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SUMMARY

OVERVIEW OF OUR INTERIM REPORT

1.

This is the Interim Report of the Inquiry Group appointed to consider the
anticipated acquisition by Opal JVco Limited (nexfibre) of Substantial Topco
Limited (Substantial). The CMA refers to this acquisition as the Transaction.

nexfibre is a joint venture between Liberty Global Ltd (Liberty Global) and
Telefonica S.A. (Telefénica) (together, also the owners of VMED O2 UK Limited
(VMO2)) and Crown Infra Bidco Limited, an entity wholly owned by funds
managed by InfraVia Capital Partners (InfraVia) (a private equity investor).

nexfibre, VMO2 and Substantial are together referred to as the Parties, and for
statements relating to the future (if the Transaction was to proceed), nexfibre,
VMO2 and Substantial are together referred to as the Merged Entity.

We have provisionally found that the Transaction amounts to a relevant merger
situation (RMS) that may be expected to result in a substantial lessening of
competition (SLC) in the wholesale supply of fixed broadband services.

This is not our final decision, and we invite any interested parties to make
representations to us on these provisional findings by no later than 5pm on
Friday 23 October 2026. Please submit any responses to these provisional
findings by email to nexfibre.substantial@cma.gov.uk. We will take all submissions
received by this date into account in reaching our final decision.

WHO ARE THE BUSINESSES AND WHAT PRODUCTS DO
THEY SUPPLY?

6.

nexfibre is a wholesale-only provider of fibre to the premises (FTTP) broadband to
internet service providers (ISPs) in the UK, with VMO2 as its anchor (and currently
only) customer.

VMO?2 is a vertically integrated UK telecommunications provider. It offers retail
fixed broadband services, as well as other services such as wholesale and retail
mobile services and pay TV.

Substantial is a holding company which includes Netomnia Limited (Netomnia),
Brsk Limited (Brsk) (which develop and operate FTTP networks) and YouFibre
Limited (YouFibre) (a retail provider of FTTP broadband).

nexfibre, VMOZ2 and Substantial are network operators that build and operate
their own fixed telecommunications networks. Other network operators include


mailto:nexfibre.substantial@cma.gov.uk

10.

Openreach (which owns the largest network) and numerous smaller players
known as ‘altnets’ of varying network sizes.

Based on the evidence received so far (set out below), our report focusses
primarily on the impact of the Transaction on the wholesale supply of fixed
broadband to ISPs. We have also considered the implications of the Transaction
for the retail supply of fixed broadband — including the extent to which higher
wholesale prices are reflected in higher prices for end-consumers and businesses.

OUR ASSESSMENT

Why are we examining this Transaction?

11.

12.

The Competition and Markets Authority (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 jurisdiction over the Transaction because each of
Substantial and nexfibre is an enterprise that would cease to be distinct as a result
of the Transaction, and Substantial’s UK turnover exceeds £100 million.

What evidence have we looked at?

13.

14.

15.

16.

In assessing the competitive effects of the Transaction, we have looked at a wide
range of evidence which we have considered in the round in reaching our
provisional conclusions.

We received several submissions and responses to information requests from the
Parties, including their response to Our areas of focus document. We also held
several meetings with the Parties, including a teach-in, a site visit, an Initial
Substantive Meeting and an Update Call.

We have considered the Parties’ submissions and internal documents carefully,
including their financial data and modelling, business plans, and their negotiations
with potential wholesale customers.

We also received submissions and gathered information from third parties to better
understand the competitive landscape, market trends, and to obtain views on the
impact of the Transaction. We received evidence from network operators, ISPs,
investors, consumers and other interested parties. We have also engaged with
Ofcom throughout our inquiry. Ofcom has provided data and expertise on technical
matters, and assisted us in developing our understanding of the relevant markets.


https://assets.publishing.service.gov.uk/media/6a7f0b371f783fe89daaa35e/Parties__joint_response__.pdf
https://assets.publishing.service.gov.uk/media/6a4c8b1fb7203c4c023fd297/Areas_of_focus_7_July_2026.pdf

WHAT DID THE EVIDENCE TELL US...

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

17.

18.

19.

20.

21.

To determine what impact the Transaction may be expected to have on
competition, we considered what would likely happen if the Transaction did not
take place. This is known as the counterfactual. The CMA assesses whether the
Transaction may be expected to result in an SLC compared to the counterfactual.

The counterfactual has been a key focus of our inquiry so far, and we have
considered the relevant counterfactual for each of Substantial, nexfibre and
VMO2.

... for Substantial ...

A sale process was held for the Substantial business in 2025, with nexfibre and
CityFibre (another network operator) submitting bids. We have assessed whether,
absent the Transaction, it is more likely that Substantial would have remained as a
standalone entity or would have been acquired by CityFibre. We consider that we
need to form a judgement as to which of these scenarios is more likely as these
two scenarios could lead to materially different conditions of competition:
Substantial does not currently have any wholesale customers, and competes at
the retail level through YouFibre, whereas CityFibre would likely wholesale the
Substantial network to its current ISP customers (including Sky and
VodafoneThree) and sell YouFibre to a third party.

Forming a judgement on these two alternative scenarios (ie Substantial remaining
a standalone entity or being acquired by CityFibre) is an inherently uncertain
exercise. However, the CMA’s Merger Assessment Guidelines state that
uncertainty about the future will not in itself lead the CMA to assume the pre-
merger situation to be the appropriate counterfactual. Further, as part of its
assessment, the CMA may consider the ability and incentive of the merger firms to
pursue alternatives to the merger. In this regard, our assessment has considered
the incentives of Substantial and CityFibre to reach a deal, as well as CityFibre’s
ability to raise the necessary funds.

The evidence shows that Substantial’s financial outlook has deteriorated in recent
years, and whilst it was a viable option to continue as a standalone entity, this was
not attractive compared to a sale at an acceptable valuation. This is reflected in
Substantial’s internal documents, including those which consider the strategic
options for the business, and financial models shared with its investors. The
internal documents and financial evidence show that Substantial’s shareholders
had a strong incentive to reach a deal with CityFibre (absent the Transaction with



22.

23.

24.

25.

26.

27.

28.

nexfibre) and CityFibre was likewise highly motivated to conclude a deal with
Substantial.

We have also considered detailed evidence on CityFibre’s ability to finance the
acquisition on terms acceptable to Substantial’s shareholders. This includes
evidence on the sources of finance available to CityFibre, the timeframe on which
it could raise such finance, and the negotiations between CityFibre and Substantial
regarding appropriate terms.

This evidence shows that CityFibre would likely have been able to raise the
required funding for a valuation that was acceptable to Substantial’s shareholders.
For example, CityFibre’s shareholders were prepared to invest equity into the deal,
certain third parties were interested in buying Substantial’'s ISPs, and Substantial’s
shareholders would be highly motivated to reach terms where their approval was
needed.

Therefore, on the basis of all the evidence considered in the round, our provisional
view is that the most likely counterfactual is an acquisition of Substantial by
CityFibre, with a subsequent sale of Substantial’s retail businesses to a third-party
ISP.

... for nexfibre and VMO2 ...

We have also considered the relevant counterfactual for nexfibre and VMO2,
particularly in relation to (i) the extent and timing of future network expansion and
upgrades, and (ii) the extent to which VMO2/nexfibre would compete in the
wholesale supply of fixed broadband absent the Transaction.

Regarding network expansion and upgrades, the evidence shows that nexfibre
would be unlikely to materially expand its current FTTP network of ¢.2.6 million
premises absent a significant change in market conditions.

For VMO2, we have considered its plans to upgrade its predominantly cable
broadband network (known as ‘hybrid fibre coaxial cable’ (HFC)) to FTTP. We
recognise that there is some uncertainty as to the exact timing and extent of future
network upgrades, including as a result of recent financial conditions that may
have impacted VMOZ2’s plans. However, we consider that the evidence shows that
there is a clear long-term incentive on VMO2 to upgrade its cable network, and our
provisional view is that, absent the Transaction, VMO2 would continue to upgrade
its network to FTTP.

Regarding VMO2/nexfibre’s activities in wholesale, internal documents show that
there has been a clear strategic objective to compete as a wholesale broadband
supplier to ISPs, and investments have been made to develop the infrastructure



and capabilities to achieve this. Further, VMOZ2/nexfibre have had discussions with
several ISPs regarding a wholesale agreement.

29. Our provisional view is therefore that, absent the Transaction, VMO2/nexfibre
would compete in the wholesale supply of fixed broadband to ISPs.

...about the impact of the Transaction on competition between the
Parties?

30. Our provisional view is that in the absence of the Transaction, the Parties would
compete in the wholesale supply of fixed broadband. As discussed above,
CityFibre would acquire Substantial's FTTP network, would wholesale this to
CityFibre's ISP customers, and would sell Substantial's retail business (YouFibre)
to a third party. VMO2/nexfibre would continue to upgrade its cable network to
FTTP and would also wholesale this to ISPs.

31. We consider the relevant market for our competitive assessment to be the
wholesale supply of fixed broadband (including FTTP and Openreach legacy
technologies) within the Parties’ combined FTTP network footprint. VMO2/nexfibre
and Substantial are present in areas across the UK, albeit Substantial’s network is
concentrated in the midlands and north of England (including Birmingham,
Bradford and Manchester).

32. The relevant market does not include VMOZ2'’s cable network (as there is no
demand from wholesale customers), but we have taken into account future cable
to FTTP upgrades in our analysis. The percentages presented below are
calculated on the basis that VMOZ2 upgrades its entire network to FTTP, but the
percentages are similar if we were to instead use VMO2/nexfibre’s current FTTP
network only.

33. Since the Parties would compete as wholesale providers in their respective
network footprints, we have first analysed the extent of overlap between the
Parties’ networks. We consider that network overlaps are important because they
indicate the extent of direct competition between wholesale providers; in areas of
network overlap, a wholesale provider faces a direct threat of losing volumes to a
competitor. Network overlaps can also have a wider impact across a provider's
network footprint, because competitive parameters (such as price) are set
uniformly across a provider’s network, and the provider will take into account the
extent of competition across its network when determining such parameters.

34. In our view, the Transaction gives rise to a significant reduction in wholesale
competition across the Parties’ FTTP network footprints (for simplicity, we focus
here on the VMO2/nexfibre network). Our analysis shows that VMO2/nexfibre’s
network is fully overlapped by Openreach, c.14% overlapped by Substantial, and
c.18% overlapped by CityFibre (with minimal overlap between Substantial and
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35.

36.

37.

38.

39.

CityFibre). In the counterfactual, the Substantial network would have been
acquired by CityFibre, and there would therefore be wholesale competition
between three providers — Openreach, VMO2/nexfibre and CityFibre — in all these
areas of overlap (ie ¢.32% of the total VMO2/nexfibre network).

Following the Transaction, CityFibre would not be present in the Substantial
network footprint (due to the minimal overlap), and there would therefore only be
wholesale competition between Openreach and VMO2/nexfibre in these overlap
areas (ie in the areas of the VMO2/nexfibre footprint overlapping with Substantial).
Relative to the counterfactual, this reduces the proportion of VMO2/nexfibre’s total
network in which VMOZ2/nexfibre, CityFibre and Openreach are all present from
c.32% to ¢.18%. In other words, the Transaction would materially reduce the
competitive constraints on VMO2/nexfibre in a significant part of its network.

We have focussed above on the VMOZ2/nexfibre network. As a comparison, the
Substantial network is ¢.26% overlapped by VMO2/nexfibre’s FTTP network, and
would be ¢.82% overlapped if VMO2 were to upgrade its cable network to FTTP.
In the counterfactual, there would be competition between Openreach,
VMO2/nexfibre and CityFibre in these areas, compared to just Openreach and
VMO2/nexfibre following the Transaction.

Our provisional view is that this would have a significant impact on wholesale
competition within the Parties’ network footprints, because CityFibre is a vigorous
wholesale competitor. It has secured wholesale agreements with Tier 1 and Tier 2
ISPs, on highly competitive terms, with Tier 1 ISPs indicating that they consider
CityFibre’s wholesale offer to be strong, particularly in terms of price, network
speed and reliability. Compared to the counterfactual, in which a combined
CityFibre/Substantial would be present across a larger proportion of the
VMO2/nexfibre footprint, the Transaction would therefore lead to significantly
weaker conditions of competition.

In terms of competitive constraints on the Merged Entity, Openreach is an
important wholesale competitor. However, it is a regulated entity that cannot freely
compete on key metrics such as price and service, with CityFibre, VMO2/nexfibre
and altnets offering lower prices and (on some metrics) greater service quality.
Further, there are very few other wholesale constraints, with other altnets being
small in scale. Our provisional view is that the constraint from Openreach and
other altnets would not be sufficient to mitigate the impact of the Transaction on
wholesale competition.

Our provisional view is therefore that (in the absence of countervailing factors,
considered below) the Transaction would result in an SLC in the wholesale supply
of fixed broadband in the Parties’ combined FTTP network footprint.

11



...about the potential benefits of the Transaction?

40.

41.

42.

43.

44,

45.

The Parties submitted that the Transaction is pro-competitive, as it will unlock
significant new investment and create a more effective and financially sustainable
wholesale challenger to Openreach. The Parties submitted that this is the ‘primary
efficiency’ of the Transaction, which will create wholesale broadband competition
for the first time in the UK, and place competitive pressure on Openreach to
improve its product offering and deliver lower prices. The Parties state that the
Transaction will also accelerate the migration of VMO2’s customers from cable to
FTTP, amongst other benefits.

Following the framework set out in the CMA’s Merger Assessment Guidelines, we
have considered whether the Parties’ claimed efficiencies are timely, likely and
sufficient to prevent an SLC from arising, and whether they are merger-specific (ie
whether the efficiencies are reliant on the Transaction or whether they would be
brought about by other means).

On the Parties’ primary efficiency claim, we recognise that the Transaction will
lead to some increased scale for VMO2/nexfibre, due to the addition of the non-
overlapping Substantial network and some Transaction-specific upgrades.
However, our provisional view is that any additional scale is likely to be relatively
small, in particular (as set out above) because VMO2 is in the process of
upgrading its cable network to FTTP, which will erode most of the additional scale
achieved through the Transaction.

Further, the Parties have provided limited evidence to support their claim that the
Transaction materially increases the likelihood of ISPs agreeing a wholesale deal
with VMO2/nexfibre. We have also provisionally concluded that the Substantial
network would be wholesaled by CityFibre in the counterfactual, and the Parties
have not provided evidence to show that there would be a clear benefit in this
footprint being wholesaled by VMO2/nexfibre rather than CityFibre.

Our provisional view is therefore that the Parties’ primary efficiency is not merger-
specific, and in any event would not be sufficient to prevent an SLC from arising.

Regarding the Parties’ other efficiency claims, our provisional view is that these
have limited bearing on competition at the wholesale level of the supply chain,
and/or are supported by limited evidence. We therefore do not consider these
efficiencies to be timely, likely or sufficient to prevent an SLC from arising.

...about the overall impacts of the Transaction?

46.

For the reasons outlined above, we have provisionally concluded that the
Transaction would result in an SLC in the wholesale supply of fixed broadband
services in the Parties’ combined network footprint.

12



47.

48.

Whilst our assessment has focused on the wholesale supply of fixed broadband,
we have also considered the implications for competition at the retail level.
Importantly, the evidence shows that where ISPs receive better wholesale terms,
this is often reflected in better deals for end-consumers and businesses, including
lower prices and improved service quality. A reduction in competition at the
wholesale level would therefore directly impact end-consumers and businesses
(including, disproportionately, those in the midlands and north of England given
the location of Substantial’s network).

Finally, we note that in coming to our provisional conclusion, we have assessed a
wide range of evidence from a diverse set of stakeholders. We have given careful
consideration to evidence regarding the financial challenges facing the altnet
sector, and we recognise that several third parties have stated that some form of
consolidation is necessary for the altnet sector to grow and compete effectively.
We emphasise that our provisional findings are based on our assessment of this
specific acquisition, and the particular competition concerns which arise as a result
of the degree of network overlap between the Parties, and do not reflect any view
on consolidation in the wider altnet sector.

PROVISIONAL CONCLUSION

49.

For the reasons explained in this Interim Report, we have provisionally concluded
that the Transaction will result in the creation of an RMS, and the creation of that
RMS may be expected to result in an SLC in the supply of wholesale fixed
broadband services in the Parties’ combined FTTP network footprints.

WHAT HAPPENS NEXT?

50.

51.

We invite any interested parties to make representations to us on these provisional
findings by no later than 5pm on Friday 23 October 2026.

As a result of the provisional SLC identified, the Parties are required to confirm to
the CMA within three working days of notification of this Interim Report whether
they intend to submit a completed Phase 2 Remedies Form, and to submit this by
no later than 5pm on Friday 16 October 2026. Following submission of the
Remedies Form (or confirmation by the Parties that they do not intend to submit
such a form), the CMA will publish an Invitation to Comment on Remedies in order
to consult on possible action to remedy, mitigate or prevent the SLC and the
resulting adverse effects provisionally identified. For more information on the
phase 2 remedy process, see chapter 12 of Mergers: Guidance on the CMA’s
jurisdiction and procedure.
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FINDINGS

1. INTRODUCTION

1.1 This is the Interim Report of the Inquiry Group appointed to consider the
anticipated acquisition by Opal JVco Limited (nexfibre) of Substantial Topco
Limited (Substantial). We refer to this acquisition as the Transaction.’

1.2 nexfibre is a joint venture between Liberty Global Ltd (Liberty Global), Telefonica
S.A. (Telefénica) and Crown Infra Bidco Limited, an entity wholly owned by funds
managed by InfraVia Capital Partners (InfraVia) (a private equity investor). Liberty
Global and Telefénica are also the joint owners of VMED O2 UK Limited (VMO2).

1.3 nexfibre, VMO2 and Substantial are together referred to as the Parties, and for
statements relating to the future (if the Transaction was to proceed), nexfibre,
VMO2 and Substantial are together referred to as the Merged Entity.

1.4 On the basis of the evidence to which we refer, and our assessment of that
evidence, in this Interim Report we provisionally conclude that the Transaction, if
carried into effect, will result in the creation of a relevant merger situation (RMS),
and may be expected to result in a substantial lessening of competition (SLC) in
the wholesale supply of fixed broadband services.

1.5 The Interim Report sets out the reasoning for our provisional decisions as well as
describing the evidence upon which those decisions are based.? It provides
interested parties with an understanding of the evidence the Inquiry Group has
received and assessed in the investigation to date and the findings which we
propose to draw from it.

1.6 The provisional conclusions presented in this Interim Report are not our final
decision. This will be made at the end of the investigation and may vary from the
provisional conclusions presented in this Interim Report. Interested parties are
invited to make written representations on any aspect of this Interim Report by no
later than 5pm on Friday 23 October 2026.

1.7 Following this, the Inquiry Group will conduct a face-to-face hearing at which the
Parties will have an opportunity to expand upon or supplement any written

0On 1 July 2026, in exercise of its duty under section 33(1A) of the Enterprise Act 2002 (the Act), the Competition and
Markets Authority (CMA), having concluded that the conditions to accept a fast-track reference request under section
34ZF(3) of the Act are met, and having accepted the fast-track reference request made by nexfibre and Substantial,
made a reference to its Chair for the constitution of a Group of CMA panel members (the Inquiry Group) under
Schedule 4 to the Enterprise and Regulatory Reform Act 2013 (ERRA13) in order that the Inquiry Group may investigate
and report, within a period ending on 15 December 2026. The relevant terms of reference can be found on the CMA
website, see: CMA, Terms of reference, 1 July 2026.

The Interim Report has been notified to the Parties and is published pursuant to the CMA rules of procedure for merger,
market and special reference groups (CMA17), 2 January 2025, Rule 11.

2 Mergers: Guidance on the CMA's jurisdiction and procedure (CMAZ2), 19 December 2025, paragraph 12.53.
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representations they wish to make.® We may also request and/or receive further
evidence following the hearing which may inform the Inquiry Group’s final decision.

Evidence in our investigation

1.8 In conducting our investigation in phase 2, we have had access to and assessed
evidence gathered during pre-notification and the phase 1 investigation, as well as
the additional evidence received in phase 2 to date. The evidence base that we
have drawn on includes the following:

(@) We held several meetings with the Parties and their advisors.*

(b) We received the Parties’ responses to several information requests (including
a large volume of internal documents, quantitative data and business plans),
as well as several submissions from the Parties during the phase 1° and
phase 2° process, including in response to the phase 2 ‘Areas of focus’
document.”

(c) We received submissions and gathered evidence from a wide range of third
parties, including alternative broadband network operators (altnets), internet
service providers (ISPs), investors and consumers. The submissions we
received included responses to the phase 1 invitation to comment,® and the
phase 2 Areas of focus document.® We also received internal documents
from some of these third parties.

1.9 We have engaged closely with Ofcom throughout our inquiry. Ofcom has provided
expertise on aspects such as the broadband supply chain and alternative
broadband technologies, and generally assisted us in developing our

3 The main party hearing provides an opportunity for the merger parties to explain their position on issues raised in the
interim report orally, directly to the Inquiry Group. Merger parties can waive their right to a main party hearing, for
example where the Inquiry Group’s Interim Report indicates that no SLC arises as a result of the merger, or where
merger parties elect at that stage to focus only on remedying the SLCs identified in the interim report. See CMA2
paragraph 12.60.

4 This included: a Phase 1 Teach-in on 22 April 2026; a Phase 1 Update Call on 19 May 2026; a site visit on 13 July
2026; a Phase 2 Teach-in on 15 July 2026; an Initial Substantive Meeting (ISM) on 28 July 2026; a call with Infravia on
29 July 2026; and a Phase 2 Update Call on 20 August 2026.

5 Parties, CMA Briefing Paper, 18 February 2026. Substantial’'s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex
1.008 to Final Merger Notice (FMN)). Parties’ submission, ‘Quantification of pro-competitive efficiencies’, 20 May 2026
(resubmitted as annex 1.011 to FMN). Parties’ submission, ‘Wholesale local access — geographic frame of reference’, 5
June 2026 (resubmitted as annex 1.005 to FMN). Parties’ submission, ‘Submission on the relevant buy-side
counterfactual’, 10 June 2026 (resubmitted as annex 1.006 to FMN). Substantial’s submission, ‘[¢<]’, 12 June 2026
(resubmitted as annex 1.009 to FMN). Substantial, Keystone presentation to Ofcom dated 24 June 2026, ‘[<].
Substantial’s submission, ‘[¢<]’, 25 June 2026 (resubmitted as annex 1.007 to FMN). Parties, Final Merger Notice (FMN),
29 June 2026.

6 Parties, nexfibre’s Incentives to Wholesale Paper, 1 July 2026. Parties, Additional economic evidence on retail
competition, 14 August 2026. Parties’ response to CityFibre’s response to the Areas of Focus, 14 August 2026.
Substantial’s submission, <], 28 August 2026. Parties’ submission, ‘Economic comments on the CMA’s emerging view
regarding the wholesale local access market’, 31 August 2026. Parties’ submission, ‘Economic comment on the CMA’s
emerging view regarding Efficiencies’, 2 September 2026. Parties’ letter to the CMA, 2 September 2026.

7 See, CMA, Our areas of focus (Areas of focus), 7 July 2026, and Parties’ response to the Areas of focus, 20 July
2026.

8 CMA, Invitation to comment, 23 April 2026.

9 Responses to the Areas of focus were published on the CMA's inquiry webpage.
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understanding of the relevant markets. Ofcom has also provided certain
information and data, including on the location of broadband networks and network
take-up rates.
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2. THE PARTIES, TRANSACTION AND RATIONALE

The Parties

2.1 nexfibre is a joint venture between Liberty Global,® Telefonica,’" and Crown Infra
Bidco Limited, an entity wholly owned by funds managed by InfraVia.'> '3 Liberty
Global and Telefénica are also the joint owners of VMOZ2.

2.2 nexfibre is a wholesale-only provider of fibre to the premises (FTTP) broadband to
ISPs in the UK, with VMO2 as its anchor tenant customer. nexfibre’s UK turnover
in its 2024 financial year was £20.1 million.

2.3 VMO?2 offers retail fixed broadband services, as well as other services such as
wholesale and retail mobile services, business to business (B2B) connectivity
services such as leased lines, and pay TV. VMOZ2's UK turnover in its 2025
financial year was £10.1 billion. 1

24 Substantial is a holding company for a corporate group that includes Netomnia

Limited (Netomnia) and Brsk Limited (Brsk) (both of which develop and operate
FTTP networks), YouFibre Limited (YouFibre) and Brsk ISP Limited (Brsk ISP)'®
(retail providers of FTTP broadband) (together, Substantial Group). The
Substantial Group is currently owned by a consortium including funds operated by
DigitalBridge, Advencap and Soho Square Capital. Substantial Group’s UK
turnover in its 2025 financial year was £104 million. "’

The Transaction

2.5

Under a sale and purchase agreement signed on 18 February 2026 (the SPA),
nexfibre BidCo Limited, an indirect subsidiary of nexfibre, will acquire the entire
issued share capital of Substantial and its subsidiaries. The consideration reflects

10 Liberty Global is a public limited company listed on the NASDAQ Global Select Market and headquartered in Bermuda.
It owns and operates cable networks offering television, broadband internet, fixed-line voice telephony and mobile
telecommunications services in Europe. Liberty Global's UK turnover in its 2024 financial year was €[2<] billion. Parties,
FMN, paragraph 106(i).

" Telefonica is a global telecommunications operator and mobile network provider listed on the stock exchanges in
Spain, New York and Lima, and headquartered in Madrid. Telefénica’s UK turnover in its 2024 financial year was

€[<] billion. Parties, FMN, paragraph 106(ii).

2 InfraVia is a European private equity firm that specialises in real assets and technology investments throughout
Europe. It is headquartered in France. The UK turnover of the investment funds managed by InfraVia in its 2024 financial
year was €[¢<] million. Parties, FMN, paragraph 106(iii).

'3 Parties, FMN, paragraph 104.

4 Parties, FMN, paragraph 104. See Nexfibre Networks Limited, ‘Annual Report and Financial Statements for the year
ended 31 December 2024’, page 4.

15 Parties, FMN, paragraph 107. See VMED 02 UK Holdings Limited, ‘Annual Bond Report and Consolidated Financial
Statements’, 31 December 2025, page 48, 49, 65 and 83.

6 The Parties submitted that Brsk ISP now operates under the YouFibre brand, following the operational merger of
YouFibre and Brsk ISP in March 2026. Parties, FMN, paragraph 135. For brevity, in some instances in this report we
refer to Substantial’s retail business simply as YouFibre.

7 Parties, FMN, paragraph 105.
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2.6

2.7

2.8

2.9

an enterprise value (EV) of up to £[¢<] billion, '® funded through cash [$<] and the
rollover of around £[5<] million of Substantial’s senior debt.'®

In accordance with a transaction framework agreement signed on [<], shortly
following completion under the SPA, the Substantial Group will be split such that
(i) the ‘last mile’ access network assets held by Netomnia and Brsk will be retained
by nexfibre and (ii) VMO2 will pay nexfibre a consideration of £150 million to
acquire the remainder of Substantial, including the retail ISPs YouFibre and Brsk
ISP.20

Contemporaneously with the Transaction, nexfibre and VMO2 will enter certain
commercial arrangements whereby, among other things, nexfibre will agree to
upgrade certain parts of VMO2’s broadband network to FTTP (comprising

c.2.1 million premises). nexfibre will finance and own the upgraded network, which
VMO2 will then use to deliver FTTP services.?! The Parties told us that [$<].??
These agreements [6<].23 [<].24

VMO2 will receive £1.1 billion in cash from nexfibre and obtain an equity stake in
nexfibre. In exchange, VMO2 will pay nexfibre an ‘FTTP availability fee’ in relation
to 4.6 million premises where the FTTP network is available but VMOZ2 still has
customers connected to hybrid fibre coaxial cable (HFC) (see the nature of
competition chapter for a discussion of alternative broadband technologies).?® [<].
Of these 4.6 million premises: 2%

(@) c¢.2.5 million premises are VMOZ2's HFC premises that overlap with
Substantial’s FTTP footprint; and

(b) c¢.2.1 million premises are VMOZ2’s HFC premises for which FTTP becomes
available through the upgrades funded by nexfibre.

The Parties submitted that [¢<] sale process was conducted for the Substantial
business, which led to (i) nexfibre with its shareholders Liberty Global, Telefonica
and Infravia (together the nexfibre Consortium) and (ii) CityFibre (another

8 Parties, FMN, paragraphs 110 and 119.

19 Substantial annex to P1-s109(01)-Substantial, slides 10 and 20: ‘[¢<]’. However, based on an assumption that the
Transaction closes in September 2026, InfraVia’s presentation to the CMA on 29 July 2026 stated that Substantial senior
debt of £[8<] would roll over, and Substantial junior debt of £[8<] would be repaid. InfraVia, Presentation of S&U and
Business Plan), 29 July 2026, slide 9.

20 parties, FMN, paragraphs 1, 111 and 121.

21 Parties, FMN, paragraphs 2, 112—114 and 158.

22 Parties’ response dated 10 August 2026 to the CMA’s RFI dated 4 August 2026 (P2-RFI3-Parties), question 10(c),
paragraph 34.

23 Parties, FMN, paragraphs 2, 112-114 and 158.

24 Parties, FMN, paragraph 115.

25 Parties, FMN, paragraph 114.

26 pParties, FMN, paragraphs 112-114. See also VMO?2 internal document, Annex 8.B.1.014 to the FMN, slides 6-7.
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provider of wholesale broadband), being identified as the two final bidders in the
binding offer stage:?’

(@)

Rationale

In respect of the nexfibre Consortium bid, discussions between Substantial,
Liberty Global and Telefénica began with the signing of an NDA on [¢<]. The
nexfibre Consortium proceeded to submit initial and revised non-binding
offers on [¢<]. Following Substantial’'s acceptance of the nexfibre
Consortium’s offer on [¢<], the Parties engaged in final commercial
negotiations and signed the SPA on 18 February 2026.

In respect of the CityFibre bid, discussions between Substantial and
CityFibre began with the signing of an NDA on [¢<]. CityFibre proceeded to
submit initial and revised non-binding expressions of interest on [<] and
offers on [].

2.10 The Parties submitted that the Transaction is intended to:28

(@)

facilitate cable-to-fibre upgrades by unlocking capital for nexfibre to resume
investment in fibre deployment by upgrading VMOZ2’s existing HFC premises
to FTTP, expand its footprint at a lower per-premise deployment cost and
create a denser FTTP network within Substantial’s footprint;

create a sustainable challenger to BT/Openreach, with the financial security
and scale required to pose an active constraint on BT/Openreach;

unlock the competitive potential of Substantial’s network, enabling targeted
infill to give its footprint comprehensive coverage and present a highly
attractive alternative provider to the incumbent, BT/Openreach, for ISPs;

secure the economic viability of nexfibre, transforming it into an operator with
a material and growing customer base and a fully financed business plan to
support future upgrades and wholesale local access (WLA) activities; and

increase and accelerate fibre uptake for retail customers, by creating strong
financial incentives to migrate customers from legacy cable to high-speed
FTTP technology and facilitating VMOZ2 customers in accessing FTTP
technology.

27 Parties, FMN, paragraph 127 and Table II.
28 parties, FMN, paragraph 124.
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2.11  The Parties’ internal documents discussing the rationale are broadly consistent
with the Parties’ submissions described above.?°

29 For example, VMO?2 internal documents, Annex 8.B.1.014 to the FMN, slides 2 and 5, and Annex 8.B.1.016 to the
FMN, slides 2 and 3 (the document, however, also describes additional factors including [<]).
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3.1

3.2

3.3

RELEVANT MERGER SITUATION

This chapter addresses the first of the two statutory questions which we are
required to answer under section 36(1) of the Act, namely whether arrangements
are in progress or in contemplation which, if carried into effect, will result in the
creation of an RMS.

The concept of an RMS, which is used to assess whether the CMA has jurisdiction
to investigate a merger, has two principal elements: (a) two or more enterprises
cease to be distinct enterprises; and (b) a threshold test based on share of supply
and/or turnover — in this case the relevant test is whether the value of the turnover
in the UK of the enterprise being taken over exceeds £100 million.3° We address
each of these elements in turn below.

For the reasons set out below, we provisionally conclude that the Transaction, if
carried into effect, will result in the creation of an RMS, on the basis that nexfibre
and Substantial are enterprises that will cease to be distinct and that the value of
the turnover in the UK of the enterprise being taken over (Substantial) exceeds
£100 million.

Enterprises ceasing to be distinct

Enterprises

3.4

3.5

3.6

The first element of the jurisdictional test is whether two or more enterprises will
cease to be distinct as a result of the Transaction. 3"

The Act defines an ‘enterprise’ as ‘the activities, or part of the activities, of a
business’. A ‘business’ is defined as including ‘a professional practice and includes
any other undertaking which is carried on for gain or reward or which is an
undertaking in the course of which goods or services are supplied otherwise than
free of charge’.3?

As noted above, nexfibre offers wholesale FTTP broadband to ISPs and its UK
turnover in its 2024 financial year was £20.1 million.33 Substantial is a holding
company for the Substantial Group that includes Netomnia and Brsk, which
develop and operate FTTP networks, and YouFibre and Brsk ISP, which are retail
providers of FTTP broadband.

30 Sections 23 and 24 of the Act. The share of supply and hybrid test can apply when determining the RMS question, but
these do not need to be considered in this case.

31 Section 23 of the Act.

32 Section 129(1) of the Act.

33 Parties, FMN, paragraph 104. See Nexfibre Networks Limited, ‘Annual Report and Financial Statements for the year
ended 31 December 2024’, page 4.
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3.7 Our provisional conclusion is that each of nexfibre and Substantial is a ‘business’
within the meaning of the Act and that, accordingly, the activities of each of
nexfibre and Substantial constitute an ‘enterprise’ for the purposes of the Act.

Ceasing to be distinct

3.8 The Act provides that any two enterprises ‘cease to be distinct’ if they are brought
under common ownership or common control. 34

3.9 As a result of the Transaction, nexfibre, through its indirect subsidiary nexfibre
BidCo Limited, will acquire the entire issued share capital of Substantial and its
subsidiaries. 3> Accordingly, on completion of the Transaction, nexfibre and
Substantial will be brought under common ownership and control within the
meaning of section 26 of the Act.

