into account
overall characteristics and structure in the relevant product market. We consider
competition at a sub-national level in our SMP assessment.

6.52 In the March 2025 Consultation, we explained that the IEC markets which we proposed to
define met the three criteria test.***

Stakeholder responses

6.53 CityFibre, VMO2, VodafoneThree and TechUK agreed with our provisional conclusion on the
application of the three criteria test. Openreach disagreed.'**

High and non-transitory barriers to entry

6.54 While Openreach disagreed that there are high and non-transitory barriers to entry in the
IEC market, VodafoneThree and VMO2 supported our provisional conclusion.

6.55 Openreach considered that the ability to use PIA means there are no material barriers to
entry in the provision of IEC.'**” VodafoneThree, on the other hand, noted that the use of
PIA for IEC services is limited, particularly where resilience and route diversity are critical.
As such, VodafoneThree said that the operational complexity, long lead times, and capital
intensity of IEC deployment constitute a substantial and enduring barrier to entry and

expansion, particularly as dig distances are long relative to those for access connections.'**®

6.56 In addition, while Openreach indicated that there are a range of suppliers that offer
aggregated services to suggest that there are no material barriers to entry,*?*
VodafoneThree explained that it has not observed material changes in competitive
presence at most exchanges, nor does it anticipate significant build-out during the review
period.'>** VMO2 added that while altnet consolidation during the review period may stitch
together networks in a way that allows these combinations to link exchanges, increasing IEC
supply at certain exchanges, this would take time and would be dependent on the specific
entities that might combine, such that it is not practicable to consider this potential
prospectively.'?!

6.57 VMO?2 added that any pre-existing barriers will only be compounded by BT’s forthcoming
exchange closure programme.*?>2
Markets which do not tend towards effective competition

6.58 Openreach considered that we have not carried out a sufficiently forward-looking
assessment of infrastructure-based competition to assess whether the market structure
tends towards effective competition during the review period.'?>

1245 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.27-6.38.

1245 CityFibre response to TAR26 March 2025 Consultation. Page 148. Openreach response to TAR26 March
2025 Consultation. Document 2. Paragraphs 217-220. TechUK response to TAR26 March 2025 Consultation.
Virgin Media 02 response to TAR26 March 2025 Consultation. Pages 32 and 50. VodafoneThree response to
TAR26 March 2025 Consultation. Section 3. Paragraphs 108-111.

1247 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 218.

1248 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraphs 108-110.

1249 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 218.

1250 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 110.

1251 Virgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 119.

1252 \Virgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 118.

1253 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 219.
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6.59 VodafoneThree and VMO?2 said that the market does not tend towards effective
competition. VMO2 noted that this is particularly the case due to the imminent exchange
closure programme.*?** As noted above, VodafoneThree explained that it has not observed
material changes in competitive presence at most exchanges, nor does it anticipate
significant build-out during the review period.'*>

Insufficiency of competition law

6.60 Openreach considered that competition law should be sufficient to address any remaining
competition concerns, when starting from market definitions that recognise a wider scope
than solely routes between BT exchanges.?*® 127 |n contrast, VodafoneThree and VMO2
agreed that competition law is not sufficient given the importance of IEC services in
supporting downstream markets.!>>®

Our reasoning and decisions

High and non-transitory barriers to entry

6.61 As set out below, and as supported by VodafoneThree,?*° the sunk costs of constructing an
inter-exchange network of significant scale (e.g. long dig distances compared with access
connections) act as barrier to entry and expansion in IEC markets.

6.62 As Openreach noted in its consultation response,**®® we recognise that in principle, a

provider could use PIA to connect to a BT exchange and/or to build an IEC circuit, and this
can reduce the time and cost of network build. However, for IEC connections, we expect PIA
usage to be limited, given the large distances involved in providing IEC services (meaning
they would be more likely to incur excess construction charges and be more difficult to
repair). We note that with Openreach’s Exchange Exit programme, these distances may
increase over time. VodafoneThree also noted the limited applicability of PIA particularly
where resilience and route diversity are critical.*?®*

6.63 We cannot rule out the possibility that, in future, PIA may have a greater impact in reducing
the time and cost for providers near to BT exchanges to connect to those exchanges.
However, this is uncertain, and in general, as set out below, PIA does not appear to have
had a material impact on providers’ future plans for the IEC market. We also anticipate that
providers may have reduced incentives to invest in further rollout to BT exchanges in the
run-up to exchange closures.'?¢?

6.64 This is consistent with what we have seen in practice. As set out below, we have seen
limited entry and exit by different providers, and limited expansion by existing providers,
since 2021.%%%% We expect this to continue over the review period, based on the evidence
we have received from providers on their plans for the market. Most providers told us that

1254 \/irgin Media 02 response to TAR26 March 2025 Consultation. Paragraph 120.

1255 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 110.

1256 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 220.

1257 As this comment overlaps with Openreach’s comment on the geographic market definition, we address it
above in our geographic market definition.

