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OVERVIEW OF THE CMA'’S DECISION

1.

The Competition and Markets Authority (CMA) has found that the acquisition by Topps
Tiles Plc (Topps) of certain assets (including the right to occupy 30 stores, selected stock,
fixtures and fittings, all intellectual property, and employees transferred under TUPE
regulations), formerly of CTD Tiles Limited (CTD), gives rise to a realistic prospect of a
substantial lessening of competition (SLC) as a result of horizontal unilateral effects in the
supply of tiles to retail customers and in the supply of tiles to trade customers in four areas
in the UK.

On 19 August 2024, Topps acquired CTD for £9 million. The CMA refers to this acquisition
as the Merger. Topps and CTD are together referred to as the Parties and, for statements
relating to the future, the Merged Entity.

As the CMA has found that the Merger gives rise to a realistic prospect of an SLC, the
Parties have until 24 February 2025 to offer undertakings in lieu of a reference (UlLs) to
the CMA that will remedy the competition concerns identified. If no such undertaking is
offered, then the CMA will refer the Merger pursuant to sections 22(1) and 34ZA(2) of the
Enterprise Act 2002 (the Act).

Who are the businesses and what products/services do they provide?

4.

Topps and CTD both supply tiles and related products to various types of customers
through a network of stores, direct sales teams, and in the case of Topps, through
websites.

The CMA's assessment focused on the supply of tiles to retail (eg homeowners) and trade
(eg tilers and other tradespeople) customers through the Parties’ stores, as this is the
main overlap between the Parties’ activities.

Why did the CMA review this merger?

6.

The CMA's primary duty is to seek to promote competition for the benefit of consumers. It
has a duty to investigate mergers that could raise competition concerns in the UK,
provided it has jurisdiction to do so. In this case, the CMA has concluded that the CMA
has jurisdiction to review this Merger because Topps and CTD are each enterprises that
have ceased to be distinct as a result of the Merger, and because the share of supply test
is met on the basis of the Parties’ combined share of the supply of tiles and related
products in the UK.



7.

The CMA's mergers intelligence function identified the Merger as warranting an
investigation. This initial assessment was made having regard to publicly available
information, information from the Parties, and complaints received from third parties.

What evidence has the CMA looked at?

10.

11.

In assessing this Merger, the CMA considered a wide range of evidence in the round.

The CMA received several submissions and responses to information requests from the
Parties. This included information about the nature of the Parties’ businesses and the
constraint from other suppliers. The CMA also engaged directly with the Parties
throughout the investigation to discuss the CMA’'s emerging thinking throughout the phase
1 investigation, including discussions on the methodology for the local analysis.

The CMA also examined the Parties’ own internal documents, which show how they run
their businesses and how they view their rivals in the ordinary course of business.

The CMA spoke to and gathered evidence from other companies and organisations to
understand better the competitive landscape and to get their views on the impact of the
Merger. Prior to initiating its investigation, and during its investigation, the CMA received
submissions from numerous third parties expressing concerns about the impact of the
Merger on competition in the markets in which the Parties are active, which have been
thoroughly assessed by the CMA throughout its investigation.

What did the evidence tell the CMA...

...about what would have happened had the Merger not taken place?

12.

13.

In order to determine the impact that the Merger could have on competition, the CMA has
considered what would have happened had the Merger not taken place. This is known as
the counterfactual.

In this case, the CMA has assessed the Merger against a counterfactual of one or more
alternative purchasers acquiring the CTD business.

...about the effects on competition of the Merger?

14.

The CMA looked at whether the Merger would lead to a substantial lessening of
competition in the supply of tiles to retail customers and the supply of tiles to trade
customers on a local basis.

Horizontal unilateral effects (i) in the supply of tiles to retail customers and (ii) in the supply of tiles
to trade customers, arising from a loss of local competition.

15.

16.

The CMA assessed whether the Merger has resulted in or may be expected to result in an
SLC in the supply of tiles to retail and trade customers.

As competition for retail and trade customers takes place at a local level, the CMA first
identified the specific areas within which to analyse whether the Merger could give rise to
an SLC. This was based on catchment areas around the Parties’ stores (where 80% of the
Parties’ sales came from), and the identification of overlaps between the Parties’ stores
within those areas.



17.

18.

19.

20.

The CMA then applied a decision rule in each local area where the Parties overlap to
determine whether there was a realistic prospect of an SLC. It determined, for both the
retail and trade market, that the Merger would give risk to competition concerns in a local
area if there were two or fewer other effective competitors remaining in the area (ie if the
Merger caused the number of players in the area to drop from four to three, or less).

The CMA took this approach in the retail market (i) because evidence from the Parties and
third parties suggested that the Parties both compete in the retail market at a local level,
but are not each other’s closest competitor given the presence of other retail-focussed
competitors such as other tile specialist chains or DIY sheds, and (ii) to account for the
presence of out-of-market constraints such as those from suppliers not included in the
effective competitor set, for example single-store independent competitors, and the
constraint from sales made online.

The CMA took this approach in the trade market (i) because evidence from the Parties
and third parties suggested that while the Parties compete closely in the trade market at a
local level, other suppliers also provide a constraint, and (ii) to account for the presence of
out-of-market constraints such as those from suppliers not included in the effective
competitor set, for example single-store independent competitors or builders’ merchants.

On this basis, the CMA concluded that there was a realistic prospect of an SLC in six local
areas for both retail and trade customers, affecting four towns and/or cities in the UK.

What happens next?

21.

As a result of these concerns, the CMA believes the Merger gives rise to a realistic
prospect of SLC(s) in the supply of tiles to retail customers and the supply of tiles to trade
customers in certain local areas. Topps has until 24 February 2025 to offer an undertaking
which might be accepted by the CMA to address the SLC(s). If no such undertaking is
offered, or the CMA decides that any undertaking offered is insufficient to remedy its
concerns to the phase 1 standard, then the CMA will refer the Merger for an in-depth
phase 2 investigation pursuant to sections 22(1) and 34ZA(2) of the Act.
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