3.10  Our provisional conclusion is therefore that the Transaction will, if carried into
effect, result in two or more enterprises ceasing to be distinct, namely (i) nexfibre
(together with its shareholders Liberty Global, Telefénica and InfraVia) and VMO2
on the one hand, and (ii) Substantial on the other.

The turnover test

3.11  The second element of the jurisdictional test seeks to establish sufficient
connection with the UK, on the basis of one of the turnover test, 3¢ the share of
supply test3’ or the hybrid test.38

3.12  The turnover test is satisfied where the value of the turnover in the UK of the
enterprise being taken over exceeds £100 million.3® Substantial’s UK turnover was
£104 million in its 2025 financial year.4° We are therefore satisfied that the
turnover test is met.4!

Conclusion on the relevant merger situation

3.13 In view of the above, we have provisionally found that arrangements are in
progress or contemplation which, if carried into effect, will result in the creation of
an RMS.

34 Section 26 of the Act.

35 parties, FMN, paragraph 110.

36 Section 23(1) of the Act.

37 Sections 23(2)-23(4) of the Act.

38 Sections 23(4C)—23(4G) of the Act.

39 Section 23(1)(b) of the Act.

40 Parties, FMN, paragraph 157.

41 As we have provisionally concluded that the turnover test is met, there is no need to consider the share of supply or
hybrid test.
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NATURE OF COMPETITION

This chapter provides background information about the supply of fixed broadband
services in the UK by the Parties and their competitors. We consider:

the fixed broadband supply chain;

network operators (including the wholesale supply of fixed broadband
services); and

the retail supply of fixed broadband services.

The fixed broadband supply chain

4.2

The Parties are active in the supply of broadband services at a fixed location
(fixed broadband). An overview of the fixed broadband supply chain is provided
in Figure 4.1, and we provide a brief summary of each level below:

(@)

Physical infrastructure operators build and operate the infrastructure used
to deploy fixed broadband networks, such as ducts and poles.*? Network
operators may build their own physical infrastructure, or use that of third
parties (primarily Openreach’s). Openreach is mandated to provide specific
access to its physical infrastructure, with pricing and other terms regulated by
Ofcom in the physical infrastructure access (PIA) regime (see Appendix A for
further information).

Network operators build and operate their own fixed broadband networks.
Each of the Parties is a network operator. Some network operators are
wholesale providers that sell network access to third-party retail ISPs (see
below). Some other network operators are fully vertically-integrated and
supply only their own retail business (some follow a mixed model, ie
operating as both a wholesale and retail provider). We discuss this level of
the supply chain in further below.

Retail ISPs provide residential consumers and businesses with fixed
broadband services. Some retail ISPs purchase network access from one or
more third-party network operators; others are vertically-integrated and self-
supply their own network access; and still other ISPs follow a hybrid model,
depending on the area they are selling fixed broadband.*® We discuss this
level of the supply chain in further detail below.

42 Ducts are underground pipes that house underground telecommunications cables, and poles support above-ground

cables.

43 For example, Substantial has an agreement over which it can connect customers using Openreach’s network. Parties,
FMN, paragraph 354(a).
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Figure 4.1: The fixed broadband supply chain
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Source: Parties, FMN, Figure (3) (based on Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review
2026-31 — Volume 2: Market definition and SMP assessment, 17 March 2026, Figure 2.1).

Notes: The diagram is stylised. The Parties note that:

*CityFibre uses a mix of self-build and Openreach PIA.

**Hyperoptic uses Openreach PIA and Openreach leased lines.

Network operators and the wholesale supply of fixed broadband
services

4.3 We first discuss the technologies through which fixed broadband is delivered, then
the provision of fixed broadband networks, and finally the wholesale provision of
these networks.

Fixed broadband networks

4.4 Fixed broadband connections rely on national fibre networks to reach an exchange
serving a local area (a local exchange).** These local exchanges are connected
through ‘last mile’ network infrastructure (a local access network) to individual
premises (ie homes and businesses) using four main types of technology.4®

(@) Asymmetric digital subscriber line (ADSL): Each premise is connected to
the local exchange via copper (telephone) cables. The maximum download

44 \We focus on networks which serve local areas, rather than backhaul networks which connect local exchanges to ISPs’
core networks.

45 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraphs 2.28-2.29.
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speed for ADSL is around 24 Mbps, although speeds diminish with the length
of the copper cable.

(b) Fibre to the cabinet (FTTC): optical fibre connects the local exchange to a
street cabinet closer to the premise, with copper cables connecting the
cabinet to each premise. Download speeds are faster than ADSL, up to
80 Mbps, although speeds also diminish with length of the copper cable.

(c) Hybrid fibre coaxial cable (HFC): HFC connections use optical fibre to
connect the local exchange to a street cabinet, and coaxial cable from the
cabinet to the premise. Speed still diminishes with the distance from the
premise to the cabinet, but to a lesser extent than on copper cables, and
download speeds are significantly quicker — HFC can deliver download
speeds up to 2.2 Gbps and is therefore ‘gigabit capable’. The technology is
‘asymmetric’, in that upload speeds are slower than download speeds (and at
most 100 Mbps).46 VMO?2 is the only network operator in the UK that uses
HFC technology.*’

(d) Fibre to the premise (FTTP): The connection from the local exchange to the
premise is provided entirely over optical fibre (this technology is therefore
also known as ‘full fibre’). Speed does not diminish with the distance from the
exchange, and maximum speeds are higher than HFC: the latest form of
FTTP technology (known as XGS-PON) can deliver up to 10 Gbps symmetric
speeds with lower latency and greater reliability than other technologies.
VMO2, nexfibre, Substantial and CityFibre (amongst others) have FTTP
networks which use this form of technology.4?

4.5 Historically Openreach has had the largest fixed broadband network and Ofcom
has identified it as having significant market power (SMP) in the relevant
broadband markets.4® We discuss Ofcom’s regulatory framework in Appendix A.

4.6 Since 2016, Ofcom’s strategy has been to promote investment in gigabit-capable
technologies (ie HFC and FTTP), through network competition where it is viable. In

46 The total capacity of an HFC network can be increased through upgrades to the available frequency range and
network equipment. VMO2’s HFC network relies on DOCSIS 3.1 technology, an upgrade to DOCSIS 4 would not incur
new connection costs, which are incurred when upgrading HFC to FTTP. Parties, FMN, paragraph 299; and Parties, ISM
transcript, page 36-37, lines 25-9.

47 VMO2 services a small proportion of homes using Radio Frequency over Glass (RFOG). This technology uses full
fibre to the outside wall of a premises and is then linked to a media converter, from which coaxial cable connects to the
customer’s in-home broadband kit. RFOG allows download speeds of up to 2.2 Gbps and upload speeds of up to
100Mbps. Parties, FMN, paragraphs 27, 300, and 330.

48 An older GPON variant of FTTP used by Openreach can deliver upload speeds up to 1.2 Gbps. The newer XGS-PON
variant can deliver up to 10 Gbps (with symmetric download and upload speeds) and is more commonly used by altnets.
The difference between GPON and XGS-PON relates to the equipment placed at the end of the fibre, rather than the
fibre itself. Parties, FMN, paragraph 300 and 501.

49 In its market reviews, Ofcom defined, among others, a market for wholesale local access. See Ofcom, Wholesale
Local Access Market Review: Statement, 28 March 2018, paragraph 1.21; Ofcom, Promoting competition and investment
in fibre networks: Wholesale Fixed Telecoms Market Review 2021-26, 18 March 2021; and Ofcom, Promoting
competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 1: Overview, summary and
structure, 17 March 2026, paragraph 2.102.
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2021, it put in place a regulatory framework with the aim of promoting network
investment and competition, and this was followed by significant network build by
Openreach and altnets. From May 2021 to July 2025, the number of UK premises
with access to FTTP increased from c¢.7 million to c.24 million.

4.7 In the Telecoms Access Review 2026—2031 (TAR 2026), Ofcom stated that
gigabit-capable coverage had met the Government’s target of reaching 85% of
premises by the end of 2025.% Ofcom told us that the benefits of developing
competition are already being felt in the form of attractive pricing offers for
consumers, innovation in terms of the adoption of new technologies, and a greater
choice of services.® However, Ofcom also told us that network competition takes
time to develop, and that it concluded in the TAR 2026 that competition has not yet
developed to the point where Openreach no longer has SMP in the relevant
broadband market. 5253

4.8 In the TAR 2026, Ofcom stated that it expects further altnet build to be more
limited than in previous years, given a changed investment climate.>* The Parties
and some third parties have also acknowledged this trend.%® Openreach continues
to expand its FTTP network however: Openreach told us that it plans to reach
25 million premises with FTTP by December 2026, and approximately 30 million
premises in the early 2030s (see Table 4.1 below for a comparison against other
providers).®

Network operators

4.9 The largest local access networks in the UK are owned by Openreach and
VMO2/nexfibre. Openreach is the largest provider, with most of its premises now
covered via FTTP.% VMO2 is the next largest; with most of its premises currently
covered via an HFC network and only a minority of premises connected by FTTP

50 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 1:
Overview, summary and structure, 17 March 2026, paragraph 2.27.

51 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, page 1.

52 Ofcom response dated 18 September 2026 to the CMA'’s RFI dated 15 September 2026.

53 Ofcom has stated that take-up on rival providers is critical, as it underpins the ability of altnets to exert an effective
competitive constraint in the long term, and so for competition to be sustainable (Ofcom, Promoting competition and
investment in fibre networks: Telecoms Access Review 2026-31 — Volume 3: Non-pricing remedies, 17 March 2026,
paragraphs 1.17-1.26).

54 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraphs 2.33.

55 For example, Substantial’'s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 14; and
INCA, Annual Report 2026, March 2026, page 27.

56 Third-party call note: [$<].

57 Ofcom, Connected Nations 2025 Methodology Annex, 19 November 2025, paragraph 22. Ofcom define a premise as
covered if fibre is deployed in close proximity, so only a dedicated fibre connection to the premises would be necessary
to provide full-fibre connectivity to the local exchange or access node; and where the end-user would expect to pay only
a published pre-agreed connection charge, if one was to be imposed. The industry also uses the term ‘premises passed’;
whilst precise definitions vary across providers, the meaning is broadly similar.
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at present.® All others network providers are classified as altnets,%® which have
generally built their networks entirely with FTTP and have, in general, avoided
overbuilding each other.° The largest altnets are CityFibre, Substantial,
Community Fibre and Hyperoptic. Most other altnets are materially smaller.®

410  We present data on the premises covered by each network in Table 4.1 below. We
emphasise that this information is based on a snapshot in time, and may not
reflect current network sizes, eg due to further network build.

Table 4.1: 2026 network footprints — UK-wide

Provider Total premises Coverage (% of total
covered (millions) UK premises)
Total 32.2 100.0
VMO2/nexfibre 18.1 56.2
... of which VMO2 HFC 10.2 31.6
... of which VMO2 FTTP [] [<]
... of which nexfibre FTTP 2.5 7.8
.. of which VMO2 RFOG [] []
Substantial 3.0 9.4
CityFibre 4.6 14.2
Openreach total 32.2 99.9
... of which FTTP 20.4 63.4
... of which legacy technology 11.7 36.5
Community Fibre [1-2] [0-5]
Hyperoptic [1-2] [0-5]
Other providers* 6.5

Source: CMA analysis of Ofcom’s Connected Nations January 2026 dataset and VMO2 data as of [5<].

Note: Other providers comprise the remaining 45 altnets included in the Ofcom’s Connected Nations January 2026 dataset. We do not
report a coverage figure for this category, as doing so would likely overstate the number of unique premises covered due to a small
degree of overlap between the networks of these smaller providers. For example, see Thinkbroadband, The State of Broadband —
September 2025, Fibre Overbuild by Provider. We note that the numbers presented here are based on historical information and may
not reflect current network size, eg due to additional build.

58 OQver [95]% of the VMO2/nexfibre footprint (including all technologies) is overbuilt by Openreach. VMO2/nexfibre’s
FTTP only footprint is also over [95]% overbuilt by Openreach (CMA analysis of Ofcom’s Connected Nations January
2026 dataset and VMO2 data on Fibre Up build as of [¢<]).

59 An altnet is a network provider, other than Openreach or VMO2, that builds its own network infrastructure for
wholesale and/or retail provision of broadband services. Ofcom, Promoting competition and investment in fibre networks:
Telecoms Access Review 2026-31 — Volume 1: Overview, summary and structure, 17 March 2026, footnote 27.

60 For example, the Merged Entity would compete with at least two altnets in just 3.2% of its footprint. CMA analysis of
Ofcom’s Connected Nations January 2026 dataset.

67 In its Telecom Access Review, Ofcom identified that 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). Ofcom, Promoting
competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 1: Overview, summary and
structure, 17 March 2026, paragraph 2.24.
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The wholesale supply of fixed broadband services

Wholesale fixed broadband providers and customers

4.11  As noted above, only some network operators wholesale their local access
network to third parties. Nationally, the most significant wholesale provider is
Openreach. The next largest wholesaler is CityFibre, which is materially smaller
than Openreach and supplies wholesale services to many ISPs including Sky and
VodafoneThree.®? VMO2/nexfibre and Substantial currently only self-supply their
own ISPs, albeit they had both engaged in wholesale negotiations with third-party
ISPs prior the Transaction (see the counterfactual section for details).

4.12 The main customers of wholesale providers are retail ISPs, such as Sky and
VodafoneThree, and wholesale aggregators, such as PlatformX Communications
(PXC) operated by TalkTalk Group.%® Wholesale aggregators contract with
multiple wholesale providers and offer ISP customers access to multiple networks.
Evidence indicates that the aggregation business model has not yet gained much
traction relative to the direct wholesale model,®* and throughout this report we do
not separately distinguish aggregators from retail ISPs as this distinction is not
material to our assessment.

Wholesale negotiations and parameters of competition

413 Terms of wholesale access are set through a process of negotiation between
wholesale providers and ISP customers.® The negotiations can occur over
months or years. %6

4.14  All the major ISPs have a wholesale agreement with Openreach.%” Many of the
key terms of such agreements are set through or restricted by regulation, as
discussed in Appendix A.% Openreach has implemented pricing discounts termed
Equinox 1 (announced in 2021) and Equinox 2 (announced in 2022),%° and

62 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraph 2.12.

63 TalkTalk Group is currently seeking to sell both its wholesale (ie PXC) and retail ISP business (ie TalkTalk). Weekly
Brief - 25th September 2026 | thinkbroadband; TalkTalk issue strategic update on sale of UK broadband and PXC
businesses UPDATE - ISPreview UK; TalkTalk races to sell consumer and broadband arms as administration looms |
TalkTalk | The Guardian (last accessed on 28 September 2026).

64 Third-party call note: [$<].

65 parties, FMN, paragraph 485.

66 |n the early stages of commercial negotiations, parties may exchange summary slides and then develop to more
detailed term sheets, before progressing to drafting and negotiation of long form binding contracts followed by
implementation of IT and network integration leading to the commercial launch. Parties, FMN, paragraph 560-564.

67 Parties’ response to the Areas of focus, 20 July 2026, paragraph 128.

68 Openreach retains some pricing flexibility, but the nature of discounts it offers geographically in particular are also
restricted by regulation.

69 Openreach has also provided other discounts, such as line rental and connection fee discounts.
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4.15

4.16

417

Openreach’s Equinox 2 prices have become a significant reference point against
which competing providers benchmark their own offers.”0.7

ISPs may negotiate wholesale agreements with altnets, for example Sky and
VodafoneThree both have contracts with CityFibre.”? ISPs may do so where
offered a sufficient discount to Openreach’s price over a sufficiently large footprint
to justify the integration costs.”® Where they have integrated with multiple
networks, ISPs choose which wholesaler they will use to provide new connections
to premises, and can also seek to migrate premises currently connected to one
network to another. Such decisions are often incentivised by contractual provisions
in the ISP's wholesale agreements, for example prices and volume-based
incentives.”

Wholesale prices can consist of an upfront connection fee for installing and
activating a connection,’® integration fees,’® as well as a recurring fee for ongoing
rental of the local access network.’” Wholesale prices to an individual customer
(such as an ISP) are typically broadly uniform across a network footprint, but can
vary with volumes committed by ISPs to the network.”87° Negotiations also cover
other parameters, such as measures intended to address conflicting incentives of
wholesale providers who also operate retail businesses, such as Most Favoured
Nations (MFN) clauses;& minimum volume commitments; service levels;
installation performance; and contract durations.?’

The most frequently cited parameters of wholesale competition appear to be
wholesale prices and network scale. The Parties submitted that wholesale
competition is primarily driven by price and scale;®? and as shown in Figure 4.2
below, all respondents to our third-party questionnaire also ranked price and scale
within the top five most important factors. 83

70 Parties’ response to the Areas of focus, 20 July 2026, paragraph 131-133.

71 Competing providers may also benchmark service levels against Openreach. Parties, FMN, paragraph 419.

2 Third-party call note: [$<]; and Third-party call note: [$<].

73 Parties, FMN, paragraph 484.

74 Third-party call note: [<].

75 Third-party call note: [<].

76 Third-party call note: [$<].

7 Third-party call note: [£<].

78 Documents show that [6<] (nexfibre annex to P1-s109(02)-nexfibre, ‘[<]’, page 50).

9 In their Areas of Focus response, the Parties also linked the scale of the discount that [$<] might achieve from nexfibre
to its volumes (Parties’ response to the Areas of focus, 20 July 2026, paragraph 196).

80 MFN clauses are a feature of wholesale agreements and aim to protect ISPs against discriminatory pricing by vertically
integrated network operators (Parties, FMN, paragraph 555).

81 Third-party call note: [¢<].

82 parties, FMN, paragraph 483.

83 We asked third parties to rank the following parameters: network scale; price; network location; speed and reliability of
the technology available; service level; network density; integration costs and minimum volume commitments (8 factors).
The average rank for network scale was 2.3 amongst customers, and 1.8 amongst suppliers, for price was 2.5 amongst
customers and 1.8 amongst suppliers. The average ranks for all other parameters were higher. Minimum volume
commitments were ranked in the top 5 most important by less than a third of both customers and suppliers, as were all
additional parameters added by third parties. These were long-term security of supply and rates ([¢<] ranked this
second); ease of doing business ([¢<] ranked this third); incentive payments from suppliers ([¢<] ranked this third);
demographic match to customer base ([¢<] ranked this fourth); cross-selling ([¢<] ranked this sixth); network build quality
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418 We consider in the competitive assessment how wholesale prices interact with
retail prices. Regarding scale, the evidence shows that (all else equal) ISPs prefer
networks with larger scale due to the upfront costs of integrating with a new
provider.8 While there is no clear ‘minimum scale’ at which an altnet can compete
in wholesale, 8% we consider that the significant fragmentation of the altnet tail
significantly limits the wholesale prospects of all but the largest altnets. 28

4.19 The Parties and a majority of third parties also identified service levels and
speed/reliability of the technology as amongst the most important parameters of
wholesale competition. The Parties additionally said that innovation and network
rollout are important parameters.®” Whilst a majority of third parties ranked
network location (related to network rollout) and integration costs amongst the top
5 most important factors, third parties did not mention innovation.

4.20 The Parties also submitted that ISPs prefer to contract with wholesale providers
with a broad and dense geographic coverage.® As set out below, only a minority
of third parties ranked network density amongst the top 5 factors.?® The Parties
indicated that this may be explained by lack of third-party experience with low-
density networks,®® however, third-party commentary indicated they had such
experience. For example, a few third parties mentioned the prevalence of digital
and marketing strategies as effectively mitigating low density, °'-°? though another
drew on its experience in recent negotiations (in saying density was important).%

([5<] ranked this ninth) and brand ([¢<] ranked this tenth). We have categorised as ‘other’ all parameters mentioned by
less than a third of both customers and suppliers. (Third party responses to the CMA'’s phase 2 third-party questionnaire,
question 6: [<]; and Third party responses to the CMA’s phase 2 third-party questionnaire, question 13: [].

84 |n this regard, [¢<] submitted that a network of around one million homes is a practical minimum scale for integration,
because smaller networks may not justify the operational complexity (Third-party call note: [¢<]). [¢<] submitted that
scale is important because it needs sufficient footprint to justify the investment costs of onboarding a wholesaler from an
IT and network integration perspective (Third-party call note: [6<]). [¢<] submitted that initially, it prioritised partnering
with large scale network providers with at least one million premises (Third-party call note: [¢<]).

85 For example, Community Fibre currently supplies to large ISPs, despite having a network of less than 2 million
premises (Third-party call note: [¢<]). In addition, [8<] submitted that it does not have a ‘brightline’ minimum network
scale (Third-party call note: [¢<]). [¢<] submitted that more recently, factors other than scale have also become more
important in [6<] selection of providers (Third-party call note: [$<]).

86 |n this regard, we note that all altnets other than Community Fibre and Hyperoptic have passed less than [$<]
premises (or less than [0-5]% of national premises). CMA analysis of Ofcom’s Connected Nations January 2026 dataset.
87 Parties, FMN, section 14.1.3.

88 parties, FMN, paragraph 493.

89 Third party responses to the CMA’s phase 2 third-party questionnaire, question 6: [¢<]; and Third party responses to
the CMA’s phase 2 third-party questionnaire, question 13: [<].

% The Parties said that were third parties to gain experience marketing to a very low-density network (rather than
Openreach which is not low density), their views may change (Parties, ISM transcript, page 45, lines 16-22).

91 A Tier 1 ISP said that it has not had problems with altnets not being available in every premises in a local area, having
strategies such as marketing at the higher price, advertising multiple prices, using a lookup to check availability on its
website, and direct mail or emails based on known availability (Third-party call note: [¢<]).

92 A network operator said that density was important a number of years ago, but digital capabilities have eroded this,
citing Substantial’'s growth in spite of being a less dense network as an example (Third-party call note: [5<]).

98 A network operator said that its network density was seen as very beneficial in its negotiations, and noted that a hybrid
HFC/FTTP network is not attractive as a wholesale platform since it creates inconsistent market propositions by
postcode (Third-party call note: [$<]).
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Figure 4.2: Wholesale parameters of competition mentioned in the top 5 most important by
respondents, split by respondent type (customers and suppliers)
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Source: CMA analysis of six customer and eight supplier responses to the CMA’s phase 2 third-party questionnaire (Third party
responses to the CMA'’s phase 2 third-party questionnaire, question 6: [5<]; and Third party responses to the CMA’s phase 2 third-party
questionnaire, question 13: [5<]). Two responding entities are both customers and suppliers — they appear both as customers and
suppliers with their respective views in each setting. We include factors ranked in the top 5 by at least a third of customers and
suppliers.

The retail supply of fixed broadband services

4.21 In the discussion below, we first outline the competitive landscape of retail
broadband providers, before considering parameters of competition.

Retail fixed broadband providers

4.22 Retail ISPs provide broadband to end-users (individuals and businesses) using
their own networks or the networks of third-party network operators. The Parties
identify five broadly national providers as ‘Tier 1’ ISPs.% These are BT Group,
Sky, VMO2, TalkTalk, and VodafoneThree. The Parties identify other smaller
providers as ‘Tier 2" ISPs.

4.23  The retail competitive strengths of these ISPs vary in different areas, for example
because (as set out in our competitive assessment and Appendix D) they use
different networks in different areas, and because vertically integrated ISPs will be
strongest when operating on their own network. Therefore, whilst we set out
national shares below for context, these shares do not fully account for the
strength of retail ISPs in any given area, or recent trends in competitive strength.®

% Parties’ response to the Areas of focus, 20 July 2026, footnote 205.

% The shares represent a static snapshot reflecting customer acquisition and retention outcomes over a number of
years. As such, they may not fully capture recent developments in retail competition, including changes in the relative
strength of ISPs such as growth of fixed broadband providers. For example, a nexfibre internal document notes large
highly positive net adds for Vodafone, implying it has a growing share. Parties’ annex to FMN, ‘[&<], slide 24.
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For example, VMO2's share is around [30-40]%,° and YouFibre's share is around
[10-20]%,°7 within their own network areas.

Table 4.2: Retail shares of supply, based on 2025 number of premises connected nationally

Provider Shares (%)
Parties’ combined shares [20-30]
...VMO2 [10-20]
...YouFibre [0-5]
Other Tier 1 ISPs [60-70]
...BT Group [30-40]
...Sky [20-30]
... TalkTalk [5-10]
...VodafoneThree [56-10]
Other Tier 2 ISPs [10-20]
Total 100

Source: CMA analysis of Parties’ data. Parties, FMN, Table XII.

4.24

4.25

4.26

Parameters of competition

The Parties submitted that price is the primary parameter of competition at the
retail level, particularly for customer acquisition. 8 Similarly, respondents to our
third-party questionnaire generally ranked retail price as the most important,
followed by initial offers, download speeds, quality of service,
reviews/recommendations, and the potential for mid-contract price rises. %10

ISPs’ offerings are differentiated across these parameters, as well as others such
as bundled broadband and mobile/TV offerings (particularly for providers such as
VMO2, Sky and BT). Some of this differentiation stems from the terms of network
access, and there is evidence that lower wholesale prices are reflected in lower
retail prices (see the discussion in the competitive assessment below).

Further, ISPs often differentiate retail prices to individual end-customers in
response to a wide array of factors, including their contract status, measures of

wholesale and retail competition, and their engagement. For example:

9% CMA analysis of Ofcom’s Connected Nations 2026 fixed broadband networks coverage data.

97 We base our assessment of YouFibre’s share on its penetration rate for Q1 2026. Source: Substantial annex to P1-
RFI2-Parties: ‘[<], page 8.

% Parties, FMN, paragraph 679.

99 We asked third parties to rank a list of parameters. Third parties were able to, but did not, add parameters. We
mention here all parameters included in the top 5 factors by at least two respondents, ranked by their average score
(Third party responses to the CMA’s phase 2 third-party questionnaire, question 19: [¢<]).

100 [5<] explained that network installation times are an important quality of service parameter which make its offering
attractive to ISPs. In particular, it can install networks quickly and has [é<] (Third-party call transcript: [$<]).
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(@) New joiners to a broadband network often get better prices than existing
customers. 101,102

(b) [+<1.1

(c) Third party evidence indicates that retail prices respond to local competitive
conditions, although the extent varies across providers. % Ofcom also told us
that it considers geographic variation in retail broadband pricing to be an
important feature of the market, and that it could become more prevalent
over time. 105

101 Ofcom data broadly covering the Tier 1 ISPs shows that out-of-contract standalone fixed broadband customers paid
around £7.20 per month (or 25%) more than in-contract customers in 2025. Ofcom Pricing Trends 2025 Chart Data,
Pricing and consumer engagement report, Figure 21.

102 A VMO?2 internal document containing insights from its Q3 2025 Joiners and Leavers Survey indicates that [$<]
(Parties annex to FMN: ‘[¢<7, page 6).

103 [8<]. P1-RFI3-Parties, question 3, Schedule 2 paragraph 5 and Schedule 4 paragraph 3.

104 Qver half of respondents to our questionnaire ([$<]) indicated that prices their customers pay vary in response to local
retail competitive conditions in some way, though how far varied from pricing structures directly responsive to
competition, targeting on bundle pricing, and in responsiveness of retention pricing to higher churn in more competitive
areas. [<] indicated that it is investing in capabilities which will allow greater pricing flexibility in recognition of a local
dimension of competition. [¢<] said it does not undertake geographic pricing and does not expect to move towards it in
future. (Third party responses to the CMA’s phase 2 third-party questionnaire, question 21: [<].)

105 Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 5.
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5.1

COUNTERFACTUAL

This chapter sets out our assessment of, and provisional conclusions on, the
appropriate counterfactual for the Transaction. It is structured as follows:

(a) framework for assessing the counterfactual;
(b) assessment of the relevant counterfactual for Substantial,
(c) assessment of the relevant counterfactual for VMOZ2/nexfibre; and

(d) provisional conclusions on the appropriate counterfactual.

Framework for assessing the counterfactual

5.2

5.3

54

5.5

Applying the SLC test involves a comparison of the prospects for competition with
the merger against the most likely competitive situation without the merger. This is
known as the counterfactual. '°¢

The counterfactual is not a statutory test. Rather it is an analytical tool used in
answering the statutory question of whether the merger gives rise to an SLC.'%7

Nor is the counterfactual intended to be a detailed description of the conditions of
competition that would prevail absent the merger. Those conditions are better
considered in the competitive assessment.'® The CMA will generally conclude on
the counterfactual conditions of competition broadly — that is, prevailing or pre-
merger conditions of competition, conditions of stronger competition or conditions
of weaker competition. ' The CMA also seeks to avoid predicting the precise
details or circumstances that would have arisen absent the merger and will often
focus on significant changes affecting competition between the merger firms.'1°
This reflects the fact that the counterfactual, as an analytical tool, is ‘simply a form
of “but for” analysis’. "

For example, if two or more possible counterfactual scenarios lead to broadly the
same conditions of competition, the CMA may not find it necessary to select the
particular scenario that leads to its counterfactual.''? In some instances, the CMA
may need to consider multiple possible scenarios before identifying the relevant

106 CMA129, paragraph 3.1 read together with paragraph 3.13, which provides that, at phase 2, the CMA will select the
most likely conditions of competition as its counterfactual.

107 CMA129, paragraph 3.1. See also Spreadex v CMA [2026] CAT 24 (Spreadex v CMA), paragraph 130 where the
Competition Appeal Tribunal (the Tribunal) stated that: ‘We underline that the counterfactual is not a statutory test.
Rather it is no more than a form of analytical tool used to help the CMA in answering the statutory question on the SLC

issue.’

108 CMA129, paragraph 3.7.

109 CMA129, paragraph 3.9.

110 CMA129, paragraphs 3.8 and 3.11.
"1 Spreadex v CMA, paragraph 130.
"2 CMA129, paragraph 3.9.
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counterfactual (eg a merger firm being purchased by alternative acquirers). In
doing this, the CMA will consider whether any of the possible scenarios make a
significant difference to the conditions of competition and, if any do, the CMA will
find the most likely conditions of competition absent the merger as the
counterfactual. '3

Establishing the appropriate counterfactual is an inherently uncertain exercise and
evidence relating to future developments absent the merger may be difficult to
obtain. Uncertainty about the future will not in itself lead the CMA to assume the
pre-merger situation to be the appropriate counterfactual. As part of its
assessment, the CMA may consider the ability and incentive (including but not
limited to evidence of intention) of the merger firms to pursue alternatives to the
merger, which may include reviewing evidence of specific plans where

available. 4

The assessment of the counterfactual does not seek to ossify the market at a
particular point in time. For example, an assessment based on the prevailing
conditions of competition can reflect that, absent the merger, the position of the
merging parties and their competitors would have continued to change and evolve
in the market over time. " The time horizon that the CMA considers when
describing the counterfactual will depend on the context and will be consistent with
the time horizon used in the CMA'’s competitive assessment.''® While there is a
need for overall consistency between the time horizon for assessing the
counterfactual and competitive effects of a merger, the CMA is not limited to
considering alternative scenarios that would have occurred at exactly the same
time as the developments that give rise to the merger under review.

Only events that would have happened in the absence of the merger under
review—and are not a consequence of it—can be incorporated into the
counterfactual.’” Where internal documents support claims being made by
merger firms or third parties that have an interest in the outcome of the CMA’s
investigation, the CMA may be likely to attach more evidentiary weight to such
documents if they were generated prior to the period in which those firms were
contemplating or aware of the merger, or if they are consistent with other
evidence. "8

The Parties submitted that the prevailing conditions of competition do not
represent the appropriate counterfactual against which the competitive effects of
the Transaction should be assessed.''® In particular, the Parties submitted that

13 CMA129, paragraph 3.13.

114 CMA129, paragraph 3.14.

115 CMA129, paragraph 3.3.

116 CMA129, paragraph 3.15.

"7 CMA129, paragraph 3.4.

18 CMA129, paragraph 2.29

119 Parties, FMN, 29 June 20'26, paragraph 259.
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each of Substantial, VMO2 and nexfibre would, absent the Transaction,
experience reduced network investment, slower FTTP deployment and higher
retail pricing than current conditions suggest. '?° Separately, CityFibre submitted
that the most likely conditions of competition absent the Transaction would involve
CityFibre acquiring Substantial. 2" We have therefore considered the appropriate
counterfactual for each of the Parties separately.

Counterfactual for Substantial

Our approach to the assessment

5.10

5.11

5.12

5.13

To assess whether the Transaction may be expected to give rise to an SLC, we
have assessed, based on the evidence we have seen, which of the following
counterfactual scenarios for Substantial is the most likely and, therefore, the
appropriate counterfactual in this case:

(a) Standalone scenario. Under this scenario, absent the Transaction,
Substantial would have remained under its current ownership as a
‘standalone’ business.

(b) CityFibre acquisition scenario. Under this scenario, absent the
Transaction, Substantial would have been acquired by an alternative
purchaser (the only likely one being CityFibre).

These scenarios would likely have led to materially different conditions of
competition, in particular:

(a) as a standalone operator Substantial would continue to operate in retail
through its retail arm (YouFibre) with capabilities to wholesale; 2> whereas

(b) if Substantial was acquired by CityFibre, CityFibre would sell Substantial’s
retail business (YouFibre) to a third-party and not operate in retail, and
CityFibre would wholesale the Netomnia network.

In this section, we consider the evidence for each of these scenarios before setting
out our provisional conclusions on the most likely and the corresponding impact on
the conditions of competition in the counterfactual which will form the basis of the
competitive assessment.

In coming to our provisional conclusions, we have carefully evaluated the weight
that it is appropriate to place on the different evidence provided to us by the

120 parties, FMN, paragraph 259.
121 CityFibre response to the Areas of focus, 4 August 2026, paragraph 2.1.

122 As explained below, it has not been necessary to conclude on the extent to which Substantial would operate in
wholesale in a standalone scenario.
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5.14

Parties and third parties. We have had regard to the interest a party has in the
outcome of our investigation, the timing of the relevant documents, including if
they were generated prior to the contemplation of the Transaction, and the extent
to which the evidence is consistent with other evidence provided to us.