1258 \/irgin Media O2 response to TAR26 March 2025 Consultation. Paragraph 120. VodafoneThree response to
TAR26 March 2025 Consultation. Section 3. Paragraph 110.

1259 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 108.

1260 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 218.

1261 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 109.

1262 This was noted by [3<]. [3<] response dated [$<] to s135 notice dated [<], question [<].

1263 Table A6.2 in Annex 6 sets out the number of exchanges where we find an increase in rival PCO presence
since 2021. This is a very small proportion of the total number of BT exchanges.

253


https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-2.pdf?v=411289
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vmo2.pdf?v=402087
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/openreach-2.pdf?v=411289
https://www.ofcom.org.uk/siteassets/resources/documents/consultations/category-1-10-weeks/consultation-telecoms-access-review-2026-31/main-documents/stakeholder-responses-to-our-march-2025-consultation/vodafone.pdf?v=402088

they have no firm plans to roll out to additional exchanges during the review period.*?%* 126>
[3<] indicated plans to expand backhaul and/or core presence to additional BT exchanges,
including 50-70 ([<]) exchanges potentially using own infrastructure to connect to the
exchanges ([<]).12%° [3<]. Where other providers ([3<]) indicated plans to roll out to
specific additional exchanges during the review period, [3<], and so we do not consider that
these plans will have a material impact of the IEC market during the review period.?%’

6.65 In addition, as VMO2 suggested, consolidation of networks could lead to entry and
expansion in the market. However, this would take time and would be dependent on the
specific entities that might combine, such that it is not practicable to consider this potential
prospectively.

6.66 Therefore, high and non-transitory barriers to entry and expansion are likely to persist.
Markets which do not tend towards effective competition

6.67 Many BT exchanges have no competitors to BT, or only one competitor is present. This has
not materially changed since the WFTMR21 and we do not expect there to be significant
build out to these exchanges during the review period. As noted above, VodafoneThree also
said that it has not observed material changes in competitive presence at most exchanges,
nor does it anticipate significant build-out during the review period.!%®

6.68 We disagree with Openreach’s comment that our assessment is not sufficiently forward-
looking. As set out above, we have considered PCO’s future plans and potential market
developments, and in our view, these do not indicate that competition is likely to materially
increase in these markets.

6.69 Accordingly, we do not consider that IEC markets will tend towards effective competition at
a national level. We take account of sub-national competition in our SMP assessment.
Insufficiency of competition law

6.70 IEC services at these BT exchanges are important to the state of competition in WLA and
LLA markets. Our main concerns are:***

1264 13<] response dated [$<] to s135 notice dated [5<], question [5<]. [¥<] response dated [$<] to s135 notice
dated [3<], question [2<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response
dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated [<] to s135 notice dated [3<],
question [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [3<] response dated [3<] to
s135 notice dated [3<], question [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [<]
response dated [2<] to s135 request dated [3<], question [$<]. [3<] response dated [3<] to s135 notice dated
[3<], question [3<]. [¥<] response dated [3<] to s135 notice dated [3<], question [3<]. [$<] response dated
[3<] to s135 notice dated [$<], question [2<]. [3<] response dated [$<] to s135 notice dated [3<], question
[3<]. [2<] response dated [$<] to s135 notice dated [3<], question [<]. and [3<] response dated [$<] to s135
notice dated [3<], question [3<].

1265 One provider [$<], noted that while it had no specific plans to connect to additional BT exchanges at this
stage, it is likely to pass and connect to more BT exchanges during the period to 2031. [3<]. See [3<] response
dated [3<] to s135 notice dated [3<], question [3<].

1266 See [3<] response dated [3<] to s135 notice dated [$<], question [¥<].

1267 see [3<] response dated [$<] to s135 notice dated [3<], questions [3<]. [3<] response dated [3<] to s135
notice dated [3<], question [$<]. [3<] response dated [3<] to s135 notice dated [3<], questions [<]. and [3<]
response dated [3<] to s135 notice dated [$<], question [<].

1268 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 110.

1269 \We set our competition concerns in relation to IEC services in more detail in Volume 2, Section 7.
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a) the risk of excessive pricing of IEC services which could result in high prices for end-
users; and

b) the risk that providers and altnets would be unable to backhaul traffic from their access
networks to their core networks where they need inter-exchange connections.

6.71 We do not consider ex post competition law would be sufficient to address these concerns
for the following reasons:

a) given that it is unlikely that competitors will build to many of these exchanges, we
consider that some form of ex ante network access obligation is required to ensure
effective competition;

b) there is a need for timely and efficient intervention to avoid adverse effects on those
providing services in IEC, as well as WLA and LLA markets, and the end-users of those
services;

c) if BT engaged in the behaviour mentioned in the Paragraph 6.70 above, there is a risk of
long-term, irreversible damage to competition in these markets;

d) ex ante regulation provides clarity and certainty to BT and other providers of leased
lines; and

e) the response to anti-competitive behaviour may not be sufficient to prevent harm in
certain circumstances.