In particular, we need to take account of the fact that the conduct during the period
in which the Transaction was being negotiated may have been influenced by the
Transaction. For example, the discussions leading up to the Transaction may have
affected the progress of Substantial's wholesale negotiations with ISPs. Similarly,
its negotiations with CityFibre were also conducted in the context of the nexfibre
Consortium’s fully funded offer and the timing constraints it imposed. As explained
above, our task is to assess what would most likely have happened but for the
Transaction. Evidence on events leading up to or otherwise influenced by the
Transaction therefore needs to be carefully interpreted. We have factored into our
assessment whether and how the Transaction could have influenced relevant
events and sought to consider, to the extent practicable, how events would have
evolved absent the Transaction.

Events leading up to the Transaction

5.15

5.16

5.17

5.18

Prior to the Transaction, Substantial had been considering various strategic
options. Since 2024, at a high level, these were: continued organic growth; growth
through acquisition; or a sale.'??

As part of its organic growth strategy, Substantial has been pursuing wholesale
negotiations with a number of ISPs with the aim of entering into a formal wholesale
contract including with Tier 1 ISPs ([<]),'?* and other ISPs, eg [¢<]."%° By the time
the SPA for the Transaction was signed on 18 February 2026, it had not entered
into any formal wholesale contract.

In relation to its network build, in August 2024, Substantial was targeting reaching
[<] million premises by [<]. In May 2025, this target was revised downwards to
5.0 million premises by 2027,26 and to [¢<] million premises in the

December 2025 [<]1%7

In relation to its growth through mergers and acquisitions (M&A) or sale options,
an internal Substantial presentation titled [¢<] stated: [¢<].%® In August 2024,
Substantial acquired Brsk, resulting in a combined network footprint of around

123 See for example, Substantial annex to FMN. See also Substantial annex to FMN which state that Substantial’s goal is
to [<] and suggests that [<].

124 Substantial submission, ‘Submission on the Scope of a Further Notice under Section 109 of the Enterprise Act 2002’,
28 May 2026, paragraph 2.3(c).

125 parties’ consolidated response dated 4 June 2026 to the CMA’s RFI dated 26 May 2026 (P1-RFI3-Parties),

question 14.

126 Substantial’'s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 68.

127 Substantial response dated 8 June 2026 to the CMA'’s email dated 5 June 2026, paragraph 2.1(b).

128 Substantial annex to FMN.

37



1.5 million premises.?° In announcing the Brsk transaction in June 2024,
Substantial described the transaction as creating ‘the only scaled and capital-
efficient retail, wholesale and consolidation platform in the market’. '3 In March
2025, Substantial [¢<] analysis indicated that [<]. 13

5.19  Substantial had been in discussions with CityFibre in relation to a potential [<]
since [¥<], 132 when Substantial and CityFibre entered into an NDA to facilitate
negotiation of a potential transaction on [$<]."33 Prior to [¢<], these discussions
were focused on an [¢<] between the two parties. As part of these [<]
discussions, CityFibre presented a business plan to Substantial on [<] regarding
a [¥<], and on [¥<], CityFibre submitted a formal proposal to Substantial. 34135
Discussions on [<] in relation to an [<] continued until around [¢<], during which
there had been a series of proposals and counterproposals. 36

5.20 The nexfibre Consortium also entered into discussions with Substantial making its
first non-binding offer to Substantial on [¢<] with a bid that valued Substantial at an
EV of £[5<] (with an equity value of around £[$<]).137 At this time, [$<], and the
nexfibre Consortium was bidding against CityFibre to acquire Substantial. On [<],
CityFibre submitted to Substantial a non-binding expression of interest to acquire
Substantial for an EV of £[¢<] (with an equity value of £[$<]). 138 [8<].139

5.21  During the second half of 2025, further non-binding offers were made by both the
nexfibre Consortium and CityFibre, '#° culminating in final offers being made by
both in [é<], which were subject to further revisions and negotiation which carried
on until around 18 February 2026 when the SPA was ultimately signed with the
nexfibre Consortium.

5.22  The nexfibre Consortium’s offer was for an EV of around £2 billion, funded through
cash; a £[¢<];'*! and the rollover of around £[¢<] of Substantial’s senior debt. 142

129 Parties, Phase 1 Teach-in slides (Substantial session), 22 April 2026, slide 5 and Parties, FMN, paragraph 151. The
Parties submitted that Brsk ISP now operates under the YouFibre brand, following the operational merger of YouFibre
and Brsk ISP in March 2026. Parties, FMN, paragraph 135.

130 Substantial’'s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 110.

131 Substantial’'s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 110.

132 Parties, FMN, Table II.

133 P1-s109(01)-Substantial, question 2.

134 P1-s109(01)-Substantial, question 2.

135 P1-RFI2-Parties, question 6.

136 P1-RFI2-Parties, question 6.

137 P1-s109(01)-Substantial, question 2.

138 P1-5109(01)-Substantial, question 2.

139 P1-5109(01)-Substantial, question 2.

140 On [&<], the nexfibre Consortium submitted a revised non-binding offer of £[¢<]. On [<], CityFibre submitted a
revised expression of interest bid of £[8<]. On [¢<], the nexfibre Consortium submitted a revised offer of £[<]. On [<],
CityFibre submitted a revised expression of interest bid for [¢<]. On [¢<], CityFibre submitted its ‘final offer’ [¢<]. On [¢<],
CityFibre submitted a revised final offer of £[<] P1-s109(01)-Substantial, question 2. [¢<]. On [&<], CityFibre [<].
Substantial annex to P2-s109(01)-Substantial [¢<] and CityFibre submission.

141 The [<] will have [6<]. The [<] will have [¢<]. Substantial annex to P1-s109(01)-Substantial, slide 10.

142 [8<]. Substantial annex to P1-s109(01)-Substantial, slide 20. However, based on an assumption that the Transaction
closes in September 2026, InfraVia’s presentation to the CMA on 29 July 2026 stated that Substantial senior debt of
£[5<] would roll over, and Substantial junior debt of £[¢<] would be repaid. InfraVia, Presentation of S&U and Business
Plan), 29 July 2026, slide 9.
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5.23

5.24

CityFibre offered around £[¢<] to be funded by £[¢<] of [¢<] raised from [<]; £[¢<]
from the sale of Substantial’s ISPs; £[¢<]; and the rollover of around £[é<] of both
Substantial’s senior and junior debt (the Final Offer).

On 18 February 2026, Substantial accepted the £2.0 billion EV (£[¢<]) offer from
the nexfibre Consortium and the SPA was signed. 43 [$<]. 144 Substantial told us
that it accepted the offer from nexfibre Consortium rather than CityFibre’s [<] offer
on the basis that CityFibre did not have committed funds for its £[<] offer (see
also the Parties’ submissions on the CityFibre counterfactual below). 4%

The minutes from Substantial shareholder Soho Square’s Investment Committee
dated [5<] stated that [$<]. 146

Substantial as a standalone operator

5.25

5.26

Substantial’s submissions

Substantial submitted that the most likely conditions of competition absent the
Transaction were that Substantial would continue as a standalone, retail-led
network operator.'#’ In this counterfactual, it submitted that Substantial would be
more constrained than currently with a [¢<]; it would have no viable scaled
wholesale route; it would remain at approximately 3.4 million premises; and there
would be [$<].148

Substantial submitted that its financial outlook had progressively deteriorated since
2024, for example:

(@) Although Substantial reached EBITDA profitability in 2025 for the first time,
[]_149

(b) Expected ARPU growth had not materialised, and [6<].1°°

(c) Data from July 2026 shows a further reduction in the value of new customer
acquisitions (in particular, the average revenue per order at the point of sale
for a specific month before installation (Order ARPU), which reduced from
£]<] in [<] to £[<] in [¢<]) and an increase in customer churn (with the
weighted-average annualised churn rising from [6<]% in [<] to [<]% in
[6<]).1°! Substantial submitted that the recent reductions in its value of new

143 P1-s109(01)-Substantial, question 2.

144 Parties’ response dated 28 August 2026 to the CMA’s RF| dated 19 August 2026 (P2-RFI5-Parties), question 6(c).
145 parties, FMN, paragraph 127.

146 ‘Substantial annex to P1-s109(01)-Substantial.

147 Substantial’'s submission, ‘[¢<]’, 25 June 2026 (resubmitted as annex 1.007 to FMN), paragraph 3.12.

148 Parties’ response to the Areas of focus, 20 July 2026, paragraph 5.

149 Substantial’'s submission, ‘[<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 55.
150 Substantial’'s submission, ‘[<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraphs 82-85.
51 Substantial’'s submission, ‘[¢<]’, 28 August 2026, paragraphs 9-13.

39


https://assets.publishing.service.gov.uk/media/6a7f0b371f783fe89daaa35e/Parties__joint_response__.pdf

customer acquisitions and headline ARPU remaining flat [¢<] represented a
structural shift that weakened Substantial’s standalone viability. 152

5.27  Substantial submitted that although it had projected wholesale customer volumes
in both its [¢<] and [¢<], the projected volumes had been reducing: [¢<]; and in its
[]_153

5.28 Substantial submitted that although it had tried, and engaged with several Tier 1
ISPs and [¢<] to enter into a formal wholesale contract, as of February 2026 when
the Transaction SPA was signed, it had not entered into any wholesale
agreements with any of them:

(@) [<]: Substantial submitted that its discussions with [¢<] commenced on []
following an introductory meeting between Substantial’'s CEO and [<], and
that an NDA was subsequently executed on [¢<].1%* Substantial added that
while [<] were entered into [<], delays persisted and no wholesale
agreement had been entered into, [$<]. 1%

(b) [¢<]: Substantial submitted that discussions with [é<] regarding a potential
wholesale arrangement commenced on [<], and that although discussions
continued [$<], 1% these discussions did not progress beyond [¢<] and did not
result in [$<].1%7

(c) [¢<]: Substantial submitted that discussions with [é<] regarding a potential
wholesale arrangement commenced in [¢<], but never progressed beyond
[]_158

(d) [5<]: Substantial submitted that discussions with [é<] regarding a potential
wholesale arrangement commenced in [<]; however, they did not reach
agreement on [¢<] Substantial emailed [¢<] to advise that it was unable to
progress the discussions further. 159

5.29 In terms of further organic growth, Substantial submitted that, while its May 2025
plan envisaged passing [¢<] million premises by [¢<] and 5 million premises by

152 Parties’ letter to the CMA, 28 August 2026, page 2.

153 Parties, FMN, paragraphs 252 and 253.

154 P1-RFI3-Parties, question 14.

155 Substantial submission, ‘Submission on the Scope of a Further Notice under Section 109 of the Enterprise Act 2002’,
28 May 2026, paragraph 2.3(c).

156 Substantial submission, ‘Submission on the Scope of a Further Notice under Section 109 of the Enterprise Act 2002’,
28 May 2026, paragraph 2.6(b).

157 Substantial submission, ‘Submission on the Scope of a Further Notice under Section 109 of the Enterprise Act 2002’,
28 May 2026, paragraph 2.3(b).

158 Substantial submission, ‘Submission on the Scope of a Further Notice under Section 109 of the Enterprise Act 2002’,
28 May 2026, paragraph 2.3(a).

159 P1-RFI3-Parties, question 14.
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5.30

5.31

5.32

5.33

2027, this target was progressively scaled back [<]. [¢<] and then 3.4 million
premises in total. 160

Substantial submitted that the Brsk merger in August 2024 was in line with its
strategy to increase in scale.®' However, it submitted that [¢<].6? Given the
difficulties in acquiring altnets of any meaningful scale (eg with around 0.6 million
premises ‘ready for service’ (RFS) or more) partly because of [<], Substantial
submitted that a sale to a large consolidator at an acceptable valuation, such as
the Transaction, was ‘materially more attractive’ than the standalone scenario. 163

Our assessment

We consider below, absent the Transaction: (i) the financial position of a
standalone Substantial, and (ii) whether, and to what extent, a standalone
Substantial would be active in wholesale.

Financial position of a standalone Substantial

Substantial’s revenues in 2025 increased significantly to £104 million from

£38.7 million in 2024 and £9.2 million in 2023, and in 2025, it generated a positive
EBITDA for the first time.®* However, as explained above, Substantial submitted
that its financial outlook worsened in 2026 as a result of reducing ARPUs and
increased churn.

The minutes from Substantial shareholder Soho Square’s Investment Committee
meeting dated [¢<] outlined its rationale for a transaction with the nexfibre
Consortium. %5 While we note that the purpose of this Investment Committee
meeting was to authorise the deal team to execute the Transaction which could
potentially downplay the opportunities under a standalone scenario, the minutes
on the rationale for the Transaction provide some indication of, and insight into,
one of Substantial’s shareholders’ views on some of the challenges Substantial
may have faced by remaining standalone. The minutes note the following key
points as the rationale for selling Substantial: 166

(a) ‘Growth Targets: [<];

(b) ‘APRU [sic] Growth: [¥<];

160 Substantial’s submission, ‘[<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraphs 7, 54 and 68, and

Figure 3.

161 Substantial’'s submission, ‘[$<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 4.

162 Substantial’'s submission, ‘[<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 111.

163 Substantial’'s submission, ‘[<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraphs 112-113.

164 Netomnia, Youfibre, brsk Annual Results 2025, last accessed on 22 September 2026. EBITDA adjusted, eg to

exclude exceptional items, and Substantial Topco Limited Annual Report and Financial Statements for the year ended 31
December 2024, last accessed on 29 September 2026.

165 Substantial annex to P1-s109(01)-Substantial.

166 Substantial annex to P1-s109(01)-Substantial.
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5.34

5.35

5.36

5.37

5.38

(c) ‘Liquidity Constraints: [&<];

(d) ‘Capital Requirements: [<];

(e) ‘Financial Performance: [<];

(f)  ‘Wholesale Relationships: [¢<]; and
(g) ‘Valuation Uncertainties: [5<].

To assess Substantial’s financial position, we also considered evidence from its
latest pre-Transaction funding case (the Gemini model), which was presented to
lenders as part of Substantial’s senior debt refinancing process from [$<].7%” The
Gemini model ran a series of checks to assess, among other points, financial
covenants and cash flow, [¢<]."%® Based on pre-Transaction ARPU projections, the
Gemini model indicated that Substantial was financeable, [<]. 169

In [6<], Substantial updated the ARPU assumptions in the Gemini model to reflect
more recent evidence.'’? Based on these updated assumptions, the analysis
indicated that if Substantial were to follow its [¢<], it would [é<]. Separately, the
analysis found that Substantial would [<].77"

These updates were undertaken by Substantial’s advisers following agreement of
the Transaction, and involve a number of assumptions about ARPUs and
penetration rates that we are unable to validate. However, we note that the
updated ([¢<]) model assumed that Substantial’'s penetration rate would increase
to [#<]% by [<],"7? compared to just [¢<]% today.'”® Even with this significant
increase in penetration, Substantial would be [<].

This is reflected in a submission from Substantial, which states that [¢<], and that
even the [¢<]. The submission states that [¢<].174

In terms of network expansion, Substantial’s business plans indicate that it
continued to scale back its build plans in response to failing to achieve its target
fundraising:

67 This model was produced [¢<]. Substantial, response to P2 RFI1, question 9(a). [¢<]. The senior debt refinancing
process [<] against a [<] target. Keystone’s [<].

68 The model focused on outcomes to the end of [6<]. Substantial, response to P2 RFI 1, question 9(e).

169 Keystone’s [<], paragraph 39.

170 | ower retail ARPU assumptions were supported by three considerations. [<]. Substantial’s submission, ‘[¢<7,

12 June 2026 (resubmitted as annex 1.009 to FMN), paragraph 44.

171 Substantial’'s submission, ‘[¢<]’, 12 June 2026 (resubmitted as annex 1.009 to FMN), paragraph 35 and Table 3.1.
172 Substantial’'s submission, ‘[¢<]’, 12 June 2026 (resubmitted as annex 1.009 to FMN), paragraph 35.

173 See the nature of competition chapter for figures on current penetration rates.

74 Substantial’'s submission, [¢<] 28 August 2026, paragraphs 13-15.
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(@) [¥<]. This envisaged planned build to [¢<] million premises by [<].775 £][&<]
was raised in line with this plan [$<].176

(b) The May 2025 business plan reduced rollout to 5 million premises by the end
of 2027 with [$<].777 The [<] (agreed in [¢<]) further reduced this to [<]
million premises by the end of [<] with [¢<].17® Between these two plans,
Substantial looked to raise an additional £[¢<]. The [é<] funding request was
based on a [¢<] million target for premises expected to be reached in [<].17°
Substantial raised around £[$<] out of its £[¢<] target by [¢<].8°

(c) Substantial consequently revised its planned rollout figures down in its [6<] 81
[]'182

5.39 There is no indication that these scale backs to build plans and difficulties in
achieving the required funding were influenced by the possibility of a sale. Rather,
the evidence indicates that they were attributable to [<]. We therefore consider
that Substantial had limited prospects for further organic network build, at least in
the foreseeable future.

5.40 For the reasons set out above, we provisionally conclude that Substantial’s outlook
as a standalone operator had been deteriorating. We have considered whether
this could be addressed by growing its wholesale business below.

Activities in wholesale

5.41  We consider that Substantial’s wholesale prospects could be relevant to its future
financial position and therefore the relative attractiveness of it remaining a
standalone player absent the Transaction.

5.42 Before the Transaction was agreed, Substantial had invested considerable
resource into its wholesale plans (including technical integration work), 83 taking
steps to develop its wholesale offering, '8 and projected wholesale revenues in its

175 P1-RFI5-Substantial, question 7.

176 Fund raising was under [$<] which raised £[5<] and [$<] which raised the balance of £{¢<]. P1-RFI5-Substantial,
question 8.

77 See [6<] See also Substantial annex to FMN which models rollout to [$<] million and [§<] million premises. In its
response to P1-RFI5, Substantial stated that its business plan to reach [¢<] million in [6<] was its most recent Board-
approved long-term business plan, however this was prepared for [¢<] which was later abandoned. P1-RFI5-Substantial,
question 7.

178 See Substantial’'s submission, ‘[$<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 68 and
Substantial annex to FMN.

179 Substantial annex to FMN.

180 P1-RFI5-Substantial, question 8.

181 See for example Substantial annex to P1-s109(01)-Substantial.

182 Substantial annex to FMN.

183 Eg Substantial annex to P1-s109(02)-Substantial.

184 Eg Substantial annex to P1-s109(01)-Substantial. Substantial annex to P1-s109(01)-Substantial annex to FMN: and
Substantial annex to P1-s109(01)-Substantial.
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5.43

5.44

5.45

business plans in [¢<] and [$<]."8% It pursued a strategy of [¢<]. 18 Negotiations
reached an advanced stage with [¢<] and relatively advanced stage with [¢<] prior
to the Transaction.'®” Other ISPs also told us that Substantial’'s network was of a
sufficient size to be of interest, 188 and Substantial had some engagement with [<]
regarding a wholesale deal (including initial commercial proposals). '8 Substantial
had not reached any agreements with ISPs by the time the Transaction was
agreed.

Substantial’s internal documents do not provide evidence that winning wholesale
contracts was expected to have a material positive impact on its profitability (such
that this would affect the attractiveness of remaining standalone as compared to a
sale). On the contrary, in the short term, we note that wholesaling would incur
certain costs that would not apply in a retail-only model. '®® Substantial has
submitted that on this basis, a mixed retail-wholesale model would have a [¢<], 19
and would likely result in [6<].19?

As set out above, the evidence does not suggest that any wholesale prospects
would materially improve Substantial’s financial outlook in the standalone
scenario, at least in the short term. Substantial had not reached any agreements
with ISPs by the time the Transaction was agreed. Given our task is to assess
whether the standalone scenario or CityFibre acquisition scenario is the most likely
counterfactual, it has not been necessary to conclude on the extent to which
Substantial would operate in wholesale in the standalone scenario. In any event,
even if Substantial did not pursue wholesale opportunities proactively in the
standalone scenario, it would retain capabilities to respond to wholesale
opportunities, including that it would continue to operate the network that currently
services its retail business.

Provisional conclusion

We consider that remaining a standalone operator remained a viable option to
Substantial. However, we also consider that Substantial’s outlook as a standalone
operator has been deteriorating, and that this is relevant when considering the
attractiveness of the standalone scenario in comparison to the CityFibre

185 Substantial annex to FMN; Substantial annex to FMN.

186 [<]. Substantial annex to P1-s109(02)-Substantial.

187 In the engagement we have seen between [<] and Substantial in [¢<], [¢<] language shifted to being around closing
down final points in the contract negotiations (eg Substantial annex to Parties’ response dated 10 August 2026 to the
CMA'’s RFI dated 4 August 2026 (P2-RFI3-Parties). See also internal wholesale update [¢<]. (Substantial annex to P1-
s$109(02)-Substantial. For [<], a Substantial document titled [<] estimated that Substantial [¢<] (Substantial annex to
P1-s109(02)-Substantial.

188 Third-party call note; Third-party submission: [<]; Third-party call note.

189 P1-RFI3-Parties, question 14(a)-(b).

190 For example, initial integration costs with ISPs and additional capex costs to connect new wholesale customers.

191 Substantial’'s submission.

192 Substantial’'s submission.

44



acquisition scenario. We assess which would be the most likely once we have
considered the alternative counterfactual below.

Alternative acquisition of Substantial by CityFibre

5.46

5.47

5.48

5.49

5.50

5.51

5.52

Substantial’s submissions

Substantial submitted that it was not plausible that the most likely counterfactual
involved a merger with CityFibre. 193

Substantial submitted that a key factor in the decision-making process that led to
the Transaction was the lack of funding by CityFibre, meaning that CityFibre could
not deliver on its offer. It added that [$<]. 194

Substantial submitted that CityFibre’s financial statements for the year ended

31 December 2024 stated that a material uncertainty existed which may cast
significant doubt on its ability to continue as a going concern.'%® Against the
backdrop of CityFibre’s latest refinancing, which was approved via a scheme of
arrangement, Substantial submitted that the offer was not viewed as credible. 1

Substantial further submitted that throughout the [¢<] engagement with CityFibre
[¢<], CityFibre was unable at any point to provide committed equity or debt funding
for its proposals, despite exploring a wide range of transaction structures. ¥’

Substantial submitted that it ultimately selected nexfibre and its investors as the
successful bidder due to bid certainty and lack of certain funding on the CityFibre
bid. It submitted that, whilst CityFibre’s valuation in its final offer was [<], it was
not supported by committed funds. 198

In addition, Substantial submitted that the CityFibre offer required [$<].1%°

CityFibre’s submissions

CityFibre submitted that the most likely conditions of competition absent the
Transaction would involve CityFibre acquiring Substantial,?°° given that its bid for
Substantial was a genuine, well-progressed alternative to the Transaction. 20’

193 Parties’ response to the Areas of focus, 20 July 2026, paragraph 71.

194 Parties’ response to the Areas of focus, 20 July 2026, paragraph 70.

195 Parties’ response to the Areas of focus, 20 July 2026, paragraph 69.

196 Parties, FMN, paragraph 127. See also Substantial’'s submission, ‘[¢<], 17 April 2026 (resubmitted as annex 1.008 to
FMN), paragraphs 115-118.

197 P2-RFI5-Parties, question 6. Parties’ response to the Areas of focus, 20 July 2026, paragraph 68.

198 parties, FMN, paragraph 127.

199 Parties, FMN, Table Il. CityFibre’s transaction was structured so that [$<].

200 CityFibre response to the Areas of focus, 4 August 2026, paragraph 2.1.

201 CityFibre submission.
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5.53

5.54

5.55

5.56

5.57

CityFibre also submitted that at the time the Transaction was announced,
CityFibre was on track to obtain the necessary funding.2%2

CityFibre submitted that it was committed to the acquisition as it presented an
opportunity to significantly expand CityFibre’s network reach within a short
timeframe, in line with its core business strategy to become a sustainable scale
competitor of Openreach and VMO2.2% CityFibre submitted that [8<].2%4

CityFibre told us that at around the beginning of 2026, it became clear that the
nexfibre Consortium had created a financing mechanism for the Transaction and
Substantial had become more confident that a deal could happen.2% It added that
negotiations then appeared to accelerate between Substantial and the nexfibre
Consortium and Substantial also accelerated negotiations with CityFibre. 2%

In relation to funding progress, CityFibre submitted that its proposed funding
package for the acquisition was realistic and achievable, and specifically that:

(a) CityFibre’s existing shareholders were highly supportive of the acquisition
and [6<];207 [§<].208

(b) CityFibre expected to raise [6<].2%°
(c) In view of the timing urgency, [6<].210 [6<].211 [<].212 [<].213

(d) CityFibre was confident that [$<].2'* CityFibre also [¢<].2"5. Although
CityFibre expected [<].216

In relation to its draft financial accounts for the year ended 31 December 2025,
CityFibre submitted that [¢<].217

CityFibre also submitted that Substantial had a clear interest in a deal with
CityFibre,2'® with Substantial having been closely engaged in a sales process with

202 CityFibre submission.

203 CityFibre submission.

204 CityFibre submission.

205 Third-party call transcript.

206 Third-party call transcript.

207 CityFibre submission. CityFibre told us that [¢<]. CityFibre response dated 11 September 2026 to the CMA’s RFI
dated 8 September 2026 (P2-RFI4-CityFibre), question 3.
208 CityFibre submission.

209 CityFibre submission.

210 CityFibre submission.

211 CityFibre submission.

212 CityFibre submission.

213 CityFibre submission. P2-RFI4-CityFibre, question 4.
214 CityFibre submission.

215 CityFibre submission.

216 Third-party call transcript.

217 p2-RF|4-CityFibre, question 7.

218 CityFibre submission.
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CityFibre and advancing to detailed negotiation points,?'® and making proposals to
CityFibre such as [<].220

Our assessment

5.58 As set out above, Substantial selected the nexfibre Consortium’s bid over
CityFibre’s following a competitive process. The evidence relevant to our
assessment of the counterfactual is influenced by Substantial’s parallel
negotiations with the nexfibre Consortium. This includes negotiations around
specific terms, including the price and structure of the deal and the deadline
imposed by Substantial for committed funds. Given that our task is to assess what
would most likely have happened but for the Transaction, we have factored into
our assessment whether and how the Transaction could have influenced relevant
events and sought to consider, to the extent practicable, how events would have
evolved absent the Transaction.

5.59 In assessing the likelihood of the scenario where Substantial acquires CityFibre,
we have considered the following factors:

(@) Substantial’s shareholders’ incentives to reach a deal with CityFibre;
(b) CityFibre’s incentives to reach a deal with Substantial; and

(c) CityFibre’s ability to raise the required financing.

Substantial’s shareholders’ incentives to reach a deal with CityFibre

5.60 In the section above we have considered Substantial’s prospects as a standalone
operator. The evidence shows that Substantial’s financial outlook has been
deteriorating, with limited prospects for further network build, at least in the
foreseeable future. This is consistent with evidence from internal documents and
financial analysis, as well as submissions from Substantial regarding its financial
position and strategic options.

5.61  Our provisional view is therefore that Substantial’s shareholders had a strong
incentive to agree a sale at an acceptable valuation.

CityFibre’s incentives to reach a deal with Substantial

5.62 Consistent with CityFibre’s submissions, we consider that CityFibre’s continued
negotiations with Substantial as well as CityFibre and its shareholders’ efforts to
secure funding, which are demonstrated by contemporaneous evidence, show that

219 CityFibre submission.
220 CityFibre submission. In our assessment in paragraph 5.85 below we have considered CityFibre’s financial accounts
for both 2024 and 2025.
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it was highly motivated to achieve a deal. For example, CityFibre’s emails with its
shareholders, Substantial, and external funding providers indicate that it was
urgently working towards securing funding before the Transaction was signed.??!

5.63  Further, evidence from CityFibre’s three largest shareholders (Antin Infrastructure
Partners (Antin), West Street Infrastructure Partners (GS) and Mubadala
Investment Company (Mubadala))??? shows that CityFibre had strong shareholder
backing to reach a deal:

(a) [<]told us that, for the last [¢<] years, it has had conviction in CityFibre’s
strategy of becoming a leading wholesale competitor to Openreach, including
through M&A, %22 and it was therefore a very serious and engaged bidder for
Substantial.??* Consistent with this, slides produced for [¢<] Investment
Committee meeting in December 2025 indicate that an investment of [¢<]
was considered once [¢<] became aware that funding from CityFibre’s
shareholders would be required. As discussed below, [<] subsequently
received support in principle for an investment of [6<].22°

(b) [<] told us that its aim was for CityFibre to increase its footprint as soon as
possible, which would enable CityFibre to benefit from economies of scale.?2¢
It explained that Substantial was a critical part of its strategy [$<].%?”
Following CityFibre’s failure to reach a deal with Substantial, [¢<] told us it
was willing to increase its contribution to £[¢<] million (subject to completing
due diligence and finalising deal terms) in support of CityFibre’s new target
equity raise of £[8<].228 [&<] told us that [<].22°

(c) [<] explained that, [<], it had conviction in CityFibre’s [<] strategy and was
[6<].230 [¥<] explained that CityFibre’s strategy [¢<] CityFibre could create
value would be by applying its current business model and relationships with
ISPs to a larger footprint. 23’

221 See eg P2-s109(01)-CityFibre, question 3, Annexes.

222 Annex to CityFibre response dated 1 September 2026 to the CMA’s RF| dated 26 August 2026 (P2-RFI2-CityFibre),
paragraph 2

223 Third-party call transcript: [$<].

224 Third-party call transcript: [¢<].

225 [5<] response dated 14 September 2026 to the CMA’s RF| dated 8 September 2026, question 1, including [¥<].

226 Third-party call transcript: [$<].

227 Third-party call transcript: [$<].

228 [8<] response dated 14 September 2026 to the CMA’s RFI dated 8 September 2026, questions 1 and 2.

229 Third-party call transcript: [$<].

230 Third-party call transcript: [¢<]. Specifically, in relation to funding, [¢<]. Third-party call transcript: [<]. [¢<]. Third-party
call note: [<].

231 Third-party call transcript: [¢<].
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5.64

5.65

5.66

5.67

5.68

5.69

CityFibre’s contracts with ISPs indicate that growing its network through M&A
would also be in line with the expectations of its customers. For example,
CityFibre’s contract with [8<].232 [8<].233

Taken together, the evidence consistently indicates that CityFibre was highly
motivated to reach a deal to acquire Substantial.

CityFibre’s ability to raise the required funding

As explained in more detail below, CityFibre’s financial offer and the deadlines
Substantial imposed were a result of the competitive bidding process. Therefore,
the fact that CityFibre had not secured the funding by mid-February 2026 for its
Final Offer is not determinative as to whether CityFibre could have raised the
required funding for an offer that would have been accepted by Substantial absent
the Transaction in the counterfactual.

To inform our view of whether CityFibre could have raised the required funding for
an offer acceptable to Substantial in the counterfactual, we set out below our
assessment of:

(@) the bid value Substantial would likely have accepted;
(b) Substantial’s motivations for imposing a deadline for committed funds;

(c) Substantial’s internal documents setting out its contemporaneous views on
CityFibre’s ability to secure the required funding;

(d) CityFibre’s previous fundraising;

(e) CityFibre’s progress in relation to raising financing for its Final Offer by
February 2026; and

(f) developments in CityFibre’s ability to fund M&A since February 2026.

The bid value Substantial would likely have accepted

In this section, we consider whether there is evidence identifying a minimum value
that Substantial would likely have accepted for a sale, below which it may have
preferred to remain a standalone operator.

Given we are considering what would have happened absent the Transaction, the
prices that were actually offered by the nexfibre Consortium and CityFibre are,

232 CityFibre response dated 7 September 2026 to the CMA’s RFI dated 27 August 2026 (P2-RFI3-CityFibre),
question 3. [¥<] response dated 25 June 2026 to the CMA’s s109 notice dated 16 June 2026 (P1-s109(01)- [&]), [<].

[<]

233 P9_RFI3-CityFibre, question 3.
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5.70

5.71

5.72

5.73

while informative, not determinative. In [¢<], the nexfibre Consortium and CityFibre
[6<].%%* Following subsequent bids from each of the nexfibre Consortium and
CityFibre, Substantial ultimately accepted an offer from the nexfibre Consortium of
approximately £2 billion. However, these offers (and Substantial’s assessment of
them) were in the context of a bidding process between the nexfibre Consortium
and CityFibre which drove up the price and which need to be seen in that context.

Valuations undertaken by, or for, Substantial’s shareholders [¢<] suggest they
valued Substantial at around £[$<].23° However, given the time period of the data
used, they would not have reflected the more recent reductions in Substantial’s
planned rollout or expected revenues in its existing footprint, which are two key
drivers of valuation. 236

[6<].237 Evidence submitted by Substantial shows that its financial outlook has
deteriorated further since then.2%8

The Transaction shows that Substantial's shareholders were prepared to accept
an offer of around £2 billion. However, this offer was in the context of a competitive
bidding process between the nexfibre Consortium and CityFibre, which may have
driven up the figure that Substantial’s shareholders would have achieved or
accepted. Further, our analysis of Substantial’s financial situation above shows
that its standalone outlook has deteriorated in recent years, and has continued to
do so since January/February 2026. These factors suggest that Substantial’s
shareholders may have accepted a lower amount than £2 billion in the
counterfactual, although it is not possible to determine with precision or certainty
what an amount acceptable to Substantial’s shareholders would have been absent
the Transaction.

Substantial’s motivations for imposing a deadline for committed funds

Substantial set and communicated a deadline of [¢<] to CityFibre for it to come up
with a bid with committed funds.2%° In this section we consider whether
Substantial’s decision to impose this deadline was driven by the competitive
process with the nexfibre Consortium, or whether there were other factors in play
meaning that, even absent the Transaction, Substantial would have imposed a
similar deadline, the failure to meet which would result in Substantial being less
likely to agree to a sale.

234 Parties, FMN, Table .
235 [5<], question 1 [], slides 9, 29 and 37 [<], question 1, [§<] slides 3 and 4 [&<].
236 For example, [¢<]. See discussion of the Gemini model in section above on Substantial’s standalone financial

position.

237 See section above on Substantial’s financial position as a standalone operator.
238 Substantial’'s submission, ‘[¢<], 28 August 2026, paragraphs 9-13.
239 See eg email from [$<], P2-s109(01)-CityFibre, question 1, [<].
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5.75

5.76

5.77

5.78

5.79

Substantial submitted that the imposition of a deadline for CityFibre to secure
committed funds was a function of [¢<]. Substantial identified [¢<] as the target
date for signing with [<], given that negotiations with [é<]. In addition, Substantial
submitted that [6<], which created a [¢<] impetus to conclude the Transaction by
that date.?*% Substantial’s internal documents support these submissions.?*!

Substantial communicated these reasons for the deadline to CityFibre, which
impacted the urgency with which CityFibre sought funding. For example, an email
[]_242

The Parties also submitted that, while the nexfibre Consortium did not expressly
state that it would refuse to transact after a certain date, the practical reality was
that the nexfibre Consortium deal had reached an advanced stage and extending
beyond 18 February 2026 would have introduced execution risk to a transaction
that had been fully negotiated and was ready for signing.243

The evidence therefore shows that the [¢<] deadline was a function of the
competitive process involving the nexfibre Consortium bid, and more generally, a
function of the nexfibre Consortium’s [é<]. We therefore consider that absent the
Transaction, that deadline would not have applied and Substantial would likely
have given CityFibre longer to negotiate with Substantial and obtain funding
commitments.

Substantial’s contemporaneous views on CityFibre’s ability to secure the required
funding

Substantial submitted that in the context of the doubt around CityFibre’s ability to
continue as a going concern and its latest refinancing, [¢<], CityFibre’s offer was
not viewed as credible.?** We have therefore assessed whether Substantial’'s
documentary evidence suggests that it considered a funded offer from CityFibre to
be unlikely, and was therefore continuing to negotiate with CityFibre for other
reasons (eg to maintain competitive pressure on the nexfibre Consortium to
enhance its bid).

As a preliminary point, we note that Substantial itself submitted that its conduct
throughout the process, including affording CityFibre repeated extensions,
engaging with successive iterations of its proposal, and [<], is consistent with
genuine consideration of both offers from the nexfibre Consortium and CityFibre
throughout the sales process.?4°

240 p2-RF|5-Parties, question 6(b).

241 [8<] (Substantial annex to P2-s109(01)-Substantial: [<] (Substantial annex to P2-s109(01)-Substantial: [¢<]
242 p2-s109(01)-CityFibre, question 3, [&]. [¢<].

243 p2-RF|5-Parties, question 6(c).

244 pParties, FMN, paragraph 127.

245 P2-RF|5-Parties, question 5(c).
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5.80 Substantial’s internal documents suggest that funding certainty ranked highly
among the key issues when comparing between the nexfibre Consortium and
CityFibre offers and that Substantial had communicated the importance of having
committed funding to CityFibre.?*6 Nevertheless, the evidence indicates that
Substantial took the CityFibre offers seriously. For example:

(@) On [,] advised Substantial [$<].247
(b) On[<], in Q&A preparation for internal use, [<] suggested [¢<].%48
(c) On [,], in an email to [5<], Substantial stated that [$<].%4°

(d) Inearly February 2026, Substantial put forward [¢<]. An email chain between
CityFibre and its shareholders outlines a proposal from [¢<] whereby
CityFibre would [$<].2%° This email chain indicates that CityFibre was not
keen to progress this [<] further.

5.81  One contemporaneous document from a Substantial shareholder states that
‘[CityFibre] have [¢<], but we do not view this as [¢<] as they would need to [].
This will be challenging given the [$<].2%" However, this is a memorandum
prepared for the Investment Committee that agreed to execute the Transaction on
[<]. We therefore consider this document needs to be viewed in light of its
purpose, which was to agree on the Transaction. Further, this note was produced
before [§<].252

5.82  We consider that, overall, Substantial’s internal documents (as well as its
negotiations with CityFibre in relation to specific terms of the deal, such as [<]
discussed below) are consistent with genuine consideration of the CityFibre offer.
Although the nexfibre Consortium offer provided more certainty of funding at the
time its bid was accepted (which is why Substantial ultimately accepted the
nexfibre Consortium offer), Substantial engaged with CityFibre during the
negotiations to obtain that certainty. Accordingly, we do not consider the evidence
supports Substantial’s submission that CityFibre’s offer was not viewed as credible
due to its funding position. Rather, the evidence indicates that Substantial was
seriously negotiating with CityFibre up until the point the Transaction was agreed.
This included Substantial suggesting alternative arrangements which might be
more workable, which indicates that it considered it at least feasible that CityFibre
would be able to fund a deal to be worth this engagement.

246 For example, Substantial annex to P2-s109(01)-Substantial [$<] page 1, Substantial annex to P2-s109(01)-
Substantial: [¢<] slide 8.

247 Substantial annex to P2-s109(01)-Substantial: [<]

248 Substantial annex to P2-s109(01)-Substantial: [6<]

249 Substantial annex to P2-s109(01)-Substantial: [6<]

250 p2-5109(01)-CityFibre, [3<].

251 Substantial annex to P2-s109(01)-Substantial: [¢<]

252 p2-RFl4-[¢<], question 3.
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CityFibre’s previous fundraising

5.83 CityFibre submitted that its fundraising demonstrated the willingness of CityFibre’s
shareholders, who were all major international asset managers with decades of
experience, to make continued equity commitments in pursuit of building scale:2%3

(a) Since its establishment in 2011, CityFibre has raised around £6.8 billion in
total investment from multiple fundraising rounds. In July 2025, CityFibre
announced its latest capital raise,?%* when it raised £527.2 million of equity
and £960 million in debt. We note that [8<].2%°

(b) Both Antin and GS have been CityFibre shareholders since 2018 when the
business was taken private, with Mubadala becoming a shareholder in
2021.%%

(c) In addition to the £960 million debt raised in 2025, CityFibre submitted that
[5<]. [6<].27

(d) CityFibre submitted that since the capital raise in 2025, it had been in
discussions with its shareholders and lenders to secure further funding for its
expansion plans, including in relation to the potential acquisition of
Substantial in late 2025 and early 2026. It added that the primary rationale for
its capital raise in 2025 and discussions in 2026 was: [¢<].2%8 In this regard,
we note that a letter dated 15 July 2026 from CityFibre’s three largest
shareholders to CityFibre’s Board, discussing a proposal on how the
shareholders could support CityFibre going forward, stated: ‘we are long-term
investors in CityFibre and we have supported (and continue to support) the
[CityFibre] Group, including by providing new funding as part of the last
refinancing in 2025. We have seen and continue to see real value in the
business and its future growth’.2%°

5.84 Inrelation to CityFibre’s ability to raise equity and debt financing for M&A, we
consider that the capital raise in 2025, including [¢<], indicates both shareholder
and lender appetite to finance M&A opportunities.

5.85 We have also seen CityFibre’s signed full consolidated 2025 financial accounts,
including its auditors’ reports.2¢° These accounts were signed and shared with
CityFibre’s shareholders and lenders in April 2026.2%" The auditor’s report stated

253 CityFibre response dated 3 August 2026 to the CMA’s RFI dated 23 July 2026 (P2-RFI1-CityFibre), CityFibre P2-
RFI1, question 1.

254 CityFibre agrees £2.3bn in new financing round, in major... | CityFibre, last accessed 24 September 2026.

255 p2-RFI1-CityFibre, question 1.

25 CityFibre submission, [<].

257 p2-RFI1-CityFibre, question 1.

258 P2-RFI1-CityFibre, question 1

259 Annex to P2-RFI2-CityFibre: [¢<], paragraph 9.

260 p2-RF|4-CityFibre, question 7, Annex 1.

261 p2-RF14-CityFibre, question 7.

53


https://cityfibre.com/news/cityfibre-agrees-2-3bn-in-new-financing-round-in-major-investment-in-uk-digital-infrastructure

5.86

5.87

5.88

5.89

‘[5<].262 We note that CityFibre [6<]25% and that its shareholders and lenders were
still willing to support CityFibre in general and in its M&A activities, eg as
evidenced by its 2025 capital raise. As we set out in more detail later, more recent
evidence indicates that CityFibre’s shareholders are prepared to inject significant
additional equity to support the business in 2026.26* We therefore consider this
support would extend to [<].

Evidence on CityFibre’s progress in relation to raising financing by February 2026

CityFibre’s latest offer to acquire Substantial (before the SPA with the nexfibre
Consortium was signed on 18 February 2026) was presented to Substantial on
[6<]. [6<]. 285

Key elements of financing that offer were as follows:2%¢
(@) £[5<] million from existing CityFibre shareholders;

(b) £[5<] million from the sale of the Substantial ISPs to one of CityFibre’s ISP
customers;

(c) [ and
(d) rollover of Substantial senior and junior debt of £[¢<].

Below we consider where CityFibre got to on each of these financing elements by
around 18 February 2026, when the SPA for the Transaction between Substantial
and the nexfibre Consortium was signed. We then consider the evidence on
further developments since February 2026, which are relevant to our consideration
of whether CityFibre could have raised the financing necessary to acquire
Substantial absent the Transaction. As these events after February 2026 took
place after the SPA for the Transaction had been signed, we have carefully
considered the extent to which these developments can be taken into account in
our assessment of the counterfactual.

Funding from existing shareholders

[]_267 []_268

262 p2-RF14-CityFibre, question 7, Annex 1.
263 See CityFibre Limited report and Financial Statements for the year ended 31 December 2024, company number

09759465.

264 See the discussion on developments in CityFibre’s ability to fund M&A since February 2026 later in this chapter.
265 See section above on events leading up to the Transaction.

266 Third-party submission: [¢<].

267 See earlier discussion on CityFibre’s shareholders’ incentives.

268 Third-party call transcript: [¢<]
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5.91
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5.93

By 4 February 2026, CityFibre’s shareholders had agreed to provide £[<] in
equity funding, as confirmed in an email from CityFibre’s CEO to its shareholders
that day, 2% and further communicated to Substantial on 6 February 2026.27° In
relation to the level of approval the relevant CityFibre shareholders had obtained
at this stage from their respective Investment Committees:

(a) At [<] Executive Committee meeting on 3 February 2026, the Executive
Committee?”" provided support in principle for the proposed investment of
£[2<] million. [<] explained that an Investment Committee meeting was then
scheduled for 18 February 2026 to brief the Investment Committee on the
latest deal developments and discuss again its proposed investment of
£[2<] million. [<] submitted that this scheduled meeting was, however,
cancelled on 17 February 2026 as the [<] CityFibre deal team suspected
(correctly as it turned out) that Substantial was close to announcing a deal
with the nexfibre Consortium.?72

(b) [$<].?73 [¥<] told us that it had been waiting for agreement from Substantial
on the deal before getting formal approval from its Investment Committee,
[]_274

We therefore consider that in February 2026, CityFibre’s shareholders were
prepared to invest £[e<] in new equity to fund an acquisition of Substantial,
although formal sign-off would have been contingent on the terms of any deal to
acquire Substantial.

We note that CityFibre had relatively limited time to obtain funding from its existing
shareholders [¢<]. As mentioned above, we consider that absent the Transaction,
CityFibre would have been given more time to raise the required funding.
Therefore, we consider that absent the Transaction, and with additional time,
Substantial’s shareholders could have been prepared to invest more. We consider
this possibility further later in this chapter when we discuss funding developments
after February 2026.

Sale of Substantial ISPs

CityFibre’s Final Offer included proceeds from the sale of Substantial’'s ISPs of
[<].

269 P2-s109(01)-CityFibre, question 3

270 p2-RF|4-CityFibre, question 3.

2711 [5<] explained that the Executive Committee included the most senior members of its Investment Committee,
including the CEO and both Co-Chief Investment Officers, and that minutes were not prepared for this meeting. [<]
response dated 14 September 2026 to the CMA’s RFI dated 8 September 2026, question 1.

212 [8<] response dated 14 September 2026 to the CMA’s RFI dated 8 September 2026, question 1.

273 Third-party call transcript: [$<].

274 Third-party call transcript: [¢<].

55



5.94 By 6 February 2026, CityFibre had received non-binding offers from [¢<] for [¢<]:
(@) [¥].275
(b) On 6 February 2026, [<].276 [$<].277

595 [XI:

(a) CityFibre told us that [$<].2"8 CityFibre’s view was that [¢<].?”® However, we
note that an email from CityFibre to its shareholders sent on 3 February 2026
stated that [<].280

(b) The same 3 February 2026 email [¢<] noted that [¢<].?8! CityFibre told us
that []_282,283

5.96 CityFibre told us that the £[2<] in its Final Offer reflected Substantial’s valuation of
its retail arm, which assumed [<], and which CityFibre considered to be
‘unrealistic’.?®* CityFibre also submitted that [<].28°

5.97 Inrelation to whether Substantial would have been prepared to accept a lower
total bid value as a result of [¢<], an email [¢<].%2 It is clear, however, that this
assessment by [<] was influenced by the nexfibre Consortium’s parallel bid and it
cannot be excluded that Substantial may have been prepared to agree to a price
reduction in the absence of the nexfibre Consortium’s bid.

5.98 We therefore consider that CityFibre would likely have obtained [¢<] for the sale of
Substantial’s ISPs to [¢<].287 It is unclear whether, absent the parallel bid from the
nexfibre Consortium, a lower transaction value would have been acceptable to
Substantial as a result. In our provisional conclusion below we consider all of the
evidence in the round in relation to whether CityFibre could have funded a bid for
Substantial.

275 P2-s109(01)-CityFibre, questions 2 and 3, Annex [$<]. CityFibre submission dated 5 August 2026, paragraph 3.6.

276 CityFibre response dated 24 July 2026 to the CMA'’s s109 notice dated 16 July 2026 (P2-s109(01)-CityFibre), Annex
7.

277 See [<] attached to email sent to CityFibre on 13 February 2026. P2-s109(01)-CityFibre, questions 2 and 3. See also
CityFibre response. CityFibre submission dated 5 August 2026, paragraph 3.6.

278 Third-party call transcript: [¢<].

279 Third-party call transcript: [¢<].

280 P2-s109(01)-CityFibre, Annex ‘[¢<].

281 P2-s109(01)-CityFibre, Annex ‘[¥<]'.

282 Third-party call transcript: [¢<].

283 [8<]. Annex to [¢<] response dated 7 August 2026 to the CMA’s RFI dated 29 July 2026: [¢<].

284 Third-party call transcript: [$<].

285 CityFibre submission.

286 P2-s109(01)-CityFibre, Annex ‘[¥<7'.

287 Given that discussions did not progress following Substantial’'s acceptance of the nexfibre Consortium’s offer, it is
unclear which of [¢<] would have been the purchaser of Substantial’s retail base, although for the reasons set out in
Appendix D, we do not consider it necessary to conclude on this point.

56



5.99

5.100

5.101
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5.103

Third-party equity

CityFibre told us that in September 2025, it had received a fresh equity injection
and revised its debt financing arrangements with its bank lenders.?8 Shortly after
this, CityFibre approached a number of investors active in the infrastructure
space.?® It told us that the purpose of this approach was to seek funding for
possible M&A more generally, rather than for the acquisition of Substantial
specifically, and that this was because the shape of a deal with Substantial
remained unclear at that point.2%°

CityFibre told us that it re-approached those investors it considered would be more
likely to be interested in December 2025 and January 2026 when it had a clearer
idea of what a deal with Substantial might look like.?*' However, CityFibre told us
that, [<].2%2

CityFibre and [¢<] told us that, among the prospective investors that were
contacted, discussions with [<] were particularly encouraging.?? CityFibre’s
emails show that, [8<],2%* discussions remained ongoing with some prospective
investors. For example, emails between CityFibre and its shareholders on

16 February 2026 indicate that [<] was still engaged in the process.?%

The evidence therefore indicates that CityFibre remained at a relatively early stage
in its discussions with [¢<] potential new shareholders, [<]. It is unclear how these
discussions would have progressed absent the Transaction. In any event, we do
not consider it necessary to conclude definitively on how likely the injection of
third-party equity would be. This is because, as we set out below, CityFibre also
had other funding options, including [¢<], and there have been developments in
CityFibre’s financing situation after February 2026, whose relevance for our
assessment we consider later in this chapter.

[X]

CityFibre submitted that, [<], its Final Offer also included [<] in light of the timing
urgency.?% CityFibre proposed [¢<]. CityFibre’s offer letter suggests this is a
response to [6<].2%7

288 Third-party call transcript: [¢<].

289 Third-party call transcript: [$<].

290 Third-party call transcript: [¢<].

291 Third-party call transcript: [¢<].

292 p2-RF|4-CityFibre, question 4.

293 p2-RF|2-CityFibre, question 5.

2% For example, P2-s109(01)-CityFibre, question 3, Annex [¢<] states: ‘[<].

295 [8<] response dated 14 September 2026 to the CMA’s RFI dated 8 September 2026.
2% CityFibre submission.

297 Substantial annex to P2-s109(01)-Substantial: [¢<] See also P2-RFI4-CityFibre, question 5. The terms of Substantial's
proposal on [¢<] are set out P2-s109(01)-CityFibre, question 1, Annex-[<].
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5.104

5.105

5.106

5.107

5.108

5.109

CityFibre submitted that Substantial had first [¢<] in mid-2025, before the nexfibre
Consortium had entered the process. Specifically, [¢<] proposed [¢<] during a call
on 9 June 2025, which was then circulated to CityFibre in its ‘Strawman
Transaction Structure’.?% This document suggests that [¢<].

Evidence from Substantial suggests that Substantial’'s shareholders would have
accepted [K]:

(@ [=]

(b) An earlier draft term sheet sent from [$<] to Substantial and its shareholders
on [<] proposed [$<].2%°

Documents produced by CityFibre or its shareholders suggest that, [<], CityFibre
was of the view that [5<]. For example:

(@) An email on 20 January 2026, reporting on a call between CityFibre and [<],
states that [$<];300

(b) An email on 3 February 2026, reporting on a call between [<] and [<],
states ‘[<].301

(c) A later email reporting on a call between [<] and [<], on 10 February 2026,
states ‘[6<]'.302

(d) An email on 12 February [6<].303

It is not possible to conclude on the precise terms Substantial would have offered
(and as explained below, we do not consider this necessary), for example because
these terms were being negotiated, [<], and the total funding requirement would
likely have been lower in the counterfactual.

However, the evidence above indicates that when considering an acquisition by
CityFibre, Substantial’s shareholders would [<]. [¢<], although Substantial's
advisers indicated that Substantial could have accepted [<].

Substantial debt rollover

CityFibre’s bid proposed the full rollover of Substantial’s senior and junior debt
(which its offer letter estimated at around £[2<]), which CityFibre told us would

2% See P2-s109(01)-CityFibre, question 1, Annex [&], attachment to email P2-s109(01)-CityFibre, question 1,

Annex [<] and P2-RFI4-CityFibre, question 6.

299 Substantial annex to P2-s109(01)-Substantial: [<].

300 P2-s109(01)-CityFibre, question 3, Annex [<].

301 P2-s109(01)-CityFibre, question 3, Annex [<].

302 p2-s109(01)-CityFibre, question 3, Annex [¢<].

303 [8<] response dated 14 September 2026 to the CMA’s RFI dated 8 September 2026; and Annex 2 of that response.
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5.110

5.111

5.112

5.113

5.114

have needed ‘change of control’ waivers from Substantial’s banks.3% CityFibre
also told us that it [¢<].30°

CityFibre submitted that when the Transaction was announced on 18 February
2026, [<].3% CityFibre’s internal documents indicate that [$<].307

CityFibre told us that [$<].308
Documentary evidence from CityFibre aligns with its submissions that [<]. [¢<]:

(@) An email between CityFibre and its advisers suggests that [¢<]. This email
dated 28 January 2026 states [$<].30°

(b) CityFibre told us that it believed that [6<].31°

(c) An email from [<] to CityFibre’s CEO dated 9 February 2026 suggests that
[¢<]. In this email, [¢<] stated ‘[<]".3""

The evidence on the overlap between CityFibre’s and Substantial’s senior and
junior lenders suggests the [<]. Based on data [¢<] (as at December 2025), there
were: (a) [¢<] lenders accounting for £[¢<] million of Substantial’s £[¢<] ([¢<]%);
and (b) [¢<] lender accounting for £[é<] million of Substantial’s £[<] million junior
debt ([6<]%).31?

While it is uncertain what the level of debt rollover may have been under a
hypothetical acquisition of Substantial by CityFibre, there is evidence to suggest
that [¢<] Substantial’s lenders would have rolled over, with up to around £[¢<] of
Substantial’s £[¢<] debt not rolling over:

(a) CityFibre told us that it had received some views from lenders, and that
[]_313

(b) CityFibre submitted that it was informed by Substantial’s advisers that, of the
Substantial group lenders, [¢<].314

304 Third-party call transcript: [¢<].

305 Third-party call transcript: [¢<].

306 CityFibre submission.

307 P2-s109(01)-CityFibre, question 3, Annex ‘[<]'. See also P2-s109(01)-CityFibre, question 3: Annexes ‘[¢<] and ‘[
and P2-s109(01)-CityFibre, question 1, Annex ‘[<]’, slide 4.
308 Third-party call transcript:

309 P2-s109(01)-CityFibre, question 3, Annex.

310 Third-party call transcript.

311 P2-s109(01)-CityFibre, question 3, Annex.

312 p2-RF14-CityFibre, question 9, Annex 2.

313 Third-party call transcript.

314 [§’<]
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(c) Anemail from [<] dated [¢<] setting out the notes of a conversation between
Substantial’s CEO and CityFibre’s CEO, stated that Substantial’s CEO
[]'315

(d) We note that under the Transaction, the amount of Substantial’s debt that
would not roll over was around £[$<] (although [<] — see footnote).316

5.115 CityFibre was also exploring options to backstop any shortfall in the Substantial
debt rollover:

(@) Inan email to [#<].317

(b) CityFibre’s Revised Final Offer Update letter of [¢<] also explained that
[6<].318 [$<] told us [$<].3'® We have not seen evidence to suggest how far
these discussions had advanced before the Transaction SPA was signed on
18 February 2026.

(c) Inrelation to potentially funding any debt rollover backstop from [¢<]:
(i) Emails between [6<].320
(i) However, CityFibre submitted that [$<].32" [$<].322

(d) On[&] 2026, Substantial’s shareholders made an [¢<], whereby
Substantial’s shareholders would [<].323 CityFibre declined this proposal,
stating in its revised Final Offer that [¢<]. CityFibre’s Final Offer therefore did
not make use of a [<].3%

5.116 Given that [é<] there is uncertainty in relation to whether Substantial’s lenders
would have agreed to roll over their debt facilities and the extent of any shortfall.

5.117 A CityFibre internal document shows that in around February 2026, CityFibre was
considering [$<].32%326 We note that this [¢<] was also mentioned in CityFibre’s
offer letter dated [¢<] in the context of CityFibre’s proposal for [6<].3%7

315 Substantial annex to P2-RF15-Parties: [<]

316 [<]. Substantial annex to P1-s109(01)-Substantial, slide 20: [$<] However, InfraVia's presentation to the CMA on 29
July 2026 stated that under the Transaction, Substantial senior debt of £[5<] would roll over, and Substantial junior debt
of £[<] would be repaid (based on an assumption that the Transaction closes in September 2026). InfraVia,
Presentation of S&U and Business Plan), 29 July 2026, slide 9.

317 P2-s109(01)-CityFibre, question 3, Annex

318 Substantial annex to P2-s109(01)-Substantial: [¢<]

319 Third-party call transcript: [$<]

320 p2-s109(01)-CityFibre, question 3, Annex

321 []

322 p2-RF|2-CityFibre, question 2.

323 Substantial annex to P2-s109(01)-Substantial: [6<]

324 Substantial annex to P2-s109(01)-Substantial: [6<]

325 p2-RF|2-CityFibre, question 6 and slide 2 of attachment

326 p2-RF|4-CityFibre, question 2.

327 Substantial annex to P2-s109(01)-Substantial: [6<]
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5.118

5.119

5.120

CityFibre submitted that the proposed [¢<] would improve the prospects of
achieving [<] by [#<] and, if required, to facilitate [$<]:328

(a) CityFibre submitted that [¢<] enabling the operational and commercial
integration of the CityFibre and Substantial networks. It added that one of the
benefits of [¢<]; and benefit from exposure to a wholesale business
supported by the selling power of multiple ISPs and improved prospects for
fuller network utilisation.32°

(b) CityFibre also submitted that [¢<] would inevitably change upon the
acquisition, given the transition of the business from a vertically integrated
business to a wholesale business with access to the selling power of all the
UK’s major independent ISPs. CityFibre added that [¢<]. 330

In this regard, as we set out below, there is some evidence that suggests that [<]:

(a) CityFibre’'s presentation [<], states that [¢<].33! CityFibre also provided us
with the underlying financial model underpinning the ongoing funding
requirement under the [é<] set out in this [¢<] presentation. Based on this
financial model, [$<].332 We compared this to Substantial’s forecast leverage
multiple for the end of [¢<] under its Gemini model.

(b) As mentioned above under the section on the financial position of a
standalone Substantial, Substantial’s standalone [é<] at the end of [X] as
indicated by the Gemini model (updated for [¢<] trading) was forecast to be
[6<] if Substantial were to follow [$<], and [$<].333

We note that the debt rollover for the Transaction assumed that only Substantial’s
senior debt would roll over, ie the majority of Substantial’s lenders would roll over
under the Transaction. We note that Substantial lenders willing to roll over under
the nexfibre Consortium deal may not have been equally as prepared to roll over
to CityFibre. However, other than the £[¢<] of Substantial’'s debt which was
unlikely to roll over, we consider that there are factors that could have increased
the likelihood of Substantial’s other lenders rolling over, for example:

(@) Substantial’s CEO’s view communicated to CityFibre’s CEO on [<] that it
was [6<].334

(b) As discussed above, [].

328 p2-RF|4-CityFibre, question 2.

329 p2-RF|4-CityFibre, question 2.

330 p2-RFI4-CityFibre, question 2.

331 p2-RFI4-CityFibre, question 2.

332 p2-RF|4-CityFibre, question 1, and follow-up submission of CityFibre’s financial model.

333 Substantial’'s submission, ‘[¢<], 12 June 2026 (resubmitted as annex 1.009 to FMN), paragraph 35.
334 Substantial annex to P2-RFI5-Parties.
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5.121

5.122

5.123

(c) We also note that CityFibre’s bid had the [¢<]. We consider that this could
have been a further factor for both debt and equity providers backing the
business case for CityFibre’s acquisition of Substantial. In this regard,
CityFibre told us that it was having ongoing commercial discussions with its
ISPs and [$<]:33%

(i) [e<1.5%
(i) <157
(i) On 12 February 2026, [3<].3% [3<].3%

Based on the above, we consider that by February 2026, the requirement to meet
the change of control consents contained in Substantial’s loan facilities would
partially have been met through rollover of the majority of Substantial’s debt. In
relation to any remaining debt that would not roll over, we consider in the next
section a number of developments since February 2026 in relation to CityFibre’s
ability to raise additional financing.

Developments in CityFibre’s ability to fund M&A since February 2026

As set out above, our task is to assess the most likely situation but for the
Transaction. CityFibre’s negotiations with Substantial, as well as the steps
CityFibre took to secure the required funding, were likely to have been influenced
by the nexfibre Consortium’s fully funded offer leading up to the Transaction and
the timing constraints it imposed. We must factor this into our assessment and
consider, to the extent practicable, how Cityfibre’s negotiations with Substantial
would have evolved absent the Transaction. Thus, while we can and should take
into account any evidence post-dating the signing of the Transaction in February
2026 that indicates what would have happened absent the Transaction, we must
interpret this evidence with caution insofar as it may have been influenced by the
Transaction itself.

In this section, we set out developments in CityFibre’s ability to fund M&A since
February 2026. This evidence on CityFibre’s ability to obtain additional funding
since February 2026 could, properly weighed, inform whether that funding would
have been available to CityFibre to reach a deal with Substantial absent the
Transaction and the timing constraints it imposed.

335 Third-party call transcript: [$<]

336 P2-s109(01)-CityFibre, question 1 Annex,

337 p2-s109(01)-CityFibre, questions 2 and 3, Annex.
338 P2-s109(01)-CityFibre, question 3, Annex.

339 P2-s109(01)-CityFibre, question 3, Annex.
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5.125

5.126

5.127

5.128

5.129

5.130

5.131

5.132

In [$<], CityFibre’s three largest shareholders (Mubadala, Antin and GS) [¢<].340 A
letter dated 15 July 2026 from the three shareholders to CityFibre’s Board
reiterated their support for CityFibre, including support for M&A activity, and
stated: [5<]. In this letter, the shareholders also set out their intention to [<].341
We understand that this proposal relates to CityFibre’s current and ongoing
discussions in relation to its [¢<] which we describe below.

The letter also stated that [$<].342 [¢<] explained that [¢<]. 343

CityFibre submitted that its shareholders have now indicated that £[¢<] to support
future M&A, 344 [6<].345 PJT told us that [8<].346 It explained that the decision of
CityFibre’s shareholders [<].347

CityFibre also told us that [6<].348 CityFibre also explained that [6<].34° PJT
confirmed [#<], its shareholders [¢<] should it become available.3%°

Consistent with the above, [¢<] told us it was willing to increase its contribution so
that the combined equity contribution from CityFibre’s existing shareholders would
reach £[<] subject to completing due diligence and finalising deal terms. 3%
Further, [¢<] told us that, in respect of the acquisition of Substantial, it would have
been ready to increase its contribution if that would have enabled the deal to be
reached.3%?

PJT also told us CityFibre’s [¢<] minority shareholders, [<]. Specifically, PJT told
us that [8<].3%3

PJT told us that in its view, [¢<].35
CityFibre submitted that [6<].3%° PJT told us that CityFibre was [$<].3%

CityFibre confirmed that [$<].3%7 PJT told us that [¢<].3%8

340 Third-party call note.

341 Annex to P2-RFI2-CityFibre, paragraphs 9 and 11.

342 Annex to P2-RFI2-CityFibre, paragraph 8.

343 Third-party call note.

344 CityFibre response. CityFibre submission dated 5 August 2026, paragraph 3.4.
345 Third-party call transcript: [$<].

346 Third-party call note.

347 Third-party call note.

348 Third-party call transcript: [$<].

349 Third-party call transcript: [$<].

350 Third-party call note.

351 See the discussion on CityFibre’s shareholders’ incentives above.
352 Third-party call transcript: [$<].

353 Third-party call note.

354 Third-party call note.

355 p2-RFI1-CityFibre, question 1.

35 Third-party call note.

357 p2-RF14-CityFibre, question 8.

3%8 Third-party call note.
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5.134

5.135

5.136

5.137

5.138

With more time to obtain funding and in the absence of a nexfibre Consortium bid,
a deal structure offered by CityFibre could have looked different. In particular,
evidence indicates that: the investment from existing shareholders could have
increased to at least £[¢<] within a reasonable timeframe (given the amount
shareholders are prepared to invest has since increased to £[<] and [<]);
CityFibre [<]; [¥<]; and [¢<]. Clearly, there is uncertainty around these
developments, but we consider that the evidence gathered on recent
developments shows that there would likely have been other sources of funding
available to CityFibre absent the Transaction.

Our assessment of CityFibre’s ability to raise the required funding

By [<], CityFibre had obtained agreement from its investors to provide £[<] in
equity to support its acquisition of Substantial, and [¢<] independent ISPs had
expressed interest in buying Substantial’s ISPs. Although other sources of funding
were not committed at that stage, CityFibre [¢<] (with Substantial being willing to
[¢<]), [¢<] Substantial’s lenders were expected to roll over their debt and CityFibre
had [é<] cover around £[é<] of Substantial debt that would not roll over. It therefore
had feasible routes to achieving this funding.

Further, the terms CityFibre offered to Substantial in [¢<], and its progress on
funding at that point, were a result of having to work quickly once the nexfibre
Consortium had committed funds. [<] it then had limited time to secure
agreement on the remaining financing given the deadline Substantial imposed of
[¢<], with the deadline being a function of the nexfibre Consortium’s [<]. In
addition, Substantial may have had less incentive to agree on terms, particularly
once the deal with the nexfibre Consortium became more definite and it had
obtained approval to execute the Transaction.

Absent the Transaction and with more time to obtain funding, a deal structure
offered by CityFibre could have looked different. For example, since

February 2026, CityFibre has obtained significant additional funding commitments
from its shareholders; [<]; and it is [<].

For the reasons set out above, given the number of variables at play as well as the
difficulty of isolating any influence the Transaction may have had on the relevant
events, it is not possible to determine the precise amount that CityFibre would
have been able to raise.

In addition, absent the Transaction, Substantial would have been more
incentivised to reach agreement on terms. Substantial's shareholders were willing
to accept the Transaction at a level of around £2 billion in the context of a
competitive bidding process. In addition, Substantial’s financial outlook has
continued to deteriorate and it would be [¢<] in the counterfactual. These factors
suggest that Substantial may have accepted a lower amount than £2 billion in the

64



counterfactual although it is not possible to determine with precision or certainty
what an amount acceptable to Substantial would have been absent the
Transaction.

5.139 Ourtask is to assess what would most likely have happened but for the
Transaction, including whether CityFibre could have raised funding for an amount
that would have been acceptable to Substantial’s shareholders. Taking the totality
of the evidence in the round and our analysis above, we provisionally conclude
that CityFibre is likely to have obtained the necessary funding absent the
Transaction.

Provisional conclusion on the counterfactual for Substantial

5.140 Having set out our assessment of the options available to Substantial, we set out
below our overall provisional conclusion as to the counterfactual for Substantial.

5.141 Overall, we consider that:

(@)

()

Substantial had been experiencing a deteriorating standalone position:
market conditions had worsened, [¢<], its network build plans had materially
reduced, acquiring other altnets was no longer an option and any wholesale
prospects not would materially improve its financial outlook at least in the
short term.

Substantial’s standalone position had provided it with a strong incentive to
sell. This incentive is evidenced by the agreement of a sale to the nexfibre
Consortium at [<], which Substantial told us was ‘materially’ more attractive
than remaining standalone, as well as the flexibility shown by Substantial's
shareholders when negotiating with CityFibre (eg [<] [<]).

CityFibre and its shareholders were highly motivated to acquire Substantial,
as evidenced by their willingness to fund the deal, efforts to secure funding
from third parties and strategy to pursue growth and achieve further scale.

Although the precise terms of any deal are uncertain, we consider
Substantial would have accepted an offer of around £2 billion and may have
accepted an amount lower than £2 billion, given the incentives on both sides
and absent a competing bidder to drive the price up.

CityFibre would have likely been able to raise the required funding for a deal
price that was acceptable to both sides: its shareholders were prepared to
invest a significant amount of equity into the deal (which has since the
Transaction was agreed increased to £[<]); [¢<] independent and credible
ISPs were interested in buying Substantial’s ISPs (for around £[<]); absent
the Transaction Substantial’s shareholders would be highly motivated to
reach terms [é<]; and the requirement to meet the change of control
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5.142

consents contained in Substantial’s loan facilities could have been met
through a combination of rollover by Substantial’s lenders and [¢<].

(f)  Inrelation to the [<].

(g) We note that CityFibre is currently [¢<]. We consider it possible that under
the counterfactual, CityFibre could have [é<]. For the purpose of the
counterfactual, it is not necessary to reach a conclusion on what precise
route or decision CityFibre would have taken. However, we note that options
to [¢<] may have been available to CityFibre absent the Transaction.

As explained above, establishing the appropriate counterfactual is an inherently
uncertain exercise, but uncertainty will not in itself lead the CMA to assume the
pre-merger situation to be the appropriate counterfactual. Our provisional view is
that, while there is some uncertainty about the exact commercial terms that would
have been agreed and the amount and timing of funding sources that would
ultimately have been used, the appropriate counterfactual is an acquisition of
Substantial by CityFibre. In reaching this view, we have formed an overall
judgment, taking into account the totality of the evidence and weighing carefully its
provenance, nature and place in the timeline, that such a sale would be the most
likely scenario compared with other possible outcomes absent the Transaction.

Counterfactual for VMO2/nexfibre

Introduction

5.143

5.144

The Parties’ counterfactual submissions for nexfibre and VMOZ2 primarily focused
on their financial situation and the implications of this on network rollout.3%° We
therefore consider this first, presenting the Parties’ submissions and our
assessment of the evidence.

We then move on to consider the second, separate question regarding the extent
to which VMOZ2/nexfibre would compete in the wholesale supply of fixed
broadband absent the Transaction.

359 See here: Parties, FMN, paragraphs 259-262 and 265-271; Parties’ submission, [¢<], 10 June 2026 (resubmitted as
annex 1.006 to FMN); Parties’ annex to FMN; Parties’ annex to FMN; Parties’ response to the Areas of focus, 20 July
2026, paragraphs 83-107.
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VMO2/nexfibre’s financial positions and implications for network rollout

Parties’ submissions

5.145 The Parties submitted that, prior to the Transaction being approved, nexfibre was
in a position [$<].3%° The Parties told us that nexfibre had reached a position
according to which its funding was [¢<] and [¢<].36"

5.146 The Parties submitted that the Transaction is therefore [<] for nexfibre from the
[<]. The Parties told us that, absent the Transaction, there is an extremely high
likelihood that nexfibre would, at the very least, see [¢<], meaning that it would not
progress its FTTP footprint beyond [$<].36? Further, the Parties told us that, unless
VMO2/nexfibre manage to generate significant wholesale business (as is intended
via the Transaction), there is no guarantee that [$<].363

5.147 For VMO2, the Parties’ submissions focused primarily on VMO2's fibre upgrade
programme (Fibre Up), under which it has been upgrading its existing HFC
network to FTTP.3%* As of March 2026, VMO2 had upgraded around [$<] million
premises under Fibre Up (out of a total target footprint of approximately [¢<] million
premises).36°

5.148 The Parties’ submissions cover three possible Fibre Up scenarios in the
counterfactual:

(@) [Build Scenario A]: VMOZ2’s last Board-approved strategy, per its Plan of
Record (POR) of October 2025, planned to [<] its Fibre Up build from 2026
onwards [<].3%6 The October POR projected that this would result in the
upgrade of [<] of VMO2’s HFC footprint ([¢<] premises, [<]) by [¢<], and all
[6<] premises by [<].367 As of [¢<], this was the last Fibre Up strategy to be
approved by VMO2’s Board. 368

(b) [Build Scenario B]: The Parties told us in their earlier submissions (ie as of
June 2026) that [¢<] since October 2025 and therefore that, as part of its

360 Parties’ annex to FMN.

361 Parties’ submission, [8<] 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraph 28.

362 Parties’ submission, [8<] 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 26-29 and 31.

363 Parties’ submission, [¢<] 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraph 27.

364 See here: Parties, FMN, paragraphs 265-271; Parties’ submission, [¢<], 10 June 2026 (resubmitted as annex 1.006 to
FMN), paragraphs 37-65; Parties’ annex to FMN: [¢<]; and Parties’ submission, [¢<], 2 September 2026.

365 Parties, FMN, paragraph 334. in relation to [5<] million premises upgraded as of March 2026. For VMO2's total Fibre
Up target footprint, see Parties’ submission, [8<], 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 57-58.
366 The Parties submitted that [Build Scenario A] is VMOZ2's last standalone pre-Transaction business plan (Parties’
submission, [<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 3, page 12). The Parties told us that, while
VMO2 management has more recently considered changes to this plan, as of September 2026, ‘[<]’ regarding these.
Parties’ submission, [¢<], 2 September 2026.

For the targets within this, see for example, VMO2 annex to P2-s109(01)-VMO2, page 58. These are reiterated
consistently in later documents as VMO2'’s existing strategy.

367 VMO2 annex to P2-s109(01)-VMO2, pages 58 and 85.

368 As of September 2026, the Parties stated that [¢<] regarding recent proposed changes to VMO2's Fibre Up strategy.
Parties’ submission, ‘[¢<]’, 2 September 2026.
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2026 POR update, [¢<] its Fibre Up strategy.3° As a result, the Parties
submitted that, in the counterfactual, VMO2 would be likely to [<] [Build
Scenario A] and instead [¢<] a build pace of around [¢<] premises per
year.3’0 This would result in completion of between [<] premises by [<] and
the entirety of VMO2’s HFC network by [<] or shortly thereafter. 3"

(c) [Build Scenario C]: The Parties’ latest submissions (of September 2026)
stated that VMO2'’s finances [¢<] since its earlier submissions.3"? As a result,
VMO?2 is [¢<] and therefore in the most likely counterfactual would [¢<]. This
would result in a network end state (reached in [<]) of approximately [<]
FTTP premises (including [¢<] nexfibre premises).3"3

5.149 These scenarios are set out by the Parties as follows:

Figure 5.1: Parties' submitted scenarios for the evolution of VMO2/nexfibre's FTTP footprint in the
counterfactual

[<]

Source: Parties’ submission, [5<]’, 20 May 2026 (resubmitted as annex 1.011 to FMN), page 7, Figure 2).
Note: We note here that [Build Scenario B] is modelled according to the Parties’ initial [5<] forecast and that these scenarios also
include [3<] nexfibre premises, as well as VMO2 Fibre Up build.

5.150 The Parties further submitted as evidence that Fibre Up would most likely be
[];374 []_375

5.151 The Parties submitted that VMO2 has also implemented [¢<] away from areas
[6<], ie it has [8<] upgrading premises in areas with [$<].376 As a result, the Parties
told us that, to the extent that VMO2 [<] with further upgrades in the
counterfactual, it would have prioritised areas [$<].377

369 Parties’ submission, [¢<], 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 54-65.

370 VMO2’s earlier submissions to our investigation (ie as of June 2026) submitted that build was likely to continue at
around [¢<] premises per annum under [é<]. See for example, Parties’ submission, [<], 10 June 2026 (resubmitted as
annex 1.006 to FMN), paragraphs 54-65; Parties’ submission, [6<], 20 May 2026 (resubmitted as annex 1.011 to FMN),
section 2.1, pages 5-7. VMO2'’s later submissions stated that this was an [<] counterfactual would entail (ie to c. [<],
rather than [<] premises per annum) — see Parties’ submission, [<], 2 September 2026, section 2, page 4 and P2-
RFI5-Parties, question 1(a).

371 per P2-RF|5-Parties, question 1(b), a [¢<] per annum build rate would result in [¢<] premises by [$<]. As set out in
Figure 5.2 below, we estimate that build under a [¢<] per annum build rate would result in [¢<] premises by [¢<].

372 Parties’ submission, ‘[¢<]’, 2 September 2026, section 2, pages 3-5.

373 Based on a predicted 2026 footprint of [¢<] premises ([$<] VMOZ2; [¢<] nexfibre — see P2-RF15-Parties, question 1(b),
Figure 1) plus additional [¢<] build of [¢<] premises, based on the Parties’ statements that [¢<]- see Parties’ submission,
‘<7, 20 May 2026 (resubmitted as annex 1.011 to FMN), footnote 15).

374 See Parties’ annex to FMN, paragraph 15, as well as Parties’ submission, ‘[<]’, 10 June 2026 (resubmitted as annex
1.006 to FMN), paragraphs 37-39.

375 Parties’ submission, ‘[¢<]’, 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 43-44 and Parties’
submission, ‘[¢<], 2 September 2026, section 2, page 4.

376 Parties’ submission, ‘[¢<]’, 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 66-72.

377 Parties’ submission, ‘[<]’, 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 73-77.
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Our assessment

nexfibre

5.152 nexfibre’s Board documents indicate that it implemented a [<] future greenfield
[¢<] from around [5<], whilst its management [$<] to [¢<].37® These documents
indicate that the nexfibre Board did not consider that a [¢<] and that shareholders
were [<].%7° Internal documents indicate that the nexfibre Board considered
various strategic options around this time, with the Transaction ultimately
emerging from this period. 38

5.153 The Parties submitted that nexfibre’s [¢<] would [é<] continue absent the
Transaction, [¢<].38! However, the Parties have not submitted that nexfibre would
[¢<] absent the Transaction and instead indicated that [$<].382 This is consistent
with the evidence that we have received:

(8) [3].%
(b) [5<].%
() [5<].%8°

5.154 Further, [<] in the counterfactual, we consider that its existing FTTP network
would remain available for wholesale, [<].

5.155 Based on the evidence we have received so far, we therefore provisionally
consider that nexfibre is unlikely to [¢<], but that there is no evidence to indicate
that it would [¢<] from the combined VMO2/nexfibre wholesale proposition.

378 Parties’ annex to FMN, paragraph 6.7-6.13. See also Parties’ annex to FMN, paragraphs 4.5-4.7 and Parties’ annex
to FMN regarding the [¢<].

379 See above documents, as well as: Parties’ annex to FMN, paragraphs 6.8, 7.4-7.9 and 10.1-10.4; Parties’ annex to
FMN, paragraph 6.7; Parties’ annex to FMN, paragraphs 4.1-4.6; Parties’ annex to FMN, paragraphs 4.8-4.9. nexfibre
and InfraVia documents discussing the Transaction also commented on the benefits of transitioning from a [¢<], again
indicating that this is considered more attractive to investors than [é<]. For example, nexfibre annex to P2-RFI3-Parties,
pages 82 and 86; Annex 1.03 to Parties’ submission, ‘[¢<], 10 June 2026 (resubmitted as annex 1.006 to FMN).

380 For example, VMO2 and nexfibre documents discuss a standalone form of the [$<] contemporaneous arrangements,
under which [¢<], and indicate that the Parties considered [¢<] ([¢<]), under which [6<]. On [¢<], see nexfibre annex to
P2-s109(01)-nexfibre, paragraph 6.10 (based on nexfibre’s wider Board document set, we understand here that the ‘[<]’
refers to [8<]) and nexfibre annex to P2-s109(01)-nexfibre, page 11. On potential inclusion of nexfibre within the [$<]
project, see for example, P2-s109(01)-VMO2, pages 2 and 38-39. See Parties, FMN, paragraph 204 and Parties’
updated consolidated response dated 21 May 2026 to the CMA’s RFI dated 12 May 2026 (P1-RFI2-Parties), question 10
for an explanation of these projects. [¢<]. A more detailed discussion of the evidence here is provided in the
countervailing factors chapter.

381 Parties’ submission, ‘[T, 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 26-27.

382 See for example, Parties Initial Substantive Meeting (ISM transcript) transcript, 28 July 2026. Page 18, lines 1-4.

383 P2-RF|3-Parties, question 1.

384 P2-RF|3-Parties, question 2.

385 For example, Parties annex to FMN states that directors had ‘[5<] and that ‘[¢<]’. See also the documents referenced
above regarding alternative [¢<] considered by nexfibre [¢<], including in relation to [¢<] and [<].
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VMO2

5.156 VMO2’s most recently Board-approved Fibre Up plan, per its October 2025 POR,
is the [Build Scenario A] strategy. In line with this, documents indicate that VMO2
[¢<] its Fibre Up investment in 2026 from its 2025 spend in order to [<] its build
pace from [$<] premises passed in 2025 to [¢<] forecasted for 2026. 386

5.157 VMO2’s more recent internal documents indicate that it has been [<] this strategy
as part of its 2026 POR update. These documents (for example, POR analysis
and update presentations prepared for VMO2 senior management) indicate that
VMO2 management have considered multiple options in this refresh, including
continuing with [Build Scenario A], [¢<] a scenario similar to [Build Scenario B], or
[¢<] under [Build Scenario C].3%” These documents indicate that the [Build
Scenario B] scenario was, as of [¢<], VMO2 management’s preferred strategy for
recommendation to the VMO2 Board, with a [¢<] per annum in the event that
[]_388

5.158 However, this strategy has not yet been approved by VMO2’s Board and VMO2’s
most recent documents note that, [¢<] [Build Scenario A] [¢<].38 Further, these
documents were produced after Transaction contemplation had become more
serious (including after the Transaction was signed and after the CMA’s merger
inquiry commenced).

5.159 As set out above, the Parties have more recently submitted (as of September
2026) that VMO2'’s finances have [é<] since July this year and therefore that, in
the most likely counterfactual, VMO2 would [é<] [Build Scenario B], albeit that no
formal decision had yet been taken on this as of September 2026.3%

5.160 We consider that this would be a material change from the plans and incentives
set out in VMOZ2'’s internal documents, which indicate that VMO2 has consistently
considered that [¢<]. This includes:

(@) [<]; %

(b) [3<1:2

386 \YMO2 annex to P2-s109(01)-VMO?2.

387 See for example, Annex 1.01 to Parties’ submission, ‘[5<]’, 10 June 2026 (resubmitted as annex 1.006 to FMN);
VMO2 annex to P2-s109(01)-VMO2.

388 \/MO2 annex to P2-s109(01)-VMO2; VMO2 annex to P2-s109(01)-VMO2. We understand these to be early draft
versions of the 2026 POR. The Parties submitted that, as of [¢<] these documents had not yet been presented to, or
formally or informally approved by, VMO2’s Board. P2-RFI5-Parties, question 2.

389 \VMO2 annex to P2-s109(01)-VMO2.

3% Parties’ submission, ‘[<]’, 2 September 2026, section 2, pages 3-5.

391 For example, ordinary course of business documents produced for VMO2’s Board and senior management indicate
that, as the HFC network ages, [¢<]. Further, these documents indicate that [¢<]. See Parties annex to FMN; VMO2
annex to P2-s109(01)-VMO2; VMO2 annex to P2-s109(01)-VMO?2, page 26; VMO2 annex to P2-s109(01)-VMO2; Parties
annex to FMN. [&<].

392 These documents generally suggest that VMOZ2 considers that [$<]. For example, Parties annex to FMN; Parties
annex to FMN; Parties annex to FMN; VMO2 annex to P2-s109(01)-VMO2; VMO2 annex to P2-s109(01)-VMO2.
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5.161

5.162

5.163

5.164

(c) [¥];°®and
(d) [<].%%

These incentives are consistently displayed across VMO2’s internal documents,
including the analysis and updates prepared for and by VMO2 management as
part of its 2026 POR refresh.3% These documents indicate that VMO2
management continued to consider that, as of at least [<], it remained [<]. These
documents also indicate that VMO2 management has considered multiple options
for [8<] as a result of [¢<] since [<], including through [<]. However, as of [<],
VMO2 management considered that [¢<], and therefore instead proposed [Build
Scenario B] for Board recommendation (as set out above). 3%

Ofcom told us that HFC currently remains a viable gigabit-capable technology and
does not have a predetermined retirement date, but the expansion of rival FTTP
networks means that HFC no longer provides VMO2 with a product advantage. 3%’
Further, the evidence provided to Ofcom prior to the Transaction suggested that
VMO2 has a longer-term incentive to upgrade its HFC network to FTTP to remain
competitive with rival FTTP networks, and Ofcom considers that previous VMO2
Fibre Up delays are likely (at least in part) to reflect the limited benefits of
upgrading in the short-term, rather than any more fundamental change in its long-
term incentives. 3% Ofcom expects VMO2 to continue to have longer term
incentives to upgrade its network to remain competitive. 3%°

We do not consider that the Parties have provided evidence to indicate that these
long-term incentives have significantly changed in the intervening period since the
above POR documents were prepared, [8<].400

We therefore provisionally consider that VMO2 would continue its Fibre Up
programme in the counterfactual, in line with the incentives consistently set out in
its internal documents. Further, we note that even under the more conservative
[Build Scenario B] scenario, VMO2 would continue to upgrade at a material rate,
as set out in the following chart:

393 For example, VMO2 annex to P2-s109(01)-VMO2; Parties annex to FMN; Parties annex to FMN; VMO2 annex to P2-
s109(01)-VMO2; VMO2 annex to P2-s109(01)-VMO?2.

3% For example, Parties annex to FMN; VMO2 annex to P2-s109(01)-VMO2.

395 See most recent VMO2 management documents cited above, such as VMO2 annex to P2-s109(01)-VMO2.

3% See documents cited above, such as Annex 1.01 to Parties’ submission, ‘[é<]', 10 June 2026 (resubmitted as annex
1.006 to FMN); VMO2 annex to P2-s109(01)-VMO2.

397 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, question 3.

398 Ofcom response dated 18 September 2026 to the CMA's RF| dated 15 September 2026, question 3.

399 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, question 3.

400 See here Parties’ submission, ‘[5<]’, 2 September 2026.
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Figure 5.2: Chart showing VMO2 Fibre Up scenarios in the counterfactual

[<]

Source: Chart displays estimated build rates, based on VMOZ2’s internal documents and submissions (albeit noting that there are some
minor variations across these documents, potentially as a result of rounding across years). For [Build Scenario A], see VMO2 annex to
P2-s109(01)-VMO2, as well as later Board documents which restate these targets (for example from VMOZ2’s 2026 POR update). For
[Build Scenario B], see for example VMO2 annex to P2-s109(01)-VMO2.

Note: The chart models [Build Scenario B] at [5<] premises passed per annum. As set out above in our discussion of the Parties’
submissions on Fibre Up, the [<] build rate originally submitted by the Parties would produce a [5<] Build Scenario B scenario, resulting
in [3<] premises passed by [5<] and Fibre Up completion by [5<].

5.165 Under both of the [Build Scenario A] or [Build Scenario B] scenarios, VMO2 would
upgrade the [<] of its HFC network over (approximately) the next [¢<], and the
entirety of its network over the next [¢<], or shortly thereafter. We consider that
competitive conditions would not differ materially across these two scenarios and,
as a result, that it is not necessary for us to choose between them for the purposes
of the counterfactual assessment. Without prejudice to the above, we note here
that even in a [Build Scenario C] scenario, VMO2/nexfibre would continue to build
to and operate a footprint of [¢<] premises (including [¢<] nexfibre premises).4%!
We consider this to be of sufficient scale to attract third-party ISP customers, as
demonstrated by the progress made by VMO2/nexfibre and [<] and feedback
from ISPs.402

5.166 Finally, we consider that documents indicate that VMO2'’s future upgrades would
be likely to [¢<] areas of [¢<] to later in the Fibre Up timeframe.*%® However, as per
our analysis above, we consider that VMO2 would ultimately upgrade its entire
HFC network (ie including altnet overbuild premises) and that the majority of these
premises [¢<] would be upgraded by at least [<].

5.167 Based on the evidence received to date, we therefore provisionally consider that
VMO2 would continue to upgrade the entirety of its HFC network to FTTP in the
counterfactual, with its build pace likely to fall somewhere between the [<] [Build
Scenario B] and [<] [Build Scenario A] scenarios. Given that both of these
scenarios involve material build continuing, we do not consider that competitive
conditions would differ significantly across these such as to require us to choose
between them.

401 See Parties’ submissions regarding [Build Scenario C], as set out above.

402 See here our discussion of VMO2/nexfibre’s wholesale position absent the Transaction, as set out below, and the
documentary evidence set out in Appendix B.

403 \YVMO2’s internal documents indicate that it first began a strategy of reprioritising its build locations so as to defer [¢<]
areas to later in the Fibre Up timeline in around [é<] (for example, Parties annex to FMN: ‘[¢<] Documents indicate that
this continues to inform VMO2’s build strategy, with documents from VMO2’s 2026 POR update indicating that it was
considering implementing a new strategy for better [¢<] (for example, Annex 1.01 to Parties’ submission, [¢<], 10 June
2026 (resubmitted as annex 1.006 to FMN): [$<]
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VMO2/nexfibre’s wholesale position absent the Transaction

5.168

5.169

5.170

5.171

5.172

Parties’ submissions

This section considers whether VMO2/nexfibre would be active in wholesale in the
counterfactual.

The Parties submitted that, absent the Transaction, VMO2/nexfibre could not have
credibly achieved the requisite scale and financial position to make them
sufficiently attractive to ISPs to deliver effective and financially sustainable
competition to Openreach.*% While VMO2/nexfibre have been jointly marketing
their FTTP footprints as a combined proposition, the Parties submitted that they
have not yet been successful in securing third-party ISP customers.4% In
particular, the Parties told us that, prior to the Transaction, [¢<].406

The Parties submitted that, based on previous unsuccessful discussions, FTTP
network scale is a key factor in ISPs’ decision making, and that [¢<] in particular
(alongside [¢<]) has required evidence of VMO2/nexfibre’s commitment to
becoming a scaled wholesaler ([¢<]) prior to agreeing a wholesale contract.*%” The
Parties therefore submitted that, absent the Transaction and the increased scale
which the Parties submitted would arise as a result of this, VMO2/nexfibre would
have been unlikely to secure key wholesale contracts in the counterfactual. %8
Specifically, the Parties submitted that [¢<] (and potentially also [¢<]) [¢<] would
not be expected to join.4%®

The Parties further submitted that additional scale is important to enable nexfibre
to secure wholesale contracts with third parties at rates which are financially
sustainable for nexfibre.4'® The Parties told us that a larger footprint is more
attractive to retail ISPs (as it better justified the integration costs), and therefore
that increased scale would better enable nexfibre to reach a deal with ISPs at
rates which are financially sustainable for nexfibre’s business model.*'’

Our assessment

VMO2/nexfibre’s internal documents clearly indicate that securing third-party
wholesale customers had been a strategic priority for both nexfibre and VMO2
prior to the Transaction. Pursuant to this, documents indicate that nexfibre and

404 Parties’ submission, [¢<], 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraphs 20-25.

405 Parties, FMN, paragraphs 963 and 972-975.

406 pParties’ consolidated response dated 4 June 2026 to the CMA’s RF| dated 26 May 2026 (P1-RFI3-Parties),
question 13.

407 Parties’ submission, [¢<], 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraph 24.

408 parties’ submission, [8<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.2, page 8.

409 pParties’ submission, [8<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.2, page 9.

410 Parties, Initial Substantive Meeting (ISM transcript) transcript, 28 July 2026. Page 17, lines 2-23.

411 Parties, Initial Substantive Meeting (ISM transcript) transcript, 28 July 2026. Page 17, lines 2-23.
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5.173

5.174

5.175

5.176

VMO2 had engaged in discussions with a number of ISPs prior to the Transaction.
Details on these internal documents and discussions are provided in Appendix B.

These discussions were [¢<] in relation to [¢<], with whom VMO2/nexfibre had
[6<].412 [¥<], these discussions [¢<]. Documents from this period indicate that [$<],
with documents from [$<] indicating that the [8<].413

VMO2/nexfibre told us that [8<] were [8<].4* [¢<] told us that there has been [<],
but that contractual negotiations have not [¢<] which remains [$<].4'® According to
the latest draft contract that we have received, terms between VMO2/nexfibre and
[¢<] do not include [<] (see Appendix B for details).

As set out in Appendix B, documents indicate that VMO2/nexfibre also engaged in
discussions with other ISPs, prior to the Transaction, including [¢<] and [<]. The
evidence indicates that these negotiations were [<] negotiations with [¢<] and
[¢<]. We therefore consider that VMO2/nexfibre would have continued to pursue
further ISP contracts in the counterfactual.

Based on the evidence that we have considered so far, our provisional view is
therefore that VMO2/nexfibre would continue to compete in wholesale in the
counterfactual. Specifically, we consider that they would continue to market their
FTTP footprints in a combined wholesale proposition and would likely [¢<] from at
least [¢<] in the short-term (ie [<]), and potentially also [¢<] in the medium-term.

Provisional conclusions on the appropriate counterfactual

5177

Based on our assessment above, we provisionally conclude that absent the
Transaction, the appropriate counterfactual is that:

(a) CityFibre would acquire Substantial, wholesale the Netomnia network to retail
ISPs and sell Substantial’s retail business (YouFibre) to a third-party ISP;

(b) VMOZ2 and nexfibre would continue to be active in the wholesale supply of
fixed broadband to ISPs:

(i) VMOZ2's FTTP footprint would continue to increase as it continued to
upgrade its HFC network via its Fibre Upgrade programme, with a pace
of upgrade likely to fall somewhere within the bounds of [¢<] [Build
Scenario A] and [<] [Build Scenario B];

(i) nexfibre would not undertake further [2<].

412 Parties, FMN, paragraph 564(a); as well as paragraph B.12 of Appendix B.

413 Parties, FMN, paragraph 564(a).

414 VMO2/nexfibre internal document, attachment to VMO2/nexfibre’s email to the CMA dated 15 September 2026 [¢<]
415 Third-party submission: [$<].
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5.178 We have assessed the effects of the Transaction against this counterfactual.
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6.

COMPETITIVE ASSESSMENT

Introduction

6.1

6.2

6.3

6.4

6.5

As set out in the counterfactual chapter, we provisionally consider that, absent the
Transaction, the most likely counterfactual is that: (i) CityFibre would acquire
Substantial; (ii) CityFibre would wholesale Substantial’s network to retail ISPs; and
(iii) CityFibre would sell Substantial’s retail business (YouFibre) to a third-party
ISP. Our competitive assessment therefore proceeds on that basis.

CityFibre is active in the wholesale supply of fixed broadband to ISPs. We have
also found that VMO2/nexfibre would continue to be active, absent the
Transaction, in the wholesale supply of fixed broadband to ISPs. We have
therefore investigated a horizontal unilateral effects theory of harm (TOH) in the
wholesale supply of fixed broadband to ISPs.

Our Areas of focus document stated that we also planned to consider whether the
Transaction gives rise to horizontal unilateral effects in the retail supply of fixed
broadband. However, CityFibre is a wholesale-only provider, and, as set out
above, intended to sell Substantial’s retail business to a third-party ISP. In light of
this, our competitive assessment focuses on the impact of the Transaction at the
wholesale level of the supply chain. In the final section of this chapter, we consider
the implications of our analysis and findings for the retail level of the supply chain.

Our Areas of focus document also stated that we were not minded to focus on the
impact of the Transaction on leased line access (LLA) services, and we invited
submissions on this point.#'® Based on the evidence received, including responses
to the Areas of focus, this continues to be the case and we have not considered
this further below.

In the remainder of this section, we first consider some of the sources of evidence
we have gathered and some aspects of our approach in assessing that evidence.
We then consider the relevant product and geographic markets in the wholesale
supply of fixed broadband services, before conducting our assessment of
horizontal unilateral effects.

Treatment of evidence

6.6

In assessing the impact of the Transaction, we have looked at a wide range of
evidence that we have considered in the round in reaching our provisional
conclusions. We have considered the context in which the evidence was

416 CMA, Areas of focus, 7 July 2026.

76


https://assets.publishing.service.gov.uk/media/6a4c8b1fb7203c4c023fd297/Areas_of_focus_7_July_2026.pdf

6.7

6.8

6.9

6.10

6.11

produced, and its consistency with other evidence, when deciding how much
weight to place on it.

In the introduction chapter we summarised the evidence we have gathered as part
of our investigation. Below we set out some of the factors relevant to our
assessment of particular types of evidence.

Internal documents: Internal documents can be a useful source of information in
merger investigations. In response to targeted information requests, we have
received a large volume of documents from the Parties,*'” and a material volume
of documents from third parties.*'® Documents produced in the ordinary course of
business provide evidence on the perspectives of market participants beyond their
direct submissions to the CMA.

We have interpreted internal documents in their context. In deciding what weight to
attach to them we considered information such as the identity and role of the
person that prepared, sent or received them. In line with our guidance,*'® where
internal documents support claims being made by merger firms or third parties, we
considered whether those documents were generated prior to the period in which
the Parties were contemplating the Transaction, and the period in which third
parties were aware of the merger.

On this point, we note that the combination between nexfibre and Substantial was
in contemplation for a significant period of time prior to the announcement of the
Transaction in February 2026, with many contemporaneous internal documents
having been generated during that period. This may impact the overall evidentiary
weight that we are able to attach to such documents as we consider that,
particularly for those generated at the Board and senior management level, the
contemplation of a combination between nexfibre and Substantial may have
affected both the content and the way these were drafted.

Evidence from other market participants and other third parties: Views of market
participants and other third parties are an important source of evidence in CMA
merger investigations, and we have spoken to and gathered evidence from a
range of third parties including network operators and ISPs. That said, the
outcomes of a merger investigation can have a direct financial or strategic impact
on market participants and therefore — as with internal documents — we considered
the interests and incentives of market participants (including customers and
competitors) that oppose the Transaction (or support it) and other third parties, as

417 Including financial data and modelling, business plans, strategy documents, board documents, email communications
among senior staff, documents related to the negotiations to sell Substantial to CityFibre and documents related to the
negotiations with potential wholesale customers.

418 |n particular from network operators and ISPs, including documents from CityFibre regarding its negotiations to
purchase Substantial and documents from potential wholesale customers of the Parties regarding their negotiations on
potential contract terms.

419 Mergers Assessment Guidelines (CMA129), 18 March 2021, paragraph 2.29.
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6.12

well as the extent to which any claims made by market participants are consistent
with other evidence when assessing what weight to attach to those views.

Evidence from Ofcom: as set out in the introduction chapter, we have worked
closely with Ofcom given its industry expertise as the sectoral regulator overseeing
communications services, including broadband services. While we have carefully
considered Ofcom’s evidence, it is ultimately for the inquiry group to reach
conclusions on the statutory questions, including whether the Transaction gives
rise to an SLC.

Market definition

Framework

6.13

6.14

6.15

Where the CMA makes an SLC finding, this must be ‘within any market or markets
in the United Kingdom for goods or services’.#?° An SLC can affect the whole or
part of a market or markets. 42!

Market definition provides a framework for assessing the competitive effects of a
merger. The assessment of the relevant market is an analytical tool that forms part
of the analysis of the competitive effects of the merger and should not be viewed
as a separate exercise.*?? The boundaries of the market do not determine the
outcome of our analysis of the competitive effects of the merger in a mechanistic
way. We may, for example, take into account constraints outside the relevant
market, segmentations within the market, or other ways in which some constraints
are more important than others.423

When defining product and geographic markets, there are three main factors that
the CMA considers. First, the CMA will typically pay particular regard to demand-
side factors when identifying what other significant competitive alternatives should
be included in the relevant market.#?* Second, in certain circumstances the CMA
may aggregate several narrow markets based on supply-side factors.*?% Third,
where markets cannot be aggregated on the basis of demand-side or supply-side
considerations, the CMA may aggregate them if the main parameters of
competition are set uniformly across those markets.4%¢

420 Section 36(1)(b) of the Act. See also CMA129, paragraph 9.1.
421 CMA129, paragraph 9.1.
422 CMA129, paragraph 9.1.
423 CMA129, paragraph 9. 4.

424 CMA129, paragraphs 9.6 and 9.13.

425 CMA129, paragraphs 9.8 and 9.14.

426 CMA129, paragraphs 9.11 and 9.16.
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Wholesale fixed broadband services
Product market

Parties’ submissions

6.16  The Parties submitted that the relevant market concerns the supply of wholesale
broadband to downstream ISPs. The Parties further submitted that, regardless of
the precise market definition adopted, there is no third-party wholesale demand for
HFC services in the UK. 4?7

Our assessment

6.17  We consider the wholesale supply of FTTP broadband to be the appropriate
starting point for our assessment, as this is the technology on which both Parties’
wholesale offerings are based.*%®

6.18 In our assessment, we analyse evidence on demand- and supply-side factors to
assess whether the relevant market should be wider than FTTP.42° This includes
assessing if the relevant market should include VMO2’'s HFC and RFOG
technologies, and Openreach’s legacy copper-based technologies (ADSL and
FTTC).

6.19  Our provisional view is that the relevant wholesale market includes fixed
broadband services** that are supplied downstream to both residential and
business customers, 3! excluding LLA services.*3? This view is supported by
Ofcom’s evidence that wholesale services supplied downstream to both residential
and business customers are provided over the same underlying wholesale
network. Any differences between residential and business offerings primarily
arise at the retail level, such as through extended customer support hours or wrap-

427 pParties’ response to the Areas of focus, 20 July 2026, paragraphs 109 & 111.

428 CMA129, paragraph 9.6.

429 CMA129, paragraph 9.6.

430 |n referring to the wholesale supply of fixed broadband services, we include both: (1) wholesale local access (WLA)
services in which connections are handed over to ISPs with their own backhaul network at local exchange points; and
(2) WLA services provided in combination with other services such as backhaul connectivity, in which connections are
handed over at national or regional exchanges to ISPs that require (or request) these additional services. Our
understanding is that providers of WLA services are also able to provide wholesale broadband access (WBA) services
which rely on the same underlying access network.

431 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraph 4.7.

432 | | A services include fibre-based Ethernet and Wavelength Division Multiplexing services, dark fibre used to supply
leased line services and leased line-equivalent services (which includes 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). Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 —
Volume 2: Market definition and SMP assessment, 17 March 2026, paragraph 5.6.
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around services, rather than from differences in the underlying network
infrastructure. 433

Other gigabit-capable technologies: HFC and RFOG

6.20 On the demand side, evidence from VMO2/nexfibre and third parties indicates that
there is currently no demand for HFC and RFOG at the wholesale level.

6.21  First, despite VMO2 historically engaging with a number of Tier 1 ISPs in relation
to its HFC and RFOG network, these discussions have not led to the successful
launch of a wholesale access offering.43443% |n addition, an internal VMO2
document indicates that demand for HFC/RFOG-based wholesale services has
been limited <.436

6.22  Second, third-party evidence broadly supports the Parties' submissions that Tier 1
ISPs have limited demand for HFC/RFOG-based wholesale services.*¥” For
example, [¢<] submitted that its procurement strategy is focused on FTTP-based
wholesale products, 43 and [¢<] indicated that whilst it would be willing to procure
HFC-based wholesale access, its recent commercial engagement and
negotiations [6<] have been focused only on FTTP products.43°

6.23  On the supply side, the evidence shows that VMO2/nexfibre’s current plans are
not focused on wholesaling its HFC and RFOG products even if that is technically
possible. As noted above, VMOZ2'’s internal documents show that the wholesale
demand for HFC and RFOG networks is limited, and VMO2 further submitted that,
while technically feasible,*4° the business case for HFC/RFOG-based wholesale
has [<].441

6.24  This is consistent with VMO2/nexfibre's forward-looking wholesale proposition,
which is now solely focused on FTTP services.**? Indeed, evidence from VMO2's
internal documents indicates that VMO2 intends to upgrade its HFC network to
FTTP over time, with wholesale provision being a key consideration to support
those upgrade plans.443

433 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraph 4.22.

434 VMO2 is the only HFC/RFOG network operator in the UK and has never wholesaled access to third-party UK ISPs. In
addition, neither VMO2 nor nexfibre has, to date, secured any third-party ISP wholesale customers on its FTTP network.
435 Parties, FMN, paragraph 403 and 404.

436 For example, more recently see VMO2 annex to P1-RFI1-Parties, slide 2. Parties, FMN, Figure 8.

437 Tier 2 ISPs have not had any opportunities to access HFC/RFOG as wholesale customers, given VMO2/nexfibre’s
focus on Tier 1 ISPs. Parties, FMN, paragraph 975.

438 Third-party call note.

439 Third-party call note.

440 \/MO2 submitted that no fundamental technical constraints prevent HFC/RFOG services from being wholesaled,
although certain upgrades would be required to support wholesale access. Parties, FMN, paragraph 403.

441 Parties, FMN, paragraph 405.

442 parties, FMN, paragraph 408. Third-party call note.

443 See the counterfactual chapter for analysis of VMO2's upgrade plans.
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6.25 Given the lack of ISP demand for HFC/RFOG-based wholesale and the lack of
plans from VMOZ2 to wholesale its HFC/RFOG network, our provisional view is that
it is not appropriate to widen the product market to include HFC and RFOG. 444
However, while VMO2’s HFC/RFOG network is not part of the relevant product
market, our competitive assessment is forward looking such that premises
currently covered by VMO2’'s HFC/RFOG would become part of the market when
upgraded to FTTP (see the counterfactual chapter for analysis of VMO2’s upgrade
plans).

6.26  We note that our provisional view differs from the market defined by Ofcom for the
purposes of TAR26, which included HFC and RFOG.44® We also note that two
ISPs told us that HFC is a demand-side substitute to FTTP, 446 and two network
operators explicitly stated that HFC should be included in the wholesale product
market. 447

6.27 However, Ofcom’s market definition in the TAR26 was conducted for a different
purpose and using a different analytical framework, 4% and such differences in
outcome are envisaged by our guidelines.44° Further, third parties did not provide
any further evidence to support the view that HFC and RFOG should be included
within the market.

6.28  Finally, to the extent that VMO2 uses its HFC/RFOG networks to compete at the
retail level*®° then its HFC/RFOG networks may also impose an indirect
competitive constraint on other wholesale providers. In particular, VMO2 competes
directly for retail customers, which in turn constrains the prices, service quality and
commercial terms that wholesale access providers can offer to their ISP
customers. This is because wholesale providers must enable downstream ISPs to
compete effectively with VMO2 at the retail level and therefore face competitive

444 As noted by the Parties, in BT/EE, the CMA defined the product market to be the market for fixed wholesale
broadband access services, which does not include mobile, wireless and satellite networks. This appears to have
included VMO2’'s HFC network. However, this decision was in 2016 and as set out above evidence suggests that there is
no longer demand for VMO2’s HFC network (CMA, A report on the anticipated acquisition by BT Group plc of EE
Limited, 15 January 2016, paragraph 18.21). Parties’ response to the Areas of focus, 20 July 2026, paragraph 110.

445 Ofcom’s product market definition was referenced by Parties and some third parties. For example, Grain submitted
that it generally supported Ofcom’s product market definition (Grain Connect response to the Areas of focus, 17 July
2026, Section - Market definitions, page 4. In addition, [¢<] further submitted that a number of stakeholders, including
VMO2 and nexfibre, supported Ofcom’s approach to WLA product market definition in the TAR26 (Third-party
submission. Parties’ response to the Areas of focus, 20 July 2026, paragraph 110. Third-party submission. Third-party
submission.

446 [8<] submitted that, from a demand-side perspective, gigabit-capable technologies, including VMO2's HFC network,
constitute alternatives for ISPs such as [$<] (Third-party submission: [¢<]). When discussing WLA market definition, [¢<]
said that there is material demand-side substitutability between different technology types/speeds as, for example, from a
consumer perspective, the difference between HFC and FTTP is currently of limited relevance as both are ‘gigabit
capable’ (Third-party submission.

447 Third-party submission. BT response to the Areas of focus, 20 July 2026, paragraph 18.

448 For example, Ofcom’s TAR came to a view on the relevant product market based on supply-side considerations, and
found that it was not necessary to come to a view on demand-side considerations separately given these supply-side
considerations. Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 —
Volume 2: Market definition and SMP assessment, 17 March 2026, paragraph 4.21. By contrast, the CMA’s assessment
of product markets is typically conducted primarily by reference to demand-side substitution: CMA129, paragraph 9.7.
449 See CMA129, footnote 154.

450 See Appendix D.
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6.29

6.30

6.31

6.32

discipline arising from VMO2's retail activities.**' We take into account this vertical
integration within our competitive assessment.

Openreach legacy technologies (eg ADSL, FTTC)

On the demand side, evidence shows that ISPs continue to demand wholesale
broadband over Openreach’s legacy copper networks. In particular, Openreach’s
legacy networks currently serve around [é<] premises in the Substantial network
footprint and over [¢<] premises in the nexfibre/VMO2 footprint and as such
continue to represent an important source of wholesale supply in the UK. 4%?

Our provisional view is therefore that the relevant wholesale product market
should include Openreach’s legacy copper networks. However, we recognise that
ISP demand for legacy technologies is likely to decline over time, given the
limitations of copper-based services relative to FTTP. To manage this, as set out
above, Openreach told us that it plans to reach 25 million premises passed with
FTTP by December 2026, and approximately 30 million premises [$<].4%2 We take
these factors into account in our forward-looking competitive assessment.

Our provisional conclusion on product market definition

On the basis of the evidence set out above, we provisionally conclude that the
relevant wholesale product market comprises all FTTP networks and Openreach’s
legacy networks. This market encompasses the supply of wholesale services to
both residential and business customers.

Geographic market

Parties’ submissions

The Parties submitted4°* that the relevant geographic scope of the WLA market is
national for the following reasons:4%°

(@) Openreach is the closest constraint on all altnets (including the Parties) and
is a national operator. As such, altnets do not experience any material

451 Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 — Volume 2:
Market definition and SMP assessment, 17 March 2026, paragraph 4.119. We note that Ofcom also recognises the

indirect competitive constraint posed by VMO2’s network in its TAR26 Statement.

452 CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data.

453 Third-party call note.

454 The Parties also submitted that three of the features of competition they identified in support of a national WLA market
are broadly consistent with the CMA’s approach when the CMA defined a national market in Cellnex/CK Hutchison.
Parties’ response to the Areas of focus, 20 July 2026, paragraph 120.

455 Parties’ response to the Areas of focus, 20 July 2026, paragraph 112. Parties’ submission, ‘Economic comments on

the CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, Section 1, pages 2-3.
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geographic variation in competitive conditions across their footprints with
each altnet competing with uniform terms against the national incumbent; 4%

(b) WLA contracts are typically negotiated on a footprint-wide basis, with major
national retail ISPs constituting the principal customers;4%”

(c) the extent of network footprint is itself an important parameter of
competition;4%® and

(d) the key parameters of wholesale competition are determined at the national
level and are applied consistently across all geographic areas, this includes
Openreach which is prohibited from geographic price discrimination with
Ofcom consent. 459

6.33  The Parties also submitted that ISPs incur upfront and ongoing integration costs
which mean that:

(a) Altnets must offer a discount relative to Openreach to attract ISPs onto their
network — this discount is compensation for the absence of national reach, 46°
and its magnitude is a function of network scale rather than quality or the
presence of a particular competitor. 46"

(b) ISPs would only consider a limited number of providers, such that providers
with non-overlapping networks are considered substitutes from the ISPs’
perspective despite not servicing the same consumers. 462

6.34 The Parties submitted that a geographic market definition that instead comprises
each Party’s FTTP footprint is implausible and unduly narrow. This is because it
ignores the nature and strength of the constraint from the national incumbent
(Openreach) and that competitors constrain each other in national negotiations
even when their networks do not overlap. 463

6.35 The Parties also submitted that their internal documents support the view that
altnets outside of the Parties’ networks act as a constraint. For example,
Substantial’s internal documents show that é< and é< both benchmarked

4%6 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, Section 1, page 5.

457 The Parties noted that central teams conduct procurement and negotiations without reference to geography. Parties’
response to the Areas of focus, 20 July 2026, paragraphs 113 and 114.

458 pParties’ response to the Areas of focus, 20 July 2026, paragraphs 115 to 117.

459 Parties’ response to the Areas of focus, 20 July 2026, paragraphs 118 to 119.

460 The Parties submitted this is needed due to the reduced number of premises; over which the integration costs can be
spread on a smaller network.

461 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, Section 1, page 5.

462 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, Section 1, footnote 5.

463 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, Section 1, page 5.
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Substantial’'s network against CityFibre’s network despite the negligible overlap.46*
Similarly it is stated in a submission from the Parties that [¢<] compared
VMO2/nexfibre’s proposal to those of other WLA providers. 4%

Our assessment

6.36  Market definition involves identifying the most significant competitive alternatives
available to customers of the merger firms and includes the sources of competition
to the merger firms that are the immediate determinants of the effects of the
merger.56 This means that the starting point is based on the offerings of the
Parties and that the focus is on the principal constraints on the Parties.

6.37  As such, our assessment of the geographic market uses the Parties’ network
footprints as the starting point. We have then considered, consistent with our
guidelines,*%” whether it is appropriate to define a wider market based on demand-
side substitution, supply-side factors or parameter flexing.

Demand-side substitution

6.38  Geographic demand-side substitution considers if customers would switch their
purchases from one geographic area to another geographic area. In this case,
there is limited scope for direct geographic demand-side substitution. In order to
serve a retail customer at a particular premises, an ISP can only procure
wholesale local access services from operators whose networks are available at
that premise. This means non-overlapping networks are not direct demand-side
substitutes.

6.39 For the market to be widened to include networks that do not overlap with the
Parties, we would need to believe that non-overlapping networks are significant
competitive alternatives available to ISPs.%%® The Parties have submitted that this
is the case and that non-overlapping networks can still be demand-side
substitutes. This is because ISPs will only consider a limited number of providers
due to upfront and ongoing integration costs. The Parties submitted that this is
reflected in internal documents as set out above.

6.40 Evidence from providers indicates that the focus of competition is overlapping
networks. For example, when asked to identify and rate current and potential
competitors:

464 Substantial annex to FMN, Substantial annex to FMN, Parties’ submission, ‘Economic comments on the CMA’s
emerging view regarding the wholesale local access market’, 31 August 2026, Section 1, page 5.

465 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, Section 1, page 6. Third-party internal document.

466 CMA129, paragraph 9.2.

467 CMA129, paragraphs 9.13-9.16.

468 CMA129, paragraph 9.2.
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(@) One provider specifically did not identify or rate providers that did not overlap
its network.46°

(b) One provider identified CityFibre as very weak, as its footprint does not
overlap ([¥<]) and nexfibre as weak due to its very limited overlap ([6<]).47°

(c) One provider identified three competitors and explained its rating of each
based on the extent of network overlaps.4”’

(d) One provider identified Openreach as a very strong competitor, but said other
altnets are ‘no immediate threat’ due to the lack of overlap ([¢<]).472

6.41 Further in relation to the evidence submitted by the Parties:

(@) While there is evidence that Substantial’s wholesale proposals were being
compared to [<],473 there is also evidence that in communications with [$<],
Substantial was pushing back on benchmarking commercial terms against
[6<] on the basis that [$<].474

(b) The example provided by VMO2/nexfibre does not refer to specific alternative
providers and our understanding is that VMO2 overlaps with all providers
with current wholesale customers anyway (eg Openreach, CityFibre and
Community Fibre). As such it is not clear that this example provides evidence
of non-overlapping networks constraining VMO2/nexfibre.

6.42 While indirect demand-side substitution on the basis outlined by the Parties is
plausible, in the short term,*”®> we do not consider that there is evidence that this
will continue to be the case as the market develops.

469 Third-party response to the CMA’s phase 2 third-party questionnaire, question 12. Appendix D Annex A contains a list
of third-party responses to the CMA'’s phase 2 third-party questionnaire.

470 Third-party response to the CMA’s phase 2 third-party questionnaire, question 12.

471 Third-party response to the CMA’s phase 2 third-party questionnaire, question 12.

472 Third-party response to the CMA’s phase 2 third-party questionnaire, question 12.

473 Based on Substantial documents shared with potential wholesale customers. Substantial annex to P1-s109(01)-
Substantial, and Substantial annex to P1-s109(01)-Substantial.

474 Substantial annex to P1-s109(02)-Substantial and Substantial annex to P1-s109(02)-Substantial. In addition,
Substantial cited an example offer to [¢<], however, the version cited was a draft and the final version of the [$<]
proposal only compares Substantial’s offer to BT’s Equinox 2 prices. Substantial annex to FMN.

475 \We recognise that, to some extent, retail ISPs would choose to prioritise negotiations with a limited number of
providers in the short term due to resource constraints (which prevent those ISPs from engaging with additional providers
at the same time). However, any such effect is likely to be over a relatively limited period (around 12 to 18 months) as the
evidence indicates. For example: (i) [$<] estimated a [¢<]-month timeline for commercial negotiations in the case of a
direct deal with Substantial (see [¢<] response dated 25 June 2026 to the CMA’s s109 notice dated 16 June 2026 (P1-
s109(01)-[¥]), Annex ‘[<]’, page 7); (ii) pre-Transaction VMO2/nexfibre and [¢<] were forecast to [¢<] end of [<] (see
[<] response dated 25 June 2026 to the CMA’s s109 notice dated 15 June 2026 (P1-s109(01)-[<]), Annex [<],

page 7), following the signing of [<] (see nexfibre annex to P2-RFI2-Parties); and (iii) pre-Transaction Substantial and
[<] were forecast to go live [<] (eg Substantial annex to P1-s109(02)-Substantial), following the signing of Heads of
Terms in [<] (see Parties’ consolidated response dated 4 June 2026 to the CMA’s RFI dated 26 May 2026 (P1-RFI3-
Parties), question 14(c); Substantial annex to P2-RFI3-Parties. In addition, there is evidence that ISPs may be able to
run some negotiations concurrently — for example, while it was still finalising terms and doing integration work with
VMO2/nexfibre (see Appendix B), [8<] met with Substantial in [¢<], agreed to further discussions in [¢<] and a
Substantial internal [¢<] noted that Substantial was [¢<] a [¢<] wholesale agreement with [6<] in [¢<]. Parties’
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6.43 Therefore, we provisionally consider that it is not appropriate to widen the market
beyond directly overlapping networks based on the indirect demand-side
substitution put forward by the Parties.*’® Rather, to the extent relevant, we
capture the out-of-market constraint from any non-overlapping providers in the
competitive assessment.*””

Supply-side factors

6.44  Where there is limited demand-side substitution, it may still be appropriate to
aggregate several narrow markets when: (a) firms routinely use their existing
production assets to supply a range of different products and shift their existing
capacity between these different products and (b) the same firms compete to
supply these different products and the conditions of competition between the
firms are the same for each product.*’8

6.45 In this case, it may be appropriate to aggregate narrow markets where the same
networks are available to ISPs. For example, it may be appropriate to aggregate
areas where CityFibre, VMO2/nexfibre and Openreach are all available as those
same providers would be using the same production assets to supply ISPs across
all those areas such that conditions of competition are likely to be the same.

6.46  Therefore, it may be appropriate to define geographic markets based on locations
where the same set of networks are available.4"®

6.47 However, our provisional view is that it is not appropriate to aggregate geographic
markets, based on supply-side factors, beyond this. For example, while
Openreach’s national coverage may mean it places a competitive constraint on all
network operators, 4?0 this is not sufficient to meet the conditions for aggregation
set out above. In particular, all other network operators are sub-national in scale
and this includes network operators such as CityFibre who serve many ISPs’
customers but only in specific areas. This means different providers are active in
different areas using different assets, so the conditions of competition differ
between these areas.

consolidated response dated 4 June 2026 to the CMA’s RFI dated 26 May 2026 (P1-RFI3-Parties), question 14(c), [<],
paragraph 67(f); Substantial annex to P1-RFI3-Parties; Substantial annex to P1-s109(02)-Substantial.

476 \We note that, in any event, based on the evidence we received, all substantive networks with wholesale ambitions
overlap with VMO2/nexfibre’s network and are thus considered in our assessment below.

477 [$<] did not propose a specific geographic market definition, but submitted that there are both local and national
dimensions to competition such that both local markets (ie where Substantial is present or has plans to build) and
national markets are relevant to the CMA'’s competitive assessment. This is because ISPs consider both the overall
national scale of suppliers as well as the incremental ability of suppliers to provide connections in specific local areas
(Third-party submission). We consider our approach to the competitive assessment is consistent with capturing both
more local elements of competition through the market we have provisionally defined and any other national elements
through considering any out-of-market constraints.

478 CMA129, paragraphs 9.8 and 9.14.

479 Sky submitted that the appropriate starting point is the areas in which the Parties’ networks overlap. Sky further
submitted [<]. [8<] (Sky response to the Areas of focus, 20 July 2026, paragraphs 26-27.

480 See Parties submissions above.
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6.48

6.49

6.50

Parameter flexing

We have considered if it is appropriate to aggregate markets further based on the
way in which parameters of competition are flexed. Specifically, our guidance
states that where multiple geographic markets cannot be aggregated on the basis
of demand-side or supply-side considerations, the CMA may aggregate them if the
main parameters of competition are set uniformly across those markets. 48

Evidence from the Parties and third parties shows that most competitive
parameters are set, and supply contracts are agreed, at the network-footprint
level. For example:

(@) VMO2/nexfibre’s offer to [¢<] network footprints. 482
(b) Substantial’s offer to [¢<] involved no geographic pricing. 483

(c) Openreach’s current rental pricing is national, albeit it sets lower connection
fees in Ofcom Area 2 than Ofcom Area 3 and is seeking approval from
Ofcom to allow it to differentiate prices,*%* see below.

(d) A Tier 1 ISP told us that its wholesale arrangements generally involve a
single price across a supplier’s footprint.48>

However, there is some evidence that at least some providers are testing or
engaging in time-limited differentiation between different areas within their network
footprint, albeit this seems limited in scale at present. For example:

(@) [<].4%°

(b) A Tier 1 ISP told us that some providers undertake temporary promotional
activity, for example in newly built areas to stimulate take-up and accelerate
returns on network investment. However, the ISP said these were not
‘enduring’ geographic price differences. 48’

(c) A provider gave examples of pricing incentives which could lead to wholesale
pricing varying within its network footprint, [$<].488

481 CMA129, paragraph 9.16.

482 The agreement agreed as a concept an ‘area 1’ pricing floor, but ensured consistent terms across nexfibre and VMO2
footprints. nexfibre annex to FMN. Third-party call note.

483 P1-RFI1-Parties, question 6(a); Substantial annex to FMN.

484 Third-party call note. See footnote below for an explanation of Ofcom’s Area 2 and Area 3.

485 Third-party call note.

486 P1-RF|1-Parties, question 5; nexfibre annex to FMN.

487 Third-party call note: [$<].

488 Third-party call transcript: [¢<].
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6.51

6.52

Openreach has applied to Ofcom to offer a discount in relation to new to
Openreach customers in areas where VMO?2 is present.*8 Ofcom
provisionally concluded that these geographically targeted discounts are not
unduly discriminatory and such that Ofcom would therefore be content for
Openreach to implement the offer on 1 October 2026.4%°

While the examples seen so far are limited in scale, Ofcom submitted that it is
likely that wholesale pricing will become more geographically differentiated if
network competition continues to develop.4®! This is because:

(@)
(b)

Ofcom submitted that [5<]. For example, [6<].492

Ofcom submitted that, while current regulation restricts Openreach’s ability to
introduce discriminatory geographically targeted discounts without prior
consent, %3 these restrictions are only intended to be time-limited rather than
permanent. This is because Ofcom’s regulatory framework is designed to be
responsive to evolving market conditions, such that if network competition
continues to develop during the review period, Ofcom would expect there to
be circumstances in which a less restrictive approach to geographically
differentiated pricing is appropriate even under the current regulations.4%*

Ofcom submitted that there is some uncertainty about how other network
operators may respond to geographic pricing from Openreach, and this is
likely to depend at least in part on the extent to which Openreach pricing, and
competitive conditions more generally, vary within their footprint. However,
we expect they could, in principle, respond to a geographic change in
competitive conditions by varying their own wholesale pricing and/or their
own retail arms’ pricing (for vertically integrated operators).49°

Overall, the evidence indicates that contracts cover a network footprint and
currently most competitive parameters are set by the Parties and other network
operators at the network-footprint level. As such, the Parties will determine their
competitive offering based on competitive constraints across their entire
footprints. 4% This indicates that the geographic market is at the level of the
Parties’ network footprints. This market is sub-national, as the Parties’ network
footprints (and thus their parameter setting and contracts) are not national in

489 See Openreach ACCN: OR1109 and Ofcom, Consultation - Openreach’s proposed commercial offers,

paragraph 2.25.

490 Ofcom. July 2026. Consultation on Openreach's proposed commercial offers, page 4.

491 Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 3.

492 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, page 4.

493 This is in order to protect the development of sustainable network competition.

4% Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 3.

495 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, page 4.

4% \We note that build plans are inherently local and that, as set out in the counterfactual chapter, we expect VMO2 to
continue its Fibre Up programme over time. We have taken this into account in our competitive assessment considering
both the geographic market based on current FTTP networks and the geographic market based on future FTTP

networks.
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scope. We note that there is some evidence that pricing may become more
localised in the future, including based on trials by nexfibre and submissions from
Ofcom, and we consider this further in our competitive assessment.

6.53  We note that the proposed geographic market is narrower than Ofcom’s Area 2497
which includes, but is wider than, the Parties’ network footprints.4%® However, this
market definition was conducted for a different purpose with a different starting
point. Specifically, Ofcom conducted its market definition in the context of its
market review process under the Communications Act 2003, assessing whether
any communications provider holds ‘significant market power’ in the relevant
market(s) and, having found that Openreach does so in a number of them
(including Area 2 for WLA),®® imposing regulatory conditions on Openreach to
address the competition concerns arising from such significant market power.5% In
contrast, market definition in merger investigations seeks to identify the most
significant competitive alternatives available to customers of the merger firms and
includes the sources of competition to the merger firms that are the immediate
determinants of the effects of the merger.°’

6.54  Therefore, the starting point and purpose of our market definition differ to that of
Ofcom’s.®%? In such situations, our guidance envisages that different market
definitions may arise. In particular, our guidance states that the outcome of any
market definition exercise will depend on the starting point, ie the overlapping
products of the merger firms. Therefore, there is no one market definition that can
be expected to apply across all cases in a similar area.>3

497 Three third parties referred to Ofcom’s Area 2 in submissions to the CMA. Grain submitted that it broadly supports
Ofcom’s approach to geographic market definition. (Grain Connect response to the Areas of focus, 17 July 2026, Market
Definition section - page 4). [¢<] did not comment on the appropriateness of this market definition, but did use it for the
basis of its submission to the CMA (Third-party submission: [¢<]). BT Group submitted that the CMA’s geographic market
definition should reflect differences in actual and potential competitive intensity across areas. BT Group submitted that
competitive dynamics vary materially between local areas depending on the competitors present, with differences arising
not only from the number of competitors but also from the degree of competitive constraint exerted by individual
providers. In doing this BT Group cited evidence it provided Ofcom including a report commissioned by NERA which BT
Group submitted supports a view that there are significant differences in competitive conditions which should lead to
different geographics identified and more localised geographic markets than Ofcom’s wide Area 2 (BT response to the
Areas of focus, 20 July 2026, paragraphs 19 and 22).

498 Ofcom defined Area 2 covers 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, representing approximately 86% of
UK premises. Ofcom separately defined Area 3 comprises postcode sectors where such competition is absent and
unlikely to emerge (Ofcom, Promoting competition and investment in fibre networks: Telecoms Access Review 2026-31 —
Volume 2: Market definition and SMP assessment, 17 March 2026, paragraphs 4.250 and 4.279).

49 TAR 2026, Volume 1, paragraph 2.102.

500 See Appendix A for more information.

501 CMA129, paragraph 9.2.

502 This is consistent with a submission from BT Group who submitted that the nature of the analysis to be carried out by
the CMA differs from the exercise carried out by Ofcom. In addition, BT Group submitted there are differences in the role
of market definition in the CMA'’s assessment compared to Ofcom’s as well as differences in timeframes being
considered and uncertainty involved in each assessment (BT response to the Areas of focus, 20 July 2026,

paragraph 21).

503 CMA129, footnote 154.
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6.55

6.56

Our provisional conclusion on geographic market definition

Based on the above, our provisional view is that the appropriate geographic
market definition is the Parties’ combined FTTP network footprints. %% This reflects
the fact that at present contracts and parameters are mostly set at the level of
network footprints, rather than at a more granular level, and that the only direct
competition they face is from firms that also have networks in these areas.

Provisional conclusion on market definition

On the basis of the evidence set out above, we provisionally conclude that the
relevant wholesale market comprises all FTTP wholesale networks and
Openreach’s legacy network within the Parties’ combined FTTP network footprints.
We refer to this in the rest of the Interim Report as the wholesale fixed
broadband market.

Theory of harm: Horizontal unilateral effects in the wholesale supply of
fixed broadband services

Introduction

6.57

6.58

6.99

This section sets out our assessment of horizontal unilateral effects in the supply
of wholesale fixed broadband in the UK. We first outline the Parties’ main
submissions, then present our assessment and provisional conclusions based on
the evidence we have gathered to date.

This analysis is based on our provisional view, as set out in the counterfactual
chapter, that absent the Transaction, the most likely counterfactual is that:

(a) CityFibre would acquire Substantial, wholesale Substantial’s network to retail
ISPs and sell Substantial’s retail business (YouFibre) to a third-party ISP.

(b) VMOZ2/nexfibre would continue to be active in the wholesale supply of fixed
broadband to ISPs, and VMOZ2 would continue upgrading its legacy network
to FTTP via its Fibre Up programme.

In light of this, our competitive assessment focuses on the impact of the
Transaction at the wholesale level of the supply chain where CityFibre (including
Substantial’s network) and VMO2/nexfibre would be active in the counterfactual. In

504 In the BT/EE merger investigation, the CMA found that the competition in the supply of fixed wholesale broadband
access to WLA products was national in scope (excluding the Hull area) (see CMA, A report on the anticipated
acquisition by BT Group plc of EE Limited, 15 January 2016, paragraph 18.22). However, that decision was written in

2016, prior to Ofcom's Wholesale Fixed Telecoms Market Review 2021-26, which introduced access regulation relating
to Openreach's physical infrastructure, and before the widespread rollout of FTTP networks by alternative providers.
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the final section of this chapter, we consider the implications of our analysis and
findings for the retail level of the supply chain.

Parties’ submissions

6.60 The Parties submitted that the Transaction does not give rise to an SLC on any
plausible basis in relation to wholesale fixed broadband for the following key
reasons: %0

(a) First, absent the Transaction, there would be no meaningful wholesale
competition between Substantial and nexfibre, as neither Party has a credible
and timely route to achieving the scale needed to attract ISPs through
organic growth.%% The Parties have no current third-party wholesale
customers. %% Including the Parties’ own self-supply, their combined share of
the national wholesale market is modest at [20-30]%, with the acquisition of
Substantial increasing this share by only [0-5]%.%% There is also no evidence
of pre-existing competition between the Parties in wholesale negotiations. %%°

(b) Second, Openreach would remain the principal competitive constraint on the
Parties. Its unmatchable duct and pole infrastructure, national coverage, and
established ISP relationships mean it is a ubiquitous and incumbent player in
the market with unparalleled scale advantages and market dominance.
Openreach’s pricing provides the principal benchmark for wholesale
negotiations and its continued presence would ensure the Parties continue to
have strong incentives to offer substantial discounts to attract ISPs.5'°

(c) Third, nexfibre’s proposed wholesale pricing reflects its own commercial and
financing requirements, rather than any hypothetical desire to protect
VMO2’s retail business from cannibalisation.®'" Any [6<]% is unlikely to be
[]_512

505 Parties’ response to the Areas of focus, 20 July 2026, paragraph 14.

506 Parties’ response to the Areas of focus, 20 July 2026, paragraph 15. See also: Parties’ submission, ‘Economic
comments on the CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, section 1,

page 2.

507 Parties’ response to the Areas of focus, 20 July 2026, paragraph 17(ii); See also: Parties’ submission, ‘Economic
comments on the CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, section 1,

page 2.

508 Parties’ response to the Areas of focus, 20 July 2026, paragraph17(ii); See also: Parties’ submission, ‘Economic
comments on the CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, section 1,

page 2.

509 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, section 3, page 8.

510 Parties’ letter to the CMA, 2 September 2026, page 4 see also: Parties’ response to the Areas of focus, 20 July 2026,
paragraph17(i), and: Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale
local access market’, 31 August 2026, section 3, page 6.

511 Parties’ letter to the CMA, 2 September 2026, page 2.; see also: Parties’ submission, ‘Economic comments on the
CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, section 4, page 9.

512 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, section 4, pages 9-10; see also: Parties’ letter to the CMA, 2 September 2026, pages 2-3.
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(d) Fourth, the Transaction would not prevent other altnets from gaining scale,
as the Parties would account for only a moderate share in the wholesale
market. %13

(e) Finally, under the geographic market definition proposed by the CMA, based
on each Party’s wholesale-capable footprint, the Parties would not be
considered close competitors.5'* The Parties’ FTTP networks overlap only to
a limited extent: Substantial covers approximately [10-20]% of
VMO2/nexfibre’s FTTP footprint, while VMO2/nexfibre’s FTTP footprint
covers approximately [20-30]% of Substantial’s.>'® These overlaps are also
unlikely to increase materially given the Parties’ financial constraints and
build plans, including [$<].516

Our assessment

6.61

6.62

6.63

Horizontal unilateral effects may arise in a horizontal merger when one firm
merges with a competitor that would otherwise provide a competitive constraint,
allowing the merged entity profitably to raise prices or degrade non-price aspects
of its competitive offering (such as quality, range, service and innovation) on its
own and without needing to coordinate with its rivals. %"’

In differentiated markets, horizontal unilateral effects are more likely where the
merger firms are close competitors or where their products are close substitutes.
The merger firms need not, however, be each other’s closest competitors for
unilateral effects to arise. It is sufficient that the merger firms compete closely and
that the remaining competitive constraints are not sufficient to offset the loss of
competition between them resulting from the merger.5'®

The CMA will consider the overall closeness of competition between the merger
firms in the context of other constraints that would remain post-merger. Where the
CMA finds evidence that competition mainly takes place among few firms, any two
would normally be sufficiently close competitors that the elimination of competition
between them would raise competition concerns, subject to evidence to the
contrary. %9

513 Parties’ response to the Areas of focus, 20 July 2026, paragraph17 iii).

514 Parties’ submission, ‘Economic comments on the CMA's emerging view regarding the wholesale local access market’,
31 August 2026, section 3, pages 6-7.

515 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, section 3, page 7.

516 Parties’ letter to the CMA, 2 September 2026, page 3; see also: Parties’ submission, ‘Economic comments on the
CMA’s emerging view regarding the wholesale local access market’, 31 August 2026, section 3, pages 7-8, including
footnote 18.

517 CMA129, paragraph 4.1.

518 CMA129, paragraph 4.8.

519 CMA129, paragraph 4.10.
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6.64  We have provisionally found that in the counterfactual: (i) CityFibre would acquire
Substantial and wholesale the Netomnia network; (ii) VMO2 and nexfibre would
wholesale a combined FTTP footprint; and (iii) VMO2’s FTTP footprint would
continue to increase as it continued its Fibre Up upgrade programme. This means
that the counterfactual does not reflect prevailing conditions of competition and we
take this into account below. Specifically:

(@) We consider the closeness of competition that would exist in the
counterfactual between VMO2/nexfibre and a Substantial footprint that is
owned and wholesaled by CityFibre. This includes considering the current
constraint from the Substantial footprint and how that might change under
CityFibre ownership given, for example, CityFibre’s existing contracts with
ISPs.

(b) In assessing closeness of competition and competitive constraints we take
into account that in the long-run VMO2’s FTTP footprint would expand.
Where relevant we also consider evidence on the extent to which other
networks might expand in the future.