6.72 For the reasons set out above, we consider that competition law would not be sufficient by
itself to address concerns in IEC markets at a national level and therefore ex ante regulation
is necessary to maintain effective competition.

Our conclusions on geographic market definition and the
three criteria test

6.73 We conclude that the three criteria test is met.

6.74 We have decided to identify each BT exchange as a distinct market for the purposes of
making a market power determination.*?”°

SMP assessment

Our proposals

6.75 In the March 2025 Consultation, we conducted a significant market power (SMP)
assessment for the markets we provisionally identified. Specifically, we examined whether
any provider has SMP in the provision of IEC in the markets identified. We assessed SMP
based on presence by PCOs at a BT exchange, as we considered this was the best available
indicator of competitive conditions in IEC.*2"!

6.76 We provisionally concluded that BT has SMP in wholesale IEC services at each BT Only and

at each BT+1 exchange.*?’?

1270 For the avoidance of doubt, we define each such BT exchange that is currently active at the date of
publication of this document, including those which are scheduled to close during the review period.

1271 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraphs 6.40-6.72.

1272 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.68-6.70.
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6.77 We provisionally concluded that BT does not have SMP in wholesale IEC services at each
new BT+2 exchange.?””?

Stakeholder responses

6.78 Several stakeholders agreed with our provisional conclusions on the SMP assessment.*?’*
Some stakeholders disagreed on particular issues, which we set out below.

Identification of PCOs

6.79 Openreach, INCA and PXC provided comments in relation to our proposed list of PCOs.
Openreach and PXC disagreed with our proposals, whereas INCA supported our proposals.

6.80 Openreach suggested we should have considered a wider set of PCOs in the analysis,
including competitors that do not have substantial coverage and are present at a more
focused set of exchanges, given we define each exchange as its own geographic market.
Openreach also indicated that PIA users could potentially provide IEC services, and are

therefore competitors or potential competitors on IEC services.?’®

6.81 In addition to suppliers that may compete directly with Openreach in the provision of fibre
between exchanges, Openreach said that it faces competitive constraint on its active pricing
from suppliers that use Openreach fibre. Specifically, entities that purchase Openreach’s
DFX product and resell backhaul using that Openreach fibre (i.e. they resell optical
wavelengths over an Openreach fibre). Openreach noted this includes [3<].127®

6.82 PXC considers none of our proposed PCOs apart from [3<] to be material competitors to
Openreach. PXC added that these other providers have small footprints and that the costs
associated with using multiple providers are high compared to the potential benefits. PXC
added that FTTP altnets will not be attractive suppliers of IEC circuits. It explained that even
if an altnet has material coverage, because their footprint is geographically dispersed, they
will be unable to provide many IEC routes.*?”’

6.83 INCA said it agreed with the proposed list of PCOs. INCA adds it is important that only
providers that are present in BT exchanges and that offer commercial backhaul services are

considered.*?”®

Exchange exit

6.84 INCA said that it is likely that PCOs will exit exchanges significantly in advance of some
exchange closure dates, such that exchanges would need to be re-classified. It explained
that if commercial backhaul providers exit exchanges, then they need to be replaced by
regulated backhaul provision. Otherwise, it said it could result in some full-fibre

1273 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Volume 2. Paragraph 6.71-6.72.

1274 AllPoints Fibre response to TAR26 March 2025 Consultation. Paragraph 43. CityFibre response to TAR26
March 2025 Consultation. Page 148. INCA response to TAR26 March 2025 Consultation. Paragraph 345. Virgin
Media 02 response to TAR26 March 2025 Consultation. Paragraph 121. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraphs 112-121.

1275 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 216 and 225.
Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 228.

1277 pXC response to TAR26 March 2025 Consultation. Paragraphs 4.4-4.7.

1278 INCA response to TAR26 March 2025 Consultation. Paragraph 342. We note that in INCA’s consultation
response, INCA said Ofcom proposed the PCOs to be Neos Networks (previously SSE), VMO2, Vodafone and
Zayo. As a clarification, we also proposed Colt and Lumen (previously CenturyLink) to be a (single) PCO.

1276
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deployments becoming unviable due to the extremely high BT unregulated commercial
inter-exchange backhaul prices. INCA asked that Ofcom reviews the classifications on an
annual basis to ensure that there is continuous backhaul available for altnets.*?”®

BT has SMP in BT Only and BT+1 exchanges, and no SMP in BT+2 exchanges

6.85 Openreach disagreed with our proposed SMP findings. Openreach added that competition
from trunk services is relevant regardless of whether we view such services as within or
outside the market.?

6.86 INCA and VodafoneThree agreed with our provisional conclusions.*?®! VodafoneThree
explained that at BT Only and BT+1 exchanges it continues to rely on BT/Openreach due to
the absence of viable alternatives. It added that the lack of competitive infrastructure,
combined with high barriers to entry and limited commercial incentives for new build,
reinforces BT’s ability to act independently of competitors and customers, including
charging materially above cost for IEC services in these exchanges.