6.65 We note that the Parties’ submissions on whether the Transaction gives rise to an
SLC on any plausible basis in relation to wholesale fixed broadband (see above)
were made in the context of Substantial remaining a standalone competitor.
Therefore, the Parties’ submissions do not primarily address the counterfactual
that we are considering. Nevertheless, we take these submissions into account
where relevant throughout our assessment.

6.66 Therefore, to assess whether the Transaction is likely to result in horizontal
unilateral effects in the wholesale supply of fixed broadband, we consider the
following evidence:

(@) Market structure — we consider the extent to which network overlaps inform
closeness of competition and set out the degree of those network overlaps
between the Parties and their rivals.

(b) Closeness of competition — we consider how closely the Parties would
compete absent the Transaction, and compare the competitive dynamics that
would result from the Transaction.

(c) Competitive constraints — we consider evidence on whether there would be
sufficient remaining alternatives to the Merged Entity that customers could
switch to post-Transaction.

Market structure

6.67  This section considers the market structure in the relevant geographic market, ie
the Parties’ network footprints (see our market definition assessment above). In
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particular, we focus our analysis on how important network overlaps are in
indicating closeness of competition in this market; our understanding of the extent
to which the Parties’ networks overlap each other and the extent to which they are
overlapped by other providers.

Parties’ submissions

6.68 The Parties have submitted that network overlaps are not informative of closeness
of competition between wholesale providers. Specifically, the Parties submitted
that: 520

(@) Openreach represents the closest constraint on all altnets (including the
Parties) and is effectively a national operator, with the result that altnets do
not experience any material geographic variation in competitive conditions
across their footprints.®?' Instead, wholesale providers compete to attract
ISPs to connect to their network in addition to Openreach: nexfibre’s
negotiations with ISPs, pricing terms and service level offer are all
determined primarily with reference to Openreach’s national offer. Scale is a
key feature in those discussions, but never location. 5?2

(b) There is not, and will not be moving forward, competition between altnets for
specific connections in a particular geographic area. Instead, the Parties’
experience is of ISPs leveraging the footprint-wide deals they have achieved
with other altnets (notably CityFibre) to negotiate better deals overall, making
no distinction between overlap and non-overlap areas.5%?3

(c) Significant upfront and ongoing network integration costs mean that ISPs will
only ever consider a limited number of wholesale suppliers nationally. They
will compare those suppliers based on the scale and price they can offer on a
national basis, rather than confining their comparison to suppliers that
overlap geographically. 524

6.69 The Parties also submitted that in any event the Parties’ network overlaps are not
material, with Substantial only overlapping with around [10-20]% of
VMO2/nexfibre’s existing FTTP network and VMO2/nexfibre’s FTTP only

520 The Parties also submitted that their areas of local overlap are geographically dispersed across over 90 local
authorities in the UK, and Substantial’'s coverage density is relatively low even within these areas of overlap. They
submitted that this disparate geographic coverage reduces the strength of constraint that Substantial could hypothetically
impose even in these areas (noting that ISPs typically seek comprehensive coverage within wholesale operators’
footprints). Source: Parties’ response to the Areas of focus, 20 July 2026, paragraphs 154-155. However, we note that as
discussed in the nature of competition chapter above, third-party evidence, including from customers, indicates that
‘network density’ is not a key parameter of competition in the supply of wholesale fixed broadband.

521 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, page 5.

522 Parties’ letter to the CMA, 2 September 2026, page 4.

523 Parties’ letter to the CMA, 2 September 2026, page 4.

524 Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, page 5.
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overlapping with around [20-30]% of Substantial’s network. The Parties submitted
that in a plausible scenario in which VMO2 completes all commenced build but
ceases any new build, VMO2/nexfibre’s overlap with Substantial would increase
only modestly from [20-30]% to [30-40]%.5%%°

Our assessment

6.70 In this section, we first consider the importance of network overlaps. We then
consider the extent of current and future overlaps based on the Parties’ footprints.

Importance of network overlaps

6.71 In 2018, Ofcom adopted a major strategic shift to encourage large-scale
investment in full-fibre networks in order to promote competition.52® This has led to
a significant increase in the number of premises with access to multiple networks
across the UK, %7 with different networks overlapping each other to different
extents as set out below.

6.72  Where network providers are active as wholesalers, network overlaps lead to
direct competition for retail ISPs. For example, retail ISPs can either have
agreements with both providers and shift volumes between different networks, or
choose which wholesaler to contract with in response to more competitive
offerings. This is consistent with observed behaviour and evidence from third
parties.

(a) Multiple ISPs use both Openreach and alternative wholesale providers such
as CityFibre and Community Fibre. In doing so, they seek to use alternative
wholesale providers in areas where they are available due to the discounts
they provide relative to Openreach.%%

(b) Views from ISPs reflect that there is competition between overlapping
network providers.

(i) Tier 1 ISPs: One Tier 1 ISP submitted that competition in wholesale
services is driven by altnet entry and expansion and that Substantial

525 parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, page 7.

526 Ofcom took two measures to encourage competitive network investment: (1) reducing the cost and making it quicker
for competing providers and to build their own networks, and (2) ensuring competing providers have appropriate
incentives to build their own networks rather than buying wholesale services from Openreach. See: Ofcom, Wholesale
Local Access Market Review: 2018 Statement — Volume 1, paragraphs 1.5 and 1.6.

527 By early 2026, 75% of UK premises had at least one alternative to Openreach, and 29% had two or more. Ofcom,
Wholesale Local Access Market Review: 2026 Statement — Volume 1, paragraph 2.29.

528 A document from one of Substantial’'s shareholders ([¢<]) from February 2025 states that it is unclear to what extent
lower wholesale pricing will influence larger ISPs to shift volumes from Openreach to MergeCo later in the build-cycle
(Substantial annex to FMN, page 33 and 64: ‘[¢<]). As set out, this appears to be inconsistent with evidence of CityFibre
successfully winning ISP customers and volumes.
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competes with VMO2/nexfibre in areas where their networks overlap.%%°
Another Tier 1 ISP submitted that the availability of competing networks
in an area determines whether ISPs can switch volumes and exert
meaningful bargaining pressure on wholesale suppliers. The ISP said
the impact went beyond those specific areas given negotiations are
typically agreed on a national basis.%3° Another Tier 1 ISP said that it
expected switching between FTTP providers to become a more
significant feature of competition as fibre penetration increases and the
market develops, albeit it said the principal opportunity is switching
customers from FTTC onto FTTP. %3

(i) Tier 2 ISPs: One Tier 2 ISP noted that the Transaction reduces the
number of competing infrastructure providers in overlap areas and
commented on the potential for the Transaction to affect current levels
of local competition. 332 Another Tier 2 ISP said that potential access to
Substantial’s footprint represented an important prospective source of
network competition and wholesale innovation of independent ISPs. %33

(c) Evidence from wholesale providers indicates that the presence of
overlapping networks drives competition between them. In particular, as set
out in our assessment of market definition, one provider specifically did not
identify or rate providers that did not overlap its network. >34 Another provider
identified CityFibre as very weak, as its footprint does not overlap ([¢<]) and
nexfibre as weak due to its very limited overlap ([$<]).5%3°

(d) The Parties’ internal documents show that network overlaps (ie overbuild) is
a key metric monitored (see the discussion below). In addition, there is
evidence that in communications with [¢<], Substantial was pushing back on
benchmarking commercial terms against CityFibre on the basis that its
network does not overbuild CityFibre’s network.%3® The evidence also shows
that, while [¢<] was negotiating a contract with VMO2/nexfibre, it was
recognised by [¢<] and VMO2/nexfibre that this would be on the basis that
[]_537

529 Third-party submission: [¢<].

530 Third-party submission: [$<].

531 Third-party call note: [5<].

532 The ISP stated that there is a question of how to best balance any reduction in local infrastructure competition against
the potential benefits of creating stronger national competitors. Third-party call note: [<].

533 Third-party submission: [$<].

534 Third party response to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].

535 Third party response to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].

536 Substantial annex to P1-s109(02)-Substantial. Substantial annex to P1-s109(02)-Substantial:

537 See also Appendix B.
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6.73  Therefore, network overlaps are important due to the direct competition they
facilitate. 538 Further, most competitive parameters are currently set, and supply
contracts are agreed, at the network-footprint level. This means that the Parties
(and competitors) will determine their competitive offering based on competitive
constraints across their entire footprints. That is, the overall competitive constraint
within the footprint will be based on the aggregation of competitive constraints
across the footprint.

6.74  This means that the size of the network overlap, in terms of premises covered,
between two networks matters — for example, the more that Network A overlaps
the footprint of Network B, the greater the direct constraint that Network A will
provide on Network B.

6.75 We also note that while most competitive parameters are currently set by the
Parties and other network operators at the network-footprint level, there is some
evidence that this may change in the future (see market definition). If this were to
be the case, we would expect this to lead to an increase in the incentives to
respond to competition based on network overlaps. For example:

(@) Ofcom has provisionally accepted Openreach’s proposal to introduce a
targeted offer in VMO2 areas.®3 In addition, Ofcom also submitted that it is
likely that wholesale pricing will become more geographically differentiated if
network competition continues to develop. This is because Ofcom’s
regulations are designed to be responsive to evolving market conditions.%4°

(b) nexfibre has trialled localised pricing, as set out in the market definition
section above.

6.76  Finally, we consider that network overlaps closely inform the degree of indirect
constraint that wholesalers impose on vertically integrated providers, and vice
versa. As set out in the sections below on indirect retail constraints and the impact
of wholesale competition on retail competition for retail customers, in CityFibre
areas ISPs have had access to lower wholesale rates and have largely passed
these onto end-consumers.>*' We therefore consider that VMO2/nexfibre’s
vertically integrated offer to downstream customers is likely to be appreciably
constrained by indirect competition from CityFibre, and vice versa. This is

538 This is also consistent with Ofcom’s submission that consolidation of network providers is more likely to be pro-
competitive where there is no material overlap between the networks of the merging firms (Ofcom response dated

18 September 2026 to the CMA’s RFI dated 15 September 2026, page 9).

539 Ofcom, Consultation - Openreach’s proposed commercial offers, page 4.

540 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, page 3.

541 The evidence indicates these providers have seen greater switching to their networks as a result. As set out in the
nature of competition chapter, Ofcom’s view is that the benefits of developing competition are already being felt in the
form of attractive pricing offers for consumers, innovation in terms of the adoption of new technologies, and a greater
choice of services (Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 1).
This is consistent with a third-party view that having an additional full-fibre network in an area available to ISPs leads to
more wholesale competition to Openreach, which is then likely to result in lower costs for ISPs. (Third-party call note:
ESD)
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important because, as set out in the nature of competition chapter above,
evidence indicates that ISPs often differentiate retail prices to individual end
customers, including in response to local competition.®*? This means that, for
example, VMO2/nexfibre could respond locally to wholesale competition from
CityFibre via VMQO2’s retail offer.543

Current and future network overlaps

6.77  Our analysis of network overlaps focuses on the Parties’ network footprints. We
consider the extent to which other networks overbuild VMO2/nexfibre’s current and
future FTTP network (including its HFC/RFOG footprint, which we expect to be
upgraded to FTTP in the future) and the extent to which other networks overbuild
Substantial’s network. Below we set out the results of that analysis, comparing the
situation in the counterfactual, where the Substantial network would be owned by
CityFibre, to the situation post-Transaction, where the Substantial network would
be owned by VMO2/nexfibre. More detail on the data used and results of this
analysis are set out in Appendix C.

6.78  The analysis set out below shows that:

(@) The market for wholesale broadband services is highly concentrated, both
currently and in the future, with only three substantive providers within the
Parties’ network footprint post-Transaction (the Merged Entity,%** Openreach
and CityFibre) and in the counterfactual (VMO2/nexfibre, Openreach and
CityFibre/Substantial).

(b) The Transaction, when compared to the counterfactual, would increase that
concentration, and thus reduce competition, by significantly reducing the
extent of overlap the Merged Entity faces on its network footprint. This occurs
due to the ‘transfer’ of the Substantial footprint from CityFibre in the
counterfactual to VMO2/nexfibre post-Transaction.

6.79  This is consistent with Ofcom’s submission that it expects the Transaction to have
an impact on competitive conditions as:%*°

542 For example, [¢<]. P1-RFI3-Parties, question 3, Schedule 2 paragraph 2 and Schedule 4 paragraph 3.

543 |n this regard, Ofcom submitted that competitive conditions may vary in response to indirect constraints from retail
competition, and that even if VMO2/nexfibre’s potential wholesale pricing were to be relatively uniform within its footprint,
it likely faces variations in the strength of the indirect constraint from retail ISPs that use different networks across its
footprint. Ofcom submitted that it could respond to this at the retail level through its approach to price, retention strategies
and wider service offering (Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026,
page 11).

544 This includes VMO2/nexfibre/Substantial’s current FTTP footprint, as well as VMO2's HFC/RFOG footprint, which we
consider would be upgraded to FTTP in the future with or without the Transaction.

545 Ofcom also expected Substantial’s footprint to provide an indirect constraint and we consider this further below (see
section on indirect retail constraints). Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September
2026, page 11.
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(@) Inroughly [6<] of VMO2/nexfibre’s full network (including its HFC/RFOG
footprint), it only faces competition from Openreach.

(b) Inthe other [<], VMO2/nexfibre faces Openreach and at least one more
competitor. Ofcom submitted that these areas may have a disproportionate
impact on VMO2/nexfibre’s pricing and wider competitive strategy as there is
greater scope for VMOZ2 to lose volumes and revenues to rivals in these
areas if it does not offer competitive prices and quality of service.

(c) The Substantial footprint accounts for a high share ([¢<]%) of the footprint
where VMO2/nexfibre faces Openreach and at least one more competitor.

(d) This means the Transaction directly and significantly reduces the areas in
which there is a third provider competing head-to-head with Openreach and
VMO2/nexfibre.

6.80 In Table 6.1 below, we compare the extent to which other providers overlap with:
(i) VMO2/nexfibre’s FTTP footprint in the counterfactual where CityFibre acquires
Substantial (left hand column); and (ii) the Merged Entity’s FTTP footprint post-
Transaction where Substantial is under nexfibre ownership. This is based only on
VMO2/nexfibre’s current FTTP network and as such indicates the current extent of
overlaps in the counterfactual and post-Transaction.

Table 6.1: Current % FTTP network overlaps (based on VMO2/nexfibre’s existing FTTP footprint)
(%)

Provider Counterfactual — Post-Transaction — Merged
VMO2/nexfibre FTTP footprint Entity FTTP footprint

Substantial 12.8 N/A
CityFibre 18.9 14.2
Combined CityFibre/Substantial 31.7 N/A
Openreach — total 100 100
Openreach — FTTP 80.0 81.0
Openreach — legacy 19.9 18.9
Community Fibre [0-5] [0-5]

Source: CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data and VMO2 data on Fibre Up build.

6.81 Based on this current picture:

(a) in the counterfactual, CityFibre/Substantial has a 31.7% overlap with
VMO2/nexfibre’s FTTP footprint. This is more than twice its 14.2% overlap
with the Merged Entity’s FTTP footprint post-Transaction. This is due to the
loss of the incremental Substantial footprint due to the Transaction. %46

546 Specifically, this is because of two mechanisms. First, Substantial’s footprint overlaps with 12.8% of VMO2/nexfibre’s
FTTP footprint — this leads to a direct reduction in the overlap due to the Transaction (see Appendix C, Table C.1).
Second, the existing CityFibre footprint also overlaps less as a proportion of the Merged Entity’s footprint because the
Merged Entity’s footprint includes the Substantial footprint, which does not materially overlap with CityFibre’s network.
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(b) Openreach fully overlaps VMO2/nexfibre’s FTTP footprint in the
counterfactual and the Merged Entity’s FTTP footprint post-Transaction with
most of this overlap being FTTP.

(c) Community Fibre is the only other altnet substantively active in wholesaling
with a very small overlap with VMO2/nexfibre’s FTTP footprint in the
counterfactual ([0-5]%) and an even smaller overlap with the Merged Entity’s
FTTP footprint post-Transaction ([0-5]%).%*

6.82 Table 6.2 below makes the same comparison but based on VMO2/nexfibre’s full
network, and as such indicates the extent of future FTTP overlaps in the
counterfactual and post-Transaction. This is because we consider that
VMO2/nexfibre would upgrade its HFC/RFOG footprint to FTTP in the future with
or without the Transaction. To estimate future network overlaps, we have also
taken into account that Openreach is likely to complete upgrading its legacy
network to FTTP (see nature of competition chapter). Beyond that, we use current
network sizes, as CityFibre may engage in further expansion (via M&A5% or new
build), 4 but this is uncertain, and there is limited evidence from altnets of
substantive future build plans that overlap with the Parties.%%°

Table 6.2: Future % FTTP network overlaps (based on VMO2/nexfibre’s full footprint)

(%)

Provider Counterfactual — Post-Transaction —
VMO2/nexfibre footprint Merged Entity footprint

Substantial 13.6 N/A

CityFibre 18.2 17.7

Combined CityFibre/Substantial 31.9 N/A

Openreach FTTP 100 100

Community Fibre [5-10] [5-10]

Source: CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data.
Note: For Openreach we have assumed that all of its network would be updated to FTTP in the long run.

6.83  Based on this future picture:

547 As with CityFibre, this reduction occurs because the Merged Entity’s footprint includes the portion of Substantial’s
footprint which overlaps with neither VMO2/nexfibre’s FTTP footprint nor Community Fibre’s network.

548 CityFibre submitted that [$<] regarding future financing for M&A and that [¢<]. Third party responses to the CMA’s
phase 2 third-party questionnaire, questions 14 and 15: [].

549 CityFibre submitted that it plans for its network to cover at least 8 million premises in the medium term, with a target of
up to [<] million premises. CityFibre plans to achieve this expansion mainly by acquiring other altnets whose network
coverage complements its own but also through some new network build through the Building Digital UK (BDUK)
programme. CityFibre also submitted that [¢<]. Third party response to the CMA’s phase 2 third-party questionnaire: [¢<].
550 While almost all other altnets that responded to our questionnaire told us they had some pre-existing plans to expand,
these plans are generally limited in nature, have some uncertainty (eg as the altnet is seeking funding), do not overlap
with the Parties’ footprints and/or involve expansion by an altent that is not active in wholesale. In particular: (i) [5<] is
active in wholesale and seeking to expand its network to [¢<] million homes in [6<] which it anticipates will overbuild
VMO2's network, albeit it is engaging with have offered a larger to secure funding; (ii) [¥<] has funding to add ¢.170k
homes with some overbuild with VMO2 and Substantial, however, it is not active in wholesale; (iii) [¢<] is planning to do
some limited build (total of ¢ 24,000 premises) via the BDUK contract, but does not plan to overbuild the Parties; and (iv)
[¢<] is planning a very small amount of build via BDUK (c4k premises) with none of it overlapping the Parties footprints.
See: Third party responses to the CMA’s phase 2 third-party questionnaire question 14: [¢<].
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(a) in the counterfactual, CityFibre/Substantial has a 31.9% overlap with
VMO2/nexfibre’s future FTTP footprint. This is significantly larger than
CityFibre’s 17.7% overlap with the Merged Entity’s future FTTP footprint
post-Transaction. This is due to the loss of the incremental Substantial
footprint due to the Transaction. %%’

(b) Openreach’s FTTP network fully overlaps VMO2/nexfibre in the
counterfactual and the Merged Entity post-Transaction.

(c) Community Fibre has a small overlap of [5-10]% with VMO2/nexfibre in the
counterfactual and [5-10]% with the Merged Entity post-Transaction.%%?

6.84 In Appendix C, we also set out our analysis of the extent of network overlaps
based on the Substantial footprint. This shows the extent to which VMO2/nexfibre
would place a constraint on a Substantial footprint owned by CityFibre in the
counterfactual. Our analysis shows that in the counterfactual, VMO2/nexfibre
would place a significant and increasing constraint over time on a Substantial
footprint owned by CityFibre. In particular:

(a) Based on current FTTP overlaps, Substantial’s network is 26.0% overbuilt by
VMO2/nexfibre’s current FTTP footprint. 53

(b) Based on future FTTP overlaps incorporating VMO2’s likely upgrades to its
HFC/RFOG network, Substantial’s network would be 81.9% overbuilt by
VMO2/nexfibre future FTTP footprint. 554

Provisional conclusion on market structure

6.85  Our provisional view is that network overlaps are an important feature of
competition between wholesale providers because of the direct competition they
facilitate. In addition, there is some evidence that on a forward-looking basis,
competitive parameters could vary within network footprints, which would increase
providers’ incentives to respond to direct competition in overlap areas. Network
overlaps also closely inform the indirect constraint between wholesalers and

551 As above, this is because of two mechanisms. First, Substantial’s footprint overlaps with 13.6% of VMO2/nexfibre’s
full footprint — this leads to a direct reduction in the overlap due to the Transaction (see Appendix C, Table C.2). Second,
the existing CityFibre footprint also overlaps less as a proportion of the Merged Entity’s footprint because the Merged
Entity’s footprint includes Substantial’s footprint, which does not materially overlap with CityFibre’s network (see
Appendix C, Table C.3). Compared to our analysis of current overlaps, the impact of this second mechanism on future
FTTP overlaps is relatively smaller, because the non-overlapping Substantial footprint is small in comparison to
VMO2/nexfibre’s future FTTP footprint.

582 As with CityFibre, this reduction occurs because the Merged Entity’s footprint includes the portion of Substantial’s
footprint which overlaps with neither VMO2/nexfibre’s FTTP footprint nor Community Fibre’s network.

553 See Appendix C, Table C.3. This includes 19.4% overbuild by VMO?2 Fibre Up premises and 6.6% overbuild by
nexfibre premises. Substantial’s network is fully overbuilt by Openreach, with 85.5% of that being Openreach FTTP.
Substantial’s network is not overbuilt by any altnet substantively active in wholesaling.

554 See Annex C, Table C.3. It would also be fully overbuilt by Openreach FTTP.
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6.86

vertically integrated providers, as localised retail pricing allows providers such as
VMO?2 to respond locally to competition in overlap areas.

On that basis, we have assessed network overlaps within the Parties’ combined
footprint. Our provisional view is that competition in this geographic market is
highly concentrated, with only three substantive providers. The Transaction would
increase that concentration by moving the Substantial footprint — which accounts
for around a 14% overlap with VMO2/nexfibre’s future FTTP footprint — from
CityFibre to VMO2/nexfibre. This would significantly reduce the extent of overlap
between CityFibre and VMO2/nexfibre, from around 32% to around 18%.55°

Closeness of competition

6.87

6.88

6.89

6.90

In this section, we consider closeness of competition between VMO2/nexfibre and
Substantial, when owned by CityFibre (our counterfactual scenario); and compare
this against the Transaction scenario, in which VMO2/nexfibre owns Substantial.

As a starting point, we consider that the evidence set out above shows that in the
counterfactual, Substantial’s footprint would directly compete with VMO2/nexfibre
in wholesale. Moreover, our analysis of network overlaps above shows that (i) the
market for wholesale broadband services is highly concentrated, both currently
and in the future, and (ii) the Transaction, when compared to the counterfactual,
would increase that concentration by significantly reducing the extent of overlap,
and thus the constraint, VMO2/nexfibre would face on its network footprint.

Our assessment is from this starting point, and we note that where we find
evidence that competition mainly takes place among few firms, any two would
normally be sufficiently close competitors that the elimination of competition
between them would raise competition concerns, subject to evidence to the
contrary. 5%

In the sections below, we consider other evidence on closeness of competition.
First, we set out the Parties’ submissions, which relate to closeness of competition
as between VMO2/nexfibre and a standalone Substantial. We then consider
evidence on the comparative offerings of VMO2/nexfibre and Substantial and
assess the subsequent effect on competition as between the Transaction scenario
and the counterfactual scenario in which CityFibre owns Substantial by reference
to internal documents and third-party evidence. Next, we consider the implications
of links between the wholesale and retail levels of the supply chain, both in terms
of constraints that may arise at the retail level and VMOZ2/nexfibre’s incentives

555 |n the counterfactual, this is around 32% of the VMO2/nexfibre’s future FTTP footprint excluding Substantial. Post-
Transaction, this is around 18% of the Merged Entity’s future FTTP footprint including Substantial.
556 CMA129, paragraph 4.10.
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6.91

6.92

6.93

6.94

6.95

given VMO2'’s current retail offering. Finally, we make our provisional conclusions
on closeness of competition.

Parties’ submissions

The Parties submitted that VMO2/nexfibre and Substantial do not compete in
wholesale, because Substantial’s only wholesale customers are within its own
corporate group and nexfibre currently supplies only to VMO2.%7 They submitted
that there is no meaningful competition between the Parties as each of nexfibre
and Substantial lacks the requisite scale to provide effective and sustainable
competition to Openreach in a timely way (or at all).%%®

The Parties submitted that, in any case, the primary competitive dynamic is
competition with Openreach, which is the default provider on account of its near-
ubiquitous market presence and incumbency advantage. The Parties referenced
their internal documents and pricing strategies, which they submitted indicate that
VMO2/nexfibre does not consider Substantial to be a particularly close competitor
for wholesale local access (and vice versa). %%

The Parties also submitted that the Transaction will not prevent other altnets,
including CityFibre, from achieving scale either organically or inorganically. They
submitted that Substantial is only a small part (circa 20%) of the overall footprint
provided by the altnets, and that a significant altnet footprint will remain in the
market post-Transaction. %%

Comparison of VMO2/nexfibre and CityFibre wholesale offers

In this section, we consider evidence on the relative competitiveness of the
wholesale offers of VMO2/nexfibre and CityFibre. This is because CityFibre would
own Substantial in the counterfactual, and therefore its current wholesale offer is
indicative of the constraint that would be posed by Substantial in the
counterfactual.

Evidence set out in this section shows that VMO2/nexfibre and CityFibre are
targeting the same ISP customers, and that CityFibre is a vigorous competitor as
shown by its current offering. We therefore consider that Substantial would place a
stronger constraint in VMO2/nexfibre’s footprint in the counterfactual when owned
by CityFibre. In addition, relative to the counterfactual, the Transaction would lead

557 Our main assessment of these issues is set out above in the counterfactual chapter. Parties’ response to the Areas of
focus, 20 July 2026, paragraph 121.
558 Parties’ response to the Areas of focus, 20 July 2026, paragraph 122.

559 Parties’ response to the Areas of focus, 20 July 2026, paragraphs 136-139.

560 Parties’ response to the Areas of focus, 20 July 2026, paragraphs 140-144.
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to a direct worsening in the terms on which ISPs could access wholesale fixed
broadband within the Substantial footprint.

6.96  First, while both VMO2/nexfibre and CityFibre offer discounts [¢<] pricing in order
to attract customers, CityFibre has historically competed vigorously for ISP
contracts offering larger discounts to Tier 1 ISPs than those so far agreed or
proposed by VMO2/nexfibre.%®! For example:

(a) CityFibre offers ISPs [8<]%62 a [8<]% discount to Openreach Equinox 2 [<].
This increases to a discount of [$<]% for [$<].563

(b) In contrast, VMO2/nexfibre has historically offered Tier 1 ISPs [<], %54 albeit
nexfibre noted in an internal document that [6<],56° and [¢<]. %66

6.97 There is also evidence that generally CityFibre offers better quality service to ISPs
on some parameters than VMO2/nexfibre. Evidence indicates that in negotiations
and agreements with ISPs, CityFibre has aimed to exceed Openreach’s service
levels, while VMO2/nexfibre has (to date) sought to match Openreach’s service
levels. For example:

(@) A Tier 1 ISP provided us with a comparison of the terms [¢<] to those of
CityFibre, Community Fibre and Openreach. In this comparison it was stated
that on ‘service levels / credits’ CityFibre’s terms were [é<] whereas [<]
offer was the ‘[¢<]'.%%7 The Tier 1 ISP also said that the service quality and
commitment to customer experience offered by CityFibre was ‘[<] to those
offered by [¢<] and Openreach.% The Tier 1 ISP listed [¢<], [5<] and [¢<] as
examples of how better wholesale service can be fundamental to customers’
overall experience. ®%°

(b) Another Tier 1 ISP said that the products and service level agreements from
CityFibre are better than from Openreach.%’° The Tier 1 ISP also provided

561 There are some other terms where CityFibre/Substantial’s offer may be more attractive or at least comparable to
VMO2/nexfibre’s offer, eg [<]. For example, CityFibre response dated 7 September 2026 to the CMA’s RFI dated 27
August 2026 (P2-RFI3-CityFibre), question 3(d), and Parties’ annex to P2-RFI1-Parties pages 9-10; nexfibre annex to
P1-s109(02)-nexfibre page 6; nexfibre annex to P1-s109(02)-nexfibre: page 17).

562 CityFibre’s [<]. [5<] (P2-RFI3-CityFibre, questions 2 and 3).

563 CMA analysis of: P2-RFI3-CityFibre, question 3. CityFibre remarked that its prices are not expressly calculated as
discount from Openreach prices, ie the level of price differential may vary from time to time as Openreach shifts its own
prices. Analysis is rounded and ranged for different network speeds; the analysis uses equivalent download speeds
taken from Openreach’s February 2026 Equinox 2 pricing (CityFibre response dated 7 September 2026 to the CMA’s
RFI dated 27 August 2026).

564 \VMO2 annex to P1-RFI2-Parties; see also: nexfibre annex to P1-S109(02)-nexfibre, page 17; and: Third-party
submission: [<]; Third-party submission: [¢<]; and: Sky response to the Areas of focus, 20 July 2026, paragraph 45. We
note that VMO2/nexfibre’s [<]. The [8<]% discount range takes into account that some offers ([¢<]) included volume
thresholds which would see the discount increase once met.

565 Parties annex to the FMN, page 7.

566 Attachment to Parties’ email to the CMA dated 15 September 2026.

567 Third-party submission: [$<].

568 Third-party call note: [¢<].

569 Third-party call note: [¢<].

570 Third-party call note: [5<].

104


https://assets.publishing.service.gov.uk/media/6a705a0c862aaf18d9c62b32/Sky_response_to_Areas_of_focus_-_3_August_2026.pdf

[<] from VMO2/nexfibre where [¢<] service quality was benchmarked to
(ie on par rather than exceeding) Openreach’s published performance. "’

(c) [<] explained that network installation times are an important quality of
service parameter which make [¢<] offering attractive to ISPs. In particular, it
can install networks quickly and [$<].572

6.98 Second, CityFibre’s agreements with ISPs also provide more certainty as they last
for [$<],%7® while VMO2/nexfibre’s offers to Tier 1 ISPs have been for [<] years. 5"
A [<] internal document from July 2026 suggests that, while [¢<] considered a
[<]-year contract too short, [¢<] considered a contract longer than [¢<] years too
much risk [6<].575

6.99 In addition, while they are both targeting Tier 1 ISPs, CityFibre has existing
contracts with [<] ISPs [<],57¢ whereas VMO2/nexfibre would need to secure
relevant contracts beyond its likely agreement [$<].5"7 CityFibre is also used by
many [5<] ISPs®"® whereas VMO2/nexfibre has no substantive plans to supply
Tier 2 ISPs in the short term.5”® This means that in the counterfactual,
VMO2/nexfibre would be competing against Substantial, as owned by CityFibre,
when trying to agree new contracts with Tier 1 or Tier 2 ISPs.

6.100 We provisionally consider this means that:

(a) Substantial, owned by Cityfibre, would closely compete with VMO2/nexfibre
in the counterfactual given its highly competitive offer and material overlap
with VMO2/nexfibre.

(b) Relative to the counterfactual, within the Substantial footprint the Transaction
would likely lead to a direct worsening in the terms on which ISPs could
access the Substantial footprint. This is because the terms (including pricing
and service quality) that the Merged Entity would offer post-Transaction are
likely to be worse for ISPs compared to those they would receive from a
Substantial owned by CityFibre. As set out below, this would also have a
direct impact on outcomes at the retail level of the supply chain, including the
prices charged to end consumers.

6.101 We note that the Parties submitted that (i) a comparison of VMO2/nexfibre
discounts with alternative offers is not like-for-like because it does not consider

571 Third-party internal document, [<].

572 Third-party call transcript: [¢<].

573 P2-RFI3-[¢<], question 3(c).

574 nexfibre annex to P1-RFI2-Parties; [6<] response dated 25 June 2026 to the CMA’s s109 notice dated 16 June 2026
(P1-s109(01)-[&<]), Annex 38); nexfibre annex to P1-s109(02)-nexfibre.

575 Third-party internal document, [$<].

576 p2-RF|3-CityFibre, question 1. Third-party call note: [8<]. See also: Third-party submission: [&<].

577 See counterfactual chapter, section on VMO2/nexfibre’s wholesale position absent the Transaction.

578 Third-party call note: [¢<]. See also: Third-party submission: [<].

579 As set out in Appendix B (VMO2/nexfibre’s pre-Transaction wholesale plans section).
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scale; %80 and (ii) any [$<] to Openreach’s Equinox 2 pricing would be unlikely to be
[]_581

6.102 The offerings of different suppliers in any market often differ on a number of bases
and customers will tend to make trade-offs based on those differences. Therefore,
as part of its assessment in merger investigations the CMA will tend to consider
the similarities and differences between different competitors and the implications
of those differences for competition. Consistent with this, we have considered a
range of factors to understand the relative competitive constraint that would be
posed by Substantial (as part of CityFibre) on VMO2/nexfibre as compared to
other market participants.

6.103 However, we do not agree with the Parties’ submission that it is inappropriate to
compare the offerings of CityFibre and VMO2/nexfibre in the current context.
While scale may influence [<] VMO2/nexfibre is willing to offer, ISPs can actively
choose between overlapping network providers. For example, the evidence shows
that, [5<].582

6.104 Further, in relation to the Parties’ second point (that [¢<]), the Parties did not
provide strong evidence to support this submission.®3 In addition, as set out
above, there is some evidence that VMOZ2/nexfibre may have offered [<]. We
have also not received evidence to support [¢<]. For example, as explained in the
counterfactual chapter, CityFibre successfully raised debt financing in 2025, is
[6<]°8* and shareholders remain behind CityFibre’s overall strategy, as evidenced
by their willingness to invest £[¢<] into future acquisitions. 58°

580 The Parties submitted that ISPs would get access to VMO2/nexfibre’s discount at significantly more premises.
VMO2/nexfibre’s greater network scale allows ISPs to spread integration and operating costs across more premises
which should be considered when comparing its discounts with those offered by other altnets. Parties’ submission,
‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’, 31 August 2026,
section 4, page 9, including footnotes 24-25.