6.87 VodafoneThree agreed that there is sufficient presence of alternative providers at BT+2
exchanges to fall outside the SMP designation. VodafoneThree said [$<]. It said that the
presence of at least two alternative providers introduces a degree of competitive constraint
that can influence pricing and service terms. However, it noted that this competition is
often limited to specific routes or configurations and may not be sufficient to support full
substitutability across all use cases.

6.88 VodafoneThree added that the emergence of new FTTP networks is not increasing
competition in the IEC market. VodafoneThree explained that these networks are not being
built to replicate BT/Openreach’s inter-exchange topology and are instead focused on
access connectivity. As such, they do not provide a meaningful alternative for IEC services.
VodafoneThree added that with the BT exchange exit programme, drivers of competition,

such as co-location and route-based build, are being disrupted. 1?82

Our reasoning and decisions

6.89 For the reasons set out below, we confirm our proposals in relation to the PCOs we
identified, the approach we take to model competitive presence, and our SMP findings.

Approach and evidence considered

6.90 In the March 2025 Consultation, we considered that only a subset of telecoms providers are
able to act as effective competitors in the market for wholesale IEC services. We called
these providers PCOs, and explained the criteria and evidence used to determine which
providers were PCOs.

6.91 We assessed SMP based on presence by PCOs at a BT exchange. We considered that this

was the best available indicator of competitive conditions in IEC.'%3

1279 INCA response to TAR26 March 2025 Consultation. Paragraph 344-347.

1280 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraphs 221-224.

1281 INCA response to TAR26 March 2025 Consultation. Paragraph 345. VodafoneThree response to TAR26
March 2025 Consultation. Section 3. Paragraphs 112-121.

1282 \JodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraphs 112-121.

1283 We often use market shares in assessing SMP. However, we considered that market shares are a less
valuable indicator of market power in the case of markets for IEC services. Once equipment is installed a PCO
can quickly increase sales by adding additional customers at minimal incremental cost. Therefore, where
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Identification of PCOs

6.92

6.93

6.94

6.95

6.96

6.97

6.98

To be an effective constraint, we consider that a provider needs to:

a) own their own infrastructure;
b) have a substantial IEC coverage footprint; and,
c) currently offer wholesale IEC services to other telecoms providers.

In our judgment these criteria are appropriate as they are indicative of an ability to supply
backhaul services in competition with BT.

This means that we do not consider as PCOs providers that are not currently offering IEC
services, irrespective of their network footprint. We also do not consider as PCOs providers
whose network footprint is insufficient to be able to offer IEC services across a large
number of exchanges.

As PXC also suggests,?®* buyers of IEC services will prefer to buy from fewer backhaul
providers to minimise the operational complexity and additional costs associated with
purchasing backhaul from multiple providers. In addition, it allows buyers of IEC services to
potentially benefit from more attractive commercial terms associated with large volume
purchases. Therefore, a substantial network footprint is required in order to act as an
effective competitor in the market for wholesale IEC services.'?®*

We therefore disagree with Openreach’s suggestion that we should consider providers with
a smaller footprint that are present at a more focused set of exchanges as competitors. As
explained above, what matters for competition in IEC is having a substantial network
footprint, which means connections can be provided across a large number of exchanges.
As such, we have included providers who have substantial footprint in our list of PCOs.

Similarly, we disagree with Openreach’s comment that any PIA user provides an effective
competitive constraint. As explained in our conclusions on the application of the three
criteria test, we cannot rule out the possibility that PIA may in time have a greater impact in
reducing the time and cost for providers near to BT exchanges to connect to those
exchanges. However, this is uncertain, and in general, as set out below, PIA does not appear
to have had a material impact on providers’ future plans for the IEC market.

We also do not agree with Openreach’s comment in relation to the competitive constraint
it faces on its pricing of active products from suppliers that use Openreach fibre. We do not
consider that we should account for this constraint in our competition assessment as in
these instances there is no competing infrastructure present. In addition, any constraints
from these services are reliant on regulation. Under the modified Greenfield approach,
absent that regulation, Openreach would be able to set higher prices or even stop supplying
such products that suppliers use to resell active backhaul. Therefore, we do not consider

present, a PCO provides a competitive constraint, even where it has a limited share of current sales.
Conversely, this also means that a PCO with a high share of sales at any individual BT exchange would not
necessarily be an indicator of BT not having SMP, especially given BT’s other competitive advantages (in
particular, its ubiquitous network). Further, there are a number of practical constraints which make the
calculation of market shares challenging.

1284 pXC response to TAR26 March 2025 Consultation. Paragraphs 4.6.

1285 We recognise the importance of resilient backhaul solutions for some purchasers in some situations.
However, we do not consider that we need to explicitly take this into account in our approach as we consider
that IEC links for resilience (or IEC links with an optional resilient path) from Openreach are available to
downstream purchasers.
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that Openreach faces a competitive constraint on its active pricing from suppliers that use
Openreach fibre under the modified Greenfeld approach.

6.99 We have gathered evidence to assess which providers should be considered PCOs as part of
this market review. We assess whether a provider meets the above criteria to be
considered to be a PCO in the round.

6.100 In 2021, we identified eight PCOs — CenturyLink (now Lumen), CityFibre, Colt, eircom, SSE
(now Neos Networks), VMO2, Vodafone (now VodafoneThree) and Zayo.

6.101 For the purposes of the March 2025 Consultation, we first considered whether these
providers should continue to be considered as a PCO. We provisionally concluded that Neos
Networks (previously SSE), VMO2, Vodafone (now VodafoneThree) and Zayo continued to
meet the criteria for a PCO. We noted that Colt and Lumen (previously CenturyLink) had
merged, and so no longer acted as separate constraints.'?®® We therefore considered them
to be a single PCO for the purpose of our analysis. We provisionally concluded that this
merged entity met our criteria for a PCO. Separately, we noted our understanding that
CityFibre and eircom are not currently offering wholesale IEC services to third
parties.*?®” We therefore provisionally concluded that CityFibre and eircom did not meet
the criteria to be a PCO.

6.102 We then considered whether any additional providers now met the criteria to be
considered a PCO. Based on information collected from additional providers which are not
currently PCOs and our assessment of the market, we provisionally concluded that no other
providers met our criteria for a PCO. In particular, we did not consider that there are any
alternative providers of IEC services that have, or are likely to have, a large enough
footprint in order to act as a material competitive constraint in the provision of IEC services
during the review period.

6.103 We disagree with PXC’s suggestion that none of the providers apart from [3<] are a strong
alternative to Openreach and so provide no material constraint. Each of the providers that
are considered as a PCO meets the criteria we consider necessary to be a competitor and
acts as a constraint on Openreach to some material degree. INCA said it agreed with the
proposed list of PCOs.

6.104 We therefore conclude that the following are classed as PCOs: Colt/Lumen, Neos Networks
(formerly SSE), VMO2, VodafoneThree and Zayo.

1285 Colt. 2 November 2023. Colt completes $1.8bn acquisition of Lumen EMEA - Colt Technology Services.
Accessed 6 March 2026.

1287 Eircom confirmed that [3<]. See Eircom (UK) Limited response dated 13 November 2024 to s135 notice
dated 23 October 2024, question A6 and Eircom (UK) Limited response dated 20 November 2024 to s135
notice dated 23 October 2024, question A5 and Annex 3. CityFibre does not currently provide connections
between BT exchanges to third parties [3<]. See CityFibre Infrastructure Holdings Limited response dated 19
February 2025 to s135 notice dated 10 February 2025, question 4a. Instead, CityFibre is offering dark fibre
connections between a BT exchange in one area, and a CityFibre fibre exchange in a separate geographic area,
to allow its wholesale customers to backhaul access traffic from the CityFibre access network to the initial BT
exchange where the wholesale customer has a point-of-presence. However, we consider this is a different type
of trunk connection, not an inter-exchange service. See CityFibre Infrastructure Holdings Limited response
dated 19 February 2025 to s135 notice dated 10 February 2025, question 4b.
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Presence at BT exchanges is the key constraint, not nearby networks

6.105

6.106

6.107

6.108

6.109

6.110

We consider that to compete effectively with BT in the provision of IEC, a PCO needs to be
present in the exchange.

BT has a number of competitive advantages over other telecoms providers, notably that it is
present at all BT exchanges (and so can provide IEC quickly) and has a ubiquitous network
(so can provide IEC at low incremental cost). Providers already present at the exchange
have significant time and cost advantages in the provision of IEC from that exchange
compared to a nearby network that would have to dig to install new duct to the exchange.

As discussed above, we recognise that PIA can reduce the cost and time of network build,
and we cannot rule out the possibility that, in future, PIA may have a greater impact in
reducing the time and cost for providers near to BT exchanges to connect to those
exchanges. However, this is uncertain, and in general PIA does not appear to have had a
material impact on providers’ future plans for the IEC market.

As also set out above, our evidence suggests there is unlikely to be material rollout by
providers to additional exchanges during the review period. We also anticipate that
providers may have reduced incentives to invest in further rollout to BT exchanges in the
run-up to exchange closures.

We therefore consider that, in order to effectively compete with BT, other providers need
to be already connected to BT exchanges. We do not consider that the potential for nearby
networks to connect to a BT exchange could exert an effective constraint during the review
period, even taking into account the impact of PIA.

We determine whether each PCO is present at each BT exchange based on whether that
PCO is connected at that exchange via an External Cablelink.!*®

Exchange exit

6.111

As set out in Annex 6, we understand that some providers are planning to exit exchanges
during the review period. As INCA noted, this may mean that IEC services from alternative
providers become unavailable during the review period if the providers exit significantly in
advance of exchange closure dates. However, based on the evidence provided to us by
stakeholders, we understand that these exits are largely related to the planned closure of
these exchanges. Those providers plan to exit at or around the same time as the planned
closures.’?® As such, we do not expect a significant time period where the exchange
remains operational but with fewer competitors.*?®® Therefore, we do not consider it
appropriate or necessary to review these exchange classifications on an annual basis.

1288 This may include legacy variants BT Cablelink-External and LLU Egress-External. The External Cablelink may
be purchased by either the PCO or the customer to whom it is supplying IEC services. See Annex 6 for more

detail.

1289 [3<] response dated [3<] to s135 notice dated [3<], questions [3<]. [5<] response dated [$<] to s135
notice dated [3<], question [$<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<]. [<]
response dated [3<] to s135 notice dated [$<], question [3<]. [3<] response dated [3<] to s135 notice dated
[3<], question [3<]. [3<] response dated [3<] to s135 notice dated [3<], question [3<].

1290 yolume 3, Section 3 sets out the details and timing of Openreach’s exchange closure programme.
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Our findings

6.112 In this section, we set out our assessment of whether BT has SMP in any of the geographic
markets we have identified. As set out above, we consider that each BT exchange is its own
geographic market.

6.113 The main indicator of competitive presence at each BT exchange is the number of PCOs
which are present at that exchange.'*** We also consider that, where present, all PCOs are
able to offer an effective competitive constraint, such that the competitive conditions do
not vary materially depending on the identity of the PCO present. We therefore consider
that the competitive conditions may differ at each exchange based on whether there are no
PCOs present, one PCO present, or two or more PCOs present.

6.114 We note Openreach’s comment that competition from trunk services is relevant regardless
of whether we view such services as within or outside the market.'**> However, as
explained above, we do not consider other trunk services will exert a sufficient competitive
constraint on IEC services during the review period.

6.115 For practicality and brevity, we present our SMP assessment for the following groups of
exchanges, based on the number of PCOs present at that exchange:

a) BT Only exchanges;
b) BT+1 exchanges; and
c) BT+2 exchanges.?*

6.116  We have found 4,204 BT Only exchanges, and 742 BT+1 exchanges. We have also found 78
new BT+2 exchanges.'?** Table 6.1 summarises this alongside our SMP findings.'**> A full list
of the exchange classifications for the IEC services market can be found in Schedule 4.

Table 6.4: SMP findings in IEC services markets

_ SMP finding Number of exchanges

BT Only SMP 4,204

BT+1 SMP 742

1291 A5 set out above, we do not consider that the potential for nearby networks to connect to a BT exchange
could exert an effective constraint during the review period, even taking into account the impact of PIA.
However, for completeness, we have repeated our analysis of PCO network proximity from WFTMR21 on the
average and median distance to the nearest PCO networks. We present these results in Annex 6, finding
similar results to those found in the WFTMR21, where we concluded that nearby networks do not pose a
sufficiently strong constraint. (See Ofcom. March 2021. Promoting investment and competition in fibre
networks — Wholesale Fixed Telecoms Market Review 2021-26. Volume 2. Paragraphs 8.307-8.315.) This is
consistent with our view that nearby networks are unlikely to exert an effective competitive constraint during
the review period.

1292 Openreach response to TAR26 March 2025 Consultation. Document 2. Paragraph 222.

1293 As noted above, our SMP assessment is limited to the new BT+2 exchanges (i.e. not those previously found
to be effectively competitive).

1294 Among the 78 new BT+2 exchanges, 76 exchanges were BT Only or BT+1 exchanges in the WFMTR21, and
2 exchanges are exchanges that, for reasons set out in Annex 6, are now listed in Schedule 4 but were not
listed separately in the list of exchanges in the WFTMR21. See Annex 6.

1295 At 16 of the exchanges where we have identified BT to have SMP, BT has deployed both backhaul and core
nodes. We consider the implications of this on the appropriateness of remedies (specifically, on whether the
EOI obligation in the IEC market should apply to connections to these exchanges) in Volume 3, Section 4.
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_ SMP finding Number of exchanges

BT+2 No SMP 78

Source: Ofcom analysis of provider data.

BT has SMP at BT Only exchanges

6.117 BT is the only provider present at each of the 4,204 BT Only exchanges. This means there is
no other choice of provider at these exchanges.

6.118 As set out above, we do not expect there to be significant additional rollout during the
review period, and we do not consider that the potential for nearby networks to connect to
a BT exchange could exert an effective constraint during the review period, even taking into
account the impact of PIA.

6.119 We therefore conclude that BT has SMP for IEC services at BT Only exchanges.
BT has SMP at BT+1 exchanges

6.120 At each of 742 BT+1 exchanges, a PCO is present. This indicates there is a greater constraint
on BT than on routes from BT Only exchanges. However, we do not consider that one
competing PCO at an exchange is enough for effective competition in these markets for the
following reasons:

a) Providers are still likely to be reliant on BT to some extent for services at BT+1
exchanges. VodafoneThree agreed that it continues to rely on BT/Openreach at these
exchanges due to the absence of viable alternatives.'??

b) In a market in which one of the two suppliers publishes its prices, the other provider has
the ability and incentive to either just match or slightly undercut its prices. This would
lead to weak competitive pressure.

6.121 As set out above, we do not expect there to be significant additional rollout during the
review period, and we do not consider that the potential for nearby networks to connect to
a BT exchange could exert an effective constraint during the review period, even taking into
account the impact of PIA.

6.122  We therefore conclude that BT has SMP for IEC services at BT+1 exchanges.
BT does not have SMP at BT+2 exchanges

6.123 At these 78 exchanges, there are at least two PCOs present. In these exchanges, we
consider that BT does not have SMP, because:

6.124 BT’s competitive advantages are likely to be less material where there are two or more
PCOs present. Customers have a greater choice of supplier who can meet their specific
needs in a timely and cost-effective way:

a) The incentive to just match (or slightly undercut) prices due to one supplier publishing
its prices is significantly weaker when there is a third competitor. This is because the
winning bid does not only need to slightly undercut the BT price, but also must offer a
better bid than the additional competitor.??*”

129 yodafoneThree response to TAR26 March 2025 Consultation. Section 3. Paragraph 116.
1297 The ‘lumpy’ nature of demand and the many instances where telecoms providers sign long-term contracts
for IEC services may also make co-ordination more difficult and less viable with three providers.
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b) We have previously found evidence of purchasers of IEC services multi-sourcing at these
exchanges.'?%®

6.125 We therefore conclude that BT does not have SMP for IEC services at BT +2 exchanges.

1298 See Ofcom. March 2021. Promoting investment and competition in fibre networks — Wholesale Fixed
Telecoms Market Review 2021-26, Volume 2, Paragraph 8.316.
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7. Competition concerns

7.1 This section sets out the competition concerns arising from our conclusion that BT has SMP
in each of the relevant markets.

Our proposals

7.2 In the March 2025 Consultation, we explained our proposed finding that absent regulation,
BT’s SMP would give it the ability and incentive to engage in forms of conduct in each of the
relevant markets that could distort competition and/or harm consumers.'*° We set our
competition concerns and how we provisionally considered that they might apply in each of
the markets we proposed to regulate.

Stakeholder responses

7.3 In response to the March 2025 Consultation, stakeholders generally set out concerns
relating to Openreach’s ability and incentive to engage in forms of conduct that could
distort competition and/or harm consumers as part of their comments on our proposed
findings and remedies, rather than specifically on this section.'*® We have addressed these
comments in the most suitable section of this document, either in the relevant sections of
this volume, and/or as part of our reasoning in the relevant sections of Volumes 3 and 4.

Our reasoning and decisions

7.4 We remain of the view that, absent regulation, BT's SMP would give it the ability and
incentive to engage in forms of conduct in each of the relevant markets that could distort
competition and/or harm consumers. This includes the ability for BT to design its network,
and make strategic investment decisions, which in the absence of regulatory measures
designed to address its SMP, could lead to poor outcomes for consumers.

7.5 As set out in the March 2025 Consultation document, conduct that could distort
competition and/or harm consumers fall broadly into two categories:

e Exclusionary behaviour by BT to prevent potential competitors from competing in the
relevant market(s) or prevent them from gaining market share.

o Exploitative behaviour by BT at the expense of its wholesale access customers in the
relevant market(s), ultimately harming end-users who purchase services from BT’s wholesale
access customers in the downstream markets.

7.6 Although our concerns vary according to whether the behaviour is exclusionary or
exploitative, both ultimately lead to poorer outcomes for end-users.

1299 Ofcom. March 2025. Consultation: Promoting competition and investment in fibre networks: Telecoms
Access Review 2026-31. Paragraph 7.2.

1300 CityFibre specifically referenced the competition concerns section of the March 2025 Consultation
document by noting Openreach’s ability to engage in exclusionary behaviour. CityFibre response to TAR26
March 2025 Consultation. Page 8, paragraph 2.8.
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7.7

7.8

7.9

In terms of exclusionary behaviour, our concerns include that BT may undermine
competition from:

competing networks in the relevant wholesale access markets, including by preventing them
from gaining market share, thereby protecting BT’s market position.

telecoms providers reliant on access to BT’s network to provide products and services in
competition with BT in the relevant downstream markets.

Such exclusionary behaviour could take a number of forms, including that BT could:
refuse to supply access and thus restrict competition in the provision of products and
services in the relevant downstream markets.

engage in price squeeze behaviour, whether between wholesale products at different levels
of the value chain and/or between wholesale and retail services.

provide access to its services on less favourable terms than to its own business divisions
(Openreach or divisions downstream of Openreach), to the detriment of its competitors in
the relevant wholesale and retail markets, by both price and non-price discrimination.

(in some markets) target price reductions or adopt other commercial terms in relation to
access to its network in order to undermine the development of material and sustainable
network competition.

Exploitative behaviour we are concerned about includes that:

BT could set excessively high prices.

BT may not have sufficient incentives to continuously deliver an adequate level of service
quality in relation to network access.

Physical infrastructure market

7.10

7.11

7.12

Physical infrastructure is a key enabler of the provision of telecoms services, both in terms
of the deployment of new telecoms networks as well as innovation in existing networks.
This is because the civil engineering works associated with the deployment of physical
infrastructure represent a sizeable proportion of the cost and time to deploy and are
therefore a barrier to new network rollout on a large scale.

In practice, as discussed in Section 2, regulated access to Openreach’s physical
infrastructure through Physical Infrastructure Access (PIA) has supported significant FTTP
deployment by altnets in the 2021-26 review period. Continued access to Openreach’s
physical infrastructure is an important enabler of this new competition. We also anticipate
that access to Openreach’s physical infrastructure will be an important enabler of further
rollout of competing networks.

As a vertically integrated network operator, BT’s access to its ubiquitous physical
infrastructure provides it with a significant commercial advantage in the provision of
downstream telecoms services in the UK. This includes the lowest cost delivery path for
new network installation and network upgrade, and of doing so more rapidly than
competitors (as the ubiquity of its network significantly reduces the need for the
construction of new physical infrastructure). This means that in the absence of regulation,
BT could sustain and, in some cases, reinforce, its SMP in downstream services.
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7.13

7.14

In the absence of regulation, BT could engage in the general exclusionary or exploitative
behaviour set out above. In particular:

BT’s refusal to supply, or restriction of supplying, access to its physical infrastructure would
deter investment in competing networks and/or limit competition from existing altnets,
restricting competition in the provision of products and services in downstream markets. For
existing PIA users, absent the remedy, BT could restrict providers’ ongoing access to BT’s
physical infrastructure. As a result, BT’s SMP in downstream services could be reinforced,
leading to poorer outcomes for consumers over time.

BT’s provision of access on less favourable terms compared to those obtained by its own
downstream businesses, or setting excessive wholesale charges for access to its physical
infrastructure, or engaging in price squeeze behaviour, could have the same impact of
deterring investment and limiting competition. In addition, BT could use less favourable
terms to gain cost and speed advantages over altnets who are reliant on access to BT’s
physical infrastructure to rollout their networks. These types of conduct may eventually
drive out competitors from the market.

We consider how to address our competition concerns for the physical infrastructure
market in Volume 3, Section 5, and Volume 4, Section 4.

Wholesale local access and leased line access markets

7.15

7.16

7.17

7.18

While network competition develops, or in areas where it is unlikely to emerge, Openreach
will remain a key provider of wholesale access services. Openreach’s wholesale access
services will continue to be essential to maintain retail competition over the review period,
by enabling retail providers to offer services to end-users in the downstream markets.

In the absence of regulation, our general concerns about exclusionary and exploitative
behaviour as set out above would apply across the WLA and LLA markets. For example,
Openreach could refuse to supply its wholesale access services to providers in the
downstream markets and/or offer those on unfavourable terms, including high prices,
which would harm end-users throughout the UK.

Exclusionary behaviour in these markets could also undermine the development of network
competition in the long term:

Openreach could geographically target price reductions or retail inducements — which
involves charging different prices or providing different inducements for the same wholesale
access — in order to undermine altnets’ ability to compete and therefore the development of
competition in the long term.

Openreach could use commercial terms to disincentivise telecoms providers from buying
wholesale services from rival networks, for example through terms which induce loyalty
(such as volume-based discounts).

Openreach could set wholesale FTTP charges at a level which leaves insufficient margin for a
reasonably efficient operator (which uses PIA) to compete.

We recognise that there are variations in competitive conditions between the geographic
markets for WLA and for LLA, which may affect the risks of these concerns. For example, in
the LLA HNR Area, there is a greater degree of network competition compared to LLA Area
2 and Area 3, and so we consider the risks from exploitative behaviour (such as excessive
pricing) are lower, given that competing leased line networks are already present.
Conversely, in areas where network competition is still developing, the risks of exploitative
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7.19

behaviour (alongside exclusionary behaviour) are more material. We reflect variations in
competition concerns where relevant in our assessment of potential remedies.

In Volume 3, Sections 6, 7 and 9, and Volume 4, Sections 1 and 2, we consider how to
address our competition concerns in the wholesale and leased line access markets.

Inter-exchange connectivity market

7.20

7.21

7.22

Inter-exchange connectivity backhaul services are an essential part of the supply chain
needed to deliver telecoms services. They are a necessary input to allow providers
(including altnets) to carry traffic, delivered over the access networks they use, to their core
network.

As with other markets, in the absence of regulation, our general concerns about
exclusionary and exploitative behaviour set out above are applicable. In particular, if BT has
SMP in certain links between BT exchanges, and these were to be unregulated, this could
undermine our access remedies by leaving providers and altnets unable to backhaul traffic
from their access to their core networks where they need inter-exchange connections. BT
has the ability and incentive to engage in exclusionary or exploitative behaviour which
could undermine our remedies in the PIA and downstream markets by preventing the
carrying of aggregated traffic from one exchange to another.

In Volume 3, Section 8, and Volume 4, Section 3, we consider how to address our
competition concerns in the inter-exchange connectivity market.
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