581 The Parties submitted that while some altnets do currently offer lower price points, this is loss-leading pricing which is
not financially sustainable over the long-run and that this view is widely shared by market analysts. Nexfibre also
provided a supporting model to indicate the financial unsustainability of a significant discount to Openreach’s pricing.
Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access market’,
31 August 2026, section 4, pages 9-10. Parties’ letter to the CMA, 2 September 2026, page 3.

582 As discussed in the internal documents section below (subsection on constraint from Substantial, as owned by
CityFibre, on VMO2/nexfibre).

583 \We note that nexfibre’s analysis was produced for the purposes of supporting a submission by its economic advisers
rather than for internal decision-making in the ordinary course of business (Parties’ email dated 2 September 2026).
Further, nexfibre’s assumptions are either not evidenced or not consistent with actual market structure. For example,
nexfibre assumes £[¢<] capex per premises passed (CPP) for operator C that offers a [¢<]% discount to Openreach (see
Annex to Parties’ submission, ‘Economic comments on the CMA’s emerging view regarding the wholesale local access
market’, 31 August 2026, page 5. This appears to be a high estimate, eg based on an internal document from VMO2
(see Parties annex to the FMN and more generally, we consider that it would be difficult for the Parties to accurately
estimate other providers’ underlying financials.

584 See section on developments in CityFibre’s ability to fund M&A since February 2026.

585 See section on CityFibre’s incentives to reach a deal with Substantial.
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Internal documents

In this section, we assess the Parties’ internal documents and what these indicate
about closeness of competition between the Parties, and the effect of this on
competition as between the Transaction scenario and the counterfactual scenario
in which CityFibre owns Substantial. Certain factors in this case affect the weight
we are able to place on internal document evidence in our assessment, and mean
we have to take particular care to interpret this evidence with regard to its specific
context. In particular:

(a) Because neither VMO2/nexfibre nor Substantial currently supplies wholesale
services to third parties, we consider it unsurprising that there are relatively
few internal documents from the Parties that monitor each other’s wholesale
offer or directly assess wholesale competition between each other. As such,
while internal documents provide some evidence of how the Parties monitor
each other more generally, we consider they are unlikely to reflect the state
of future competition between VMO2/nexfibre and Substantial (as owned by
CityFibre) as their wholesale activities expand.

(b) We also note that because both VMO2/nexfibre and Substantial are vertically
integrated, there is some ambiguity regarding whether internal documents
that monitor overbuild reflect competition at the wholesale and/or retail levels
of the supply chain.

Despite these limitations, we nevertheless consider that the internal document
evidence provides some indication of closeness of competition, and in general
indicates that VMO2/nexfibre and Substantial (as owned by CityFibre) would be
close competitors in the counterfactual.

VMO2/nexfibre’s constraint on Substantial

Overall, internal documents indicate to us that VMO2/nexfibre would impose a
significant constraint on Substantial (as owned by CityFibre), reflecting its scale,
network overlap and growing FTTP footprint that could be wholesaled to ISPs in
the counterfactual.

Substantial’s internal documents track the proportion of its network that is overbuilt
by VMO2/nexfibre. A document from September 2024 forecasted that [<]% of its
footprint would be overbuilt by VMO2 (including its HFC network) at the end of
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2024, rising to [¢<]% by the end of 2028.%8 An overbuild analysis of Substantial’s
shareholder [¢<] from February 2025 also noted that [<].587

6.109 More generally, Substantial’s internal documents identify VMO2/nexfibre as a
scaled player, considering it to be one of the few providers that have national
scale. %88 Consistent with this, VMO2/nexfibre’s internal documents identify scale
as a competitive strength of VMO2/nexfibre. For example, a VMO2 wholesale
brand strategy document from October 2025 described the proposed brand as
‘[¢<]'.58 The wholesale value proposition that VMO2/nexfibre present to potential
customers is also centred on reach and scale. >

Constraint from Substantial, as owned by CityFibre, on VMOZ2/nexfibre

6.110 Overall, internal documents indicate that: (a) VMO2/nexfibre closely monitor
network overbuild and potential consolidation from Substantial, and
(b) VMO2/nexfibre’s internal documents recognise the strong constraint exerted by
CityFibre in overlap areas, which would also be exerted by Substantial under
CityFibre ownership in the counterfactual.

6.111 First, regarding network overbuild, VMO2/nexfibre internal documents indicate that
they closely monitor network overbuild and potential consolidation from
Substantial, and that Substantial derives competitive strength from its build plans
and footprint size.

(@) nexfibre’s internal documents closely track Substantial’s network overbuild,
[6<], including in comparison to other altnets.%®' In most cases [6<].5%?

(b) More generally, VMO2/nexfibre’s internal documents suggest that Substantial
derives competitive strength from its build plans and footprint size. In
particular, [<].5% nexfibre has also been tracking the footprint and ‘fibre
build’ of Substantial [¢<] since at least [¢<].5%* In recent network and
wholesale competitor intelligence, VMOZ2 further noted that the [é<] and that
[6<].%%5 Consistent with this, a Substantial CEO update from July 2024 notes
that Substantial’s increased scale due to the Brsk merger ‘solidifies

586 Substantial annex to FMN page 2. See also: overbuild analysis in Substantial annex to FMN pages 2-3, which
monitors the overbuild with [6<] Substantial annex to FMN 34, noting that the existing overbuild on Substantial’s future
footprint is primarily caused by [<].

587 Substantial annex to FMN, page 10.

588 Substantial annex to FMN, page 12; Substantial annex to FMN, page 1; Substantial annex to FMN, page 3.

589 Parties annex to FMN page 2. See also: recent discussions with [$<], nexfibre annex to P1-s109(02)-nexfibre, in
which VMO2/nexfibre noted that [¢<].

590 nexfibre annex to P1-s109(02)-nexfibre page 5 nexfibre annex to P1-s109(02)-nexfibre page 5.

591 Parties annex to FMN page 16; Parties annex to FMN, page 18; Parties annex to FMN pages 10, 12 and 14.

592 nexfibre annex to P1-s109(01)-nexfibre, nexfibre annex to P1-s109(01)-nexfibre:

593 Parties annex to FMN, Parties annex to FMN, Parties annex to FMN.

594 See nexfibre documents with [<] Parties annex to FMN annex to FMN. See also: Parties annex to FMN.

595 \/MO2 annex to P1-s109(02)-VMO2.See also an older VMO2 document which noted that (VMO2 annex to P1-
s$109(01)-VMO2.
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Substantial’s position as one of the biggest threats to CityFibre, VMO2 and
BT.5%

(c) Inaddition, a couple of nexfibre board documents make reference to
Substantial (alongside [¢<]) in the context of ‘national consolidation’, noting
that ‘[8<] and ‘[8<]'.%%7 This is consistent with a Gemini lender presentation
from September 2025, in which Substantial included itself and [¢<] as key
national players who are ‘potential consolidators’.5% Related to this, a Liberty
Global document from September 2024 noted that [¢<] would be [¢<]" and
‘[]"599

6.112 Second, regarding CityFibre’s competitive strength in its network footprint,
VMO2/nexfibre’s internal documents recognise the strong constraint exerted by
CityFibre in overlap areas in the context of wholesale negotiations. %%

(@) When nexfibre modelled [¢<].80" Similarly, VMO2'’s internal modelling [¢<], 602
noting that [$<],%%% and VMO2’s [¢<] business plan assumed that ‘[¢<]’.6%4
Relatedly, nexfibre’s January 2025 draft business plan modelled [¢<], noting
that ‘[6<].89° nexfibre’s draft business plan also noted [¢<]. As a resullt,
[6<].9%6 A further VMO2 document from May 2025 notes that [$<].607

(b) VMOZ2’s pre-Transaction wholesale activities were focused on its negotiations
with [6<]. Our review of [¢<] internal documents indicates that VMO2/nexfibre
negotiated with [¢<] on the basis that [<]:

(i) [<] internally benchmarked [¢<] against its existing wholesale [<], as
well as against the Openreach wholesale offer.6%

(i) The [&] business case [¢<] premises, where [¢<] was assumed to
overlap with ‘[8<].609

5% Substantial annex to FMN.

597 Parties annex to FMN page 60; nexfibre annex to P1-s109(02)-nexfibre page 35.

598 Substantial annex to FMN.

599 Liberty Global annex to P1-s109(02)-Liberty Global. See also: nexfibre annex to P2-s109(01)-nexfibre: which noted a
T<].

600 There is limited commentary in VMO2/nexfibre’s internal documents on Substantial being referenced in wholesale
negotiations with ISPs. However, this is to be expected given that Substantial does not have any wholesale deals and
detail of its negotiations with ISPs are confidential.

601 VMO2 annex to P1-s109(02)-VMO2. nexfibre also [¢<] (Parties annex to FMN page 59; Parties annex to FMN page
12.

602 \/MO2 annex to P1-s109(02)-VMO2 page 16. See also: VMO2 annex to P1-s109(02)-VMO2; annex to P1-s109(02)-
VMO2; VMO2 annex to P1-s109(02)-VMO2 page 5; and VMO2 annex to P1-s109(02)-VMO2.

603 \YMO2 annex to P1-s109(02)-VMO2.

604 \VMO2 annex to P1-s109(02)-VMO?2.

605 Parties annex to FMN. See also an earlier nexfibre business plan from 2024 which modelled [¢<] (Parties annex to
FMN.

606 Parties annex to FMN.

607 VMO2 annex to P1-s109(01)-VMO2.

608 [8<] response dated 25 June 2026 to the CMA’s s109 notice dated 15 June 2026 (P1-s109(01)-[3<]), question 1,
Annex 7, page 6.

609 P1-s109(01)-[5<], question 1, Annex 7, page 9.
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(iii) [¥<] stated that it would still prefer to use [<] where available ‘[$<].610

Provisional conclusion on internal documents

Overall, our view is that while certain factors®'" in this case affect the weight we
are able to place on internal document evidence in our assessment, we
nevertheless consider that the internal document evidence provides some
indication of closeness of competition, and in general indicates that VMO2/nexfibre
and Substantial (owned by CityFibre) would be close competitors in the
counterfactual.

Third-party views

We asked third parties about their views on the position of VMO2/nexfibre,
Substantial and CityFibre in the supply of wholesale fixed broadband. We asked
this both in terms of their overall offering and specifically in relation to price, scale
and speed and reliability of technology.

As with internal document evidence, certain factors affect the weight we are able
to place on third-party views and mean we have to interpret them with regard to
their specific context. In particular:

(@) Neither VMO2/nexfibre nor Substantial currently has wholesale sales to third-
party customers, and third parties are therefore providing views as potential
customers, based on their negotiations with the Parties and/or their
knowledge of the Parties’ networks.

(b) Third parties provided views on CityFibre and Substantial’s standalone
wholesale offers separately. Our provisional view is that Substantial as
owned by CityFibre would have a stronger wholesale proposition than
standalone Substantial, given CityFibre’s existing wholesale agreements with
ISPs on competitive terms (as discussed above).

Despite these limitations, we nevertheless consider that third-party views on
VMO2/nexfibre, CityFibre and Substantial provide some indication of the
closeness of competition between VMO2/nexfibre and Substantial as owned by
CityFibre in the counterfactual. We consider these views below.

VMO2/nexfibre

Overall, our view is that customer and competitor evidence indicates that
VMO2/nexfibre is viewed as a potentially significant wholesale provider, albeit one

610 P1-s109(01)-[¢<], question 1, Annex 7, page 7.
611 That is, neither VMO2/nexfibre nor Substantial currently supplies wholesale services to third parties and both are
vertically integrated, as set out in the introduction to this section on internal documents.
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whose proposition is generally considered less developed and less competitive
than those of established wholesale operators.

The four largest ISPs that are reliant on third-party wholesale access each
provided views on VMO2/nexfibre’s joint wholesale offer or nexfibre’s wholesale
offer. Our view is that these responses indicate that large ISPs are interested in
VMO2/nexfibre’s wholesale offer, although some have mixed views on its
competitive strength, particularly based on its prices compared to other non-
Openreach competitors.

(@) One ISP rated VMO2/nexfibre’s overall offering as strong, referring to them
as having the ‘best compromise’ between scale and price. This customer
rated VMO2/nexfibre’s scale as strong, its speed and reliability as moderate,
and its price as weak, stating that VMO2/nexfibre’s prices are the least
attractive, except for those of Openreach.%'?

(b) Another ISP rated VMO2/nexfibre’s overall offering as weak, referring to
VMO2/nexfibre’s lack of history in supplying wholesale services. This
customer rated VMO2/nexfibre’s scale as moderate (noting it estimated a
post-Transaction footprint of 8 million FTTP premises, but to achieve the full
20 million FTTP footprint would require further investment), its speed and
reliability as very strong, and its price as very weak.6'3

(c) A third ISP rated nexfibre’s overall offering as strong, referring to its scale
and product, and rated nexfibre’s scale as strong, but did not provide views
on pricing or speed and reliability. 4

(d) A fourth ISP rated nexfibre’s overall offering as very weak, although it stated
that this rating reflected the fact that nexfibre does not currently have a
wholesale service that it can access. It rated nexfibre’s scale as strong (and
very strong if including VMO2), and did not know its strength on speed and
reliability or price.®%'s

We also received some specific comments from ISPs regarding VMO2/nexfibre’s
competitive strength as a wholesale provider, which we consider supports our
analysis above that the VMO2/nexfibre offer post-Transaction in the Substantial
footprint would be less competitive than the wholesale offer from
CityFibre/Substantial in the counterfactual:

(@) One [<] ISP noted concerns around VMO2’s incentives to protect its high-
margin retail back book, operational and technical readiness to wholesale, its

612 Third party response to the CMA'’s phase 2 third-party questionnaire, question 4: [¢<].
613 Third party response to the CMA's phase 2 third-party questionnaire, question 4: [<].
614 Third party response to the CMA'’s phase 2 third-party questionnaire, question 4: [<].
615 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].
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service equivalence, execution risk and willingness to invest in network
upgrades. 516

One Tier 1 ISP submitted that VMO2 offered worse service quality,
commitment to customer experience and commercial terms than [<].87 This
same customer also stated that VMO2 did not have as much ambition as [<]
to achieve a high standard of customer service.®'® However, the customer
also submitted that the scale of nexfibre’s footprint made a partnership
feasible.8'°

A Tier 2 ISP considered nexfibre’s wholesale proposition to be less
developed than those of many other altnets and noted that nexfibre trails the
rest of the market in developing systems, APIs and operational processes
needed to support independent wholesale customers. 620

Two altnets provided views on nexfibre and/or VMO2 as potential customers of
VMO2/nexfibre’s wholesale offer. Neither of these considered VMO2/nexfibre to
have a strong offer, 2! although we note that they both operate their own network,
meaning that their primary business model is not reliant on wholesale supply, and
that they would be unlikely to win any significant volumes on the basis of
wholesale supply.

We also heard from four current wholesale providers who rated VMO2 and/or
nexfibre’s strength as competitors to themselves:

(@)

Two competitors rated VMO2/nexfibre as very strong across all categories
(overall offering, network scale, speed and reliability and price), with both of
these two competitors referring to the wholesale constraint that
VMO2/nexfibre provides due to their position in the retail market.622 One of
these stated that it views VMO2 as a formidable competitor with a large
network®%® and [$<].6%* The other submitted that VMOZ2’s scale gives it
material unit cost advantages in delivering broadband services compared to
smaller players.6%°

616 Third-party call note: [<].

617 Third-party call note: [5<].

618 Third-party call note: [5<].

619 Third-party call note: [5<].

620 Third-party call note: [¢<].

621 One of these altnets rated VMO2'’s overall offering, network scale and speed and reliability as moderate, noting that
VMO2 has overbuilt with its own network to some extent. It did not rate VMO2’s pricing as it stated FTTP not available as
a wholesale product (Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [¢<]). The other
rated nexfibre and VMO2’s overall wholesale offering as weak and very weak respectively, although it did so on the basis
that VMO2 does not supply wholesale and that nexfibre has limited wholesale experience and an insufficient network
footprint, despite nexfibre having strong speed and reliability (Third party response to the CMA’s phase 2 third-party
questionnaire, question 4: [<]).

622 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].

623 Third-party call note: [$<].

624 Third-party call note: [¢<].

625 Third-party call note: [5<].
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(b) Another competitor rated VMOZ2'’s overall offering, network scale, speed and
reliability and price as moderate, noting that it shared some network overlap
with the respondent. 526

(c) Another competitor rated nexfibre as a weak competitor on the basis that it
has very limited network overlap with the respondent. 6%’

Substantial

6.122 As noted above, as Substantial currently has no wholesale sales to third-party
customers, third parties are providing views as potential customers, based on their
negotiations with the Parties and/or their knowledge of the Parties’ networks. We
take this into account in our assessment.

6.123 The four largest ISPs that are reliant on third-party wholesale access each
provided views on standalone Substantial’'s wholesale offer. Our view is that these
responses indicate that ISPs were interested in Substantial’s wholesale offer,
including on the basis of its network footprint.

(@) One ISP rated Substantial’s overall offering as very strong, its speed and
reliability as very strong, and its scale and price as strong.®%® This customer
noted that Substantial presented a particularly attractive wholesale
opportunity because of the scale of its network,%%° and submitted that
Substantial fits in with its altnet strategy.63°

(b) Two ISPs rated Substantial’s overall offering as strong.%*' One rated
Substantial as moderate on scale, but very strong on price and speed and
reliability.®3? This ISP considered Substantial an important and growing
independent network provider with a credible pathway to becoming part of a
third scale national network.%3® The other ISP rated Substantial as strong on
scale and price, but unknown on speed and reliability. 634

(c) The fourth ISP rated Substantial’s overall offering as moderate, its speed and
reliability and price as strong and its scale as moderate.®3° This ISP

626 Third party response to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].

627 This competitor rated VMO2 as very weak across all categories on the basis that it does not currently have a
wholesale offer. Third party response to the CMA’s phase 2 third-party questionnaire, question 12: [<].
628 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].

629 Third-party call note: [<].

630 Third-party call note: [<].

631 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

632 Third party response to the CMA'’s phase 2 third-party questionnaire, question 4: [¢<].

633 Third-party call note: [¢<].

634 Third party response to the CMA's phase 2 third-party questionnaire, question 4: [<].

635 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].
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considered Substantial to have sufficient scale to consider a partnership
with, 636

6.124 Only one network operator provided views on Substantial in response to our
questionnaire, rating it as very strong and saying that it has a strong and growing
take-up rate.%3” Separately from the questionnaire, another network operator
submitted that Substantial’s scale renders it an attractive wholesale option, despite
its network not being dense nor it having all the appropriate processes required for
wholesaling. 838

CityFibre

6.125 The four largest ISPs that are reliant on third-party wholesale access each
provided views on CityFibre’s wholesale offer. Our view is that these responses
indicate that CityFibre has a strong wholesale offer in its network footprint, which
Substantial would benefit from in the counterfactual.83°

(@) Two ISPs rated CityFibre’s overall offer as very strong,®4° one of which
stated that CityFibre’s offering is strong all-round and that it has proven
wholesale capability.®*' Both ISPs rated CityFibre as very strong on price. %42

(b) The other two ISPs rated CityFibre’s overall offering as moderate.®*3 One
ISP rated it very strong on price®#4 and the other rated it as moderate.%4°

6.126 One altnet provided views on CityFibre as a potential customer of its wholesale
offer. It considered CityFibre to have a weak offer, %4 although as above, we note
that it operates its own network, meaning that its primary business model is not
reliant on wholesale supply, and that it would be unlikely to win any significant
retail volumes via wholesale supply arrangements.

6.127 Only two competitors (ie wholesale network operators) provided views on
CityFibre as a competitor. One rated it as very strong overall and on price,
referring to it pricing below Openreach and having deals with more than

636 Third-party call note: [$<].

637 The competitor said Substantial has very strong scale and speed and reliability, but did not comment on price. Third
party response to the CMA'’s phase 2 third-party questionnaire, question 12: [<].

638 Third-party call note: [5<].

639 We summarise third-party views on CityFibre’s network scale and its speed and reliability in our analysis of
competitive constraints below. This is because the scale, speed and reliability of Substantial as owned by CityFibre in the
counterfactual would be primarily informed by Substantial’'s underlying network, rather than by CityFibre’s ownership.
640 Third party responses to the CMA’s phase 2 third-party questionnaire, question 4: [$<].

641 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].

642 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

643 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

644 Third party response to the CMA'’s phase 2 third-party questionnaire, question 4: [¢<].

645 Third party response to the CMA'’s phase 2 third-party questionnaire, question 4: [¢<].

646 This altnet rated CityFibre’s overall offer as weak, on the basis that it has an uncertain future and a small footprint. It
also rated CityFibre as weak on scale, but moderate on price and speed and reliability. Third party response to the
CMA'’s phase 2 third-party questionnaire, question 4: [¢<].
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40 ISPs.%¥ The other viewed CityFibre as very weak overall, albeit on the basis
that their footprints did not overlap.%*® We consider that this supports our
assessment above that network overlaps are an important feature of competition
between wholesale providers and that CityFibre is a strong wholesale competitor.

Substantial and CityFibre

Overall, third-party evidence indicates that Substantial (owned by CityFibre) would
be a strong wholesale competitor to VMO2/nexfibre in the counterfactual. In
general, third parties considered both CityFibre and Substantial’s standalone
offerings to be competitive (as set out above), and Substantial owned by CityFibre
would benefit from CityFibre’s existing wholesale agreements with ISPs on
competitive terms.

Almost all third parties provided views on each of Substantial and/or CityFibre
individually. However, one [¢<] ISP proactively provided views on the competitive
strength of Substantial owned by CityFibre, which we consider supports this
provisional view. The ISP submitted that its own volume of wholesale demand in a
CityFibre/Substantial counterfactual would materially improve Substantial’s
network utilisation, growth prospects and financial position. The ISP further
submitted that CityFibre/Substantial, backed by a scaled anchor tenant, would be
a stronger competitive constraint on VMO2 than Substantial operating
independently. It submitted that a larger, more highly utilised network would likely
also benefit from better access to external financing and potentially a lower cost of
capital, which in turn would support more rapid and extensive FTTP rollout.%4°

Links between the wholesale and retail levels of the supply chain

In this section, we consider the implications of links between the wholesale and
retail levels of the supply chain, focusing on (a) indirect constraints that may arise
from the retail level, and (b) VMO2 and nexfibre’s incentives to wholesale
competitively, given VMOZ2'’s current retail offering.

Indirect retail constraints

VMO2/nexfibre’s vertically integrated offer to downstream customers may also be
constrained by indirect competition from altnet wholesalers such as CityFibre in
partnership with their ISP customers, and vice versa. For example, if CityFibre
lowers the prices it charges to ISPs and those lower wholesale prices are reflected
in those ISPs charging lower retail prices, then this is likely to lead to those ISPs

647 Third party response to the CMA’s phase 2 third-party questionnaire, question 12: [<].

648 This competitor also rated CityFibre weak on speed and reliability and moderate on price. Third party response to the
CMA’s phase 2 third-party questionnaire, question 12: [<].

649 Third-party submission: [$<].
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winning customers from VMOZ2 at the retail level. Similarly, if VMO2 lowers its retail
prices then it is likely to win customers from ISPs that use CityFibre such that
CityFibre loses wholesale volumes.

This mechanism is recognised by Ofcom and in submissions by third parties who
describe how vertically integrated providers compete indirectly with their wholesale
offer:

(a) Ofcom submitted that, as reflected in its market reviews, % rival networks
competing in the retail market to win end-users provide an indirect constraint
on the wholesale market. That is, if higher wholesale charges from one
wholesaler are passed through into retail prices, consumers may switch to
services supplied by a rival vertically integrated network, causing that
wholesale provider to lose volumes and revenue. Ofcom submitted that
indirect constraints can materially influence competition and market
outcomes upstream. %%’

(b) One competitor submitted that, while competition from wholesaling network
providers can produce a more direct, immediate material impact on its
volumes, competitive constraints in the wholesale market also arise from
vertically integrated operators active in the retail market.%%? It submitted that
[]_653

(c) Another competitor noted that retail pricing is influenced by network
competition, with VMO2 offering lower retail prices in local areas that overlap
with [8<].8%4 This competitor also stated that, if the Transaction were to go
ahead, other retail ISPs would be less likely to be able to use Substantial’s
network to compete more vigorously. %

The evidence we set out in this section is consistent with this mechanism and
shows the scale of such constraint is likely to be appreciable, such that the
Transaction, by removing CityFibre’s offer to ISPs in the Substantial footprint,
would (relative to the counterfactual) reduce indirect competition from CityFibre on
VMO2/nexfibre’s vertically integrated offering in the Substantial footprint. This is

650 Ofcom submitted that, as part of its reviews, it generally takes account of links between retail and wholesale levels of
the supply chain when it assesses competition and imposes SMP remedies. For example, Ofcom found that as a retail-
focused provider, VMO2 currently poses and indirect constraint on BT at the wholesale level. See: Ofcom, Telecoms
Access Review 2026-31, Volume 2: Market definition and SMP assessment, paragraphs 4.119 and 4.225-4.226.

651 Ofcom submitted that this is the main means by which Substantial and VMO2 have provided competitive pressure in
the market for wholesale local access to date (Ofcom response dated 18 September 2026 to the CMA’s RFI dated

15 September 2026, pages 2-3).

652 Third-party call note: [<]; Third-party call note: [$<].

653 [8<] explained that [$<]. Third-party call note: [¢<].

654 Third-party call note: [¢<].

655 Third-party submission: [$<].
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consistent with Ofcom’s view that it expects the Transaction to have an impact on
competitive conditions, including via a reduction in this indirect constraint. %6

First, VMO2 and nexfibre documents assess the impact of overbuild by different
networks on retail customer losses. These documents indicate that overbuild by
CityFibre is associated with material rates of VMO2 customer loss, similar to or

greater than overbuild by Openreach, though generally lower than overbuild by

other altnets.

(@) A VMO2 internal document from May 2025 considered the impact of FTTP
overbuild based on time since the overbuild occurred. This document
indicated VMO2 experienced a [¢<]% decrease in retail customers in areas
where it had been overbuilt by [<] for [¢<] years. The document also states
that overall losses are ‘[¢<] primarily by the [<] as they represent the [<] of
the overbuild of the VMO2 footprint. Finally, the document highlights the
impact of [$<] incentives flowing to retail customers in driving losses. %%’

(b) A further VMO?2 internal document suggested slightly [¢<] loss rates of [¢<]%
after [<] years of overbuild and [¢<]% after [<] years. Losses were similar
in areas overbuilt by [¢<], but lower than in areas overbuilt by most other
altnets tracked. The same document compares net additions at the network
level, showing [¢<] and nexfibre attracting customers across each quarter
between [<], whilst VMO2 and [¢<] lost customers. The document indicates
that [6<] likely [<] ability to attract customers. 68

(c) A nexfibre internal document assesses VMO2’s retail performance on its
network, considering metrics such as penetration rate. It indicates that a
reduction in installs may have been driven by [é<] their prices within the [<]
footprint, as well as [<] offers.5%°

In the opposite direction, documentary evidence from third parties shows VMO2’s
vertically integrated offering imposes an indirect constraint on wholesale-only
providers.

(@) An [] document [$<]. The same document [$<].66° Another [¢<] document
specifically highlights VMO2 as its ‘largest competitor with its network
covering 18.7m premises’. 6

(b) A [] internal document includes a list of network providers and the key
features of them all. The document identifies Openreach and VMO2/nexfibre

6% Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 11.

657 Specifically, the document identified that [$<]. VMO2 annex to P1-RFI1-Parties: [¢<].

658 \VMO2 annex ‘[¢<]’ to FMN, slides 34 and 39 41.

659 nexfibre annex to P1-s109(02)-nexfibre: ‘[<]’, page 10.

660 \WWe understand these are the rebates that have been considered by Ofcom. See: [<]. [¢<] annex to P2-s109(01)-[¢<]:

<7

661 This figure includes [¢<] nexfibre premises. [$<] annex to P2-s109(01)-[¢<]: ‘[<]".
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as its key competitors, albeit recognising at that point that VMO2/nexfibre do
not wholesale. %62 Another [¢<] internal document sets out its ‘infrastructure
competitors’ alongside their overbuild, which include VMO2/nexfibre and
Openreach. 63

6.136 Second, evidence shows that ISPs partnered with CityFibre charge lower prices
when using CityFibre and compete more effectively with vertically integrated
retailers such as VMO?2 in CityFibre areas. For example:

6.137

(@)

(b)

Substantial submitted that deep wholesale discounts feed retail price
pressure with [$<].664

In areas where CityFibre’s network is present, Sky told us that it has been
able to offer significantly lower regional retail prices than in areas where it
relies on Openreach’s FTTP network, including an effective [¢<]% discount
on Gigabit standalone broadband products on CityFibre’'s network relative to
Openreach. [<]. As of May 2026, [¢<]% of Sky’s subscribers acquired in
CityFibre areas are on Gigabit speeds, compared with [¢<]% in Openreach
FTTP areas.®%

VodafoneThree was able to double the penetration rate of its ‘Gigafast’
services in areas where it had access to CityFibre’s FTTP network compared
with other parts of the country. 666

VMO2 has previously offered [<] in CityFibre overlap areas, [<]%¢" and its
[¢<] more generally react to the presence of CityFibre (and other measures
of network competition). 668

Third, evidence from switching data also indicates that ISPs compete more
effectively with VMO2 in the CityFibre area, and that this increase is more
pronounced for CityFibre’s ISP customers. We consider this to be indicative of
how rivals’ access to CityFibre’s wholesale offering may strengthen constraints on
VMO?2. In particular, our analysis shows that (see Appendix D):

(@)

Share of VMO2’s losses: CityFibre ISP customers accounted for a higher
share of VMO2 customer losses in areas where they relied on CityFibre,
compared to areas where the same ISPs relied on Openreach FTTP.
Specifically, in areas where VMO2 overlapped with CityFibre, CityFibre ISPs
accounted for [¢<]% of VMO2 customer losses. Whereas, in areas where the

662 Annex to P2-RFI2-[<]: [<].

663 P2-s109(01)-[5<], question 3: ‘[&<]’, page 7.

664 Parties, Phase 2 Teach-in slides (Substantial session), 15 July 2026, slide 9.

665 Third-party submission: [$<].

666 \/odafone anchors CityFibre’s nationwide Full Fibre... | CityFibre (last accessed 25 September 2026).

667 VMO2 [<] (VMO2 annex to P2-RFl4-Parties: [<]).
668 \\/MO2’s [¢<] and its [<]. P1-RFI3-Parties, question 3, paragraphs 11; Schedule 1 paragraph 2(a); Schedule 2
paragraph 5(V)(ii); Schedule 4 paragraph 3(g)(i).
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same ISPs relied on Openreach FTTP, they accounted for [6<]% of VMO2
customer losses. This indicates that VMOZ2 lost a larger proportion of
customers to CityFibre’s ISP customers in areas where those ISPs could use
CityFibre’s network, than where they could not.

(b) Ratio of wins to losses: the net gains from VMO2 were higher among ISPs
with a contract with CityFibre in areas where they relied on CityFibre,
compared to areas where the same ISPs relied on Openreach FTTP.
Specifically, in areas where VMO2 overlapped with CityFibre, CityFibre’s ISP
customers won [<] customers from VMO2 for every customer they lost to
VMO2. Whereas, in areas where the same ISPs relied on Openreach FTTP

they only won [¢<] customers from VMOZ2 for every customer lost to VMO2.
669

VMO?2 and nexfibre’s incentives to wholesale competitively

We have also considered whether VMO2'’s presence at the retail level affects
VMO2 and nexfibre’s incentives to compete effectively at the wholesale level.

As we set out in more detail in Appendix E, our provisional view is that as a result
of its vertically integrated offering, VMO2/nexfibre may have weaker incentives to
wholesale competitively than wholesale-only competitors (such as a combined
CityFibre/Substantial in the counterfactual), and that this is consistent with its
observed wholesale offer, which is less competitive than CityFibre’s offer.57°
However, we have not seen internal document evidence directly supporting this
concern, and we recognise that VMO2/nexfibre’s less competitive terms might be
a result of several factors — including the extent of wholesale competition, which
would be reduced by the Transaction compared to the counterfactual.

In assessing that VMO2/nexfibre may have weaker incentives to wholesale, we
have considered that:

(@) VMOZ2 faces few wholesale rivals in its footprint, and wholesale supply is a
very important factor in retail competition, making up a significant portion of
supplier costs and determining much of the quality and innovation of the retail
offer.

669 For comparison, we also looked at changes in switching patterns for ISPs which are not customers of CityFibre. As
set out in Appendix D, this comparison showed that these ISPs also had higher net gains from VMO?2 in areas where
CityFibre is present, the difference was smaller. This further suggests ISPs compete more effectively when using the
CityFibre network itself.

670 Ofcom submitted that it was currently sceptical of VMO2/nexfibre’s incentives to wholesale on competitive terms due
to the risk of cannibalisation. It also submitted that VMO2/nexfibre had not secured a major third-party ISP customer
despite discussing a wholesale proposition with ISPs as far back as 2016 and it remains unclear what tangible, verifiable,
merger-specific changes would enable VMO2 to start making wholesale deals (Ofcom response dated 18 September
2026 to the CMA’s RFI dated 15 September 2026, pages 11-12).
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(b)

VMO2 has a significant retail market share (around [<]% in VMO2 network
areas)®”! that could be won by more competitive retail competitors if
VMO2/nexfibre wholesaled on more competitive terms. This is in the context
of retail margins being higher than wholesale margins (see Appendix E).572

VMO2/nexfibre’s priority wholesale customers — ie Tier 1 ISPs — are some of
VMOZ2'’s closest and strongest retail competitors, competing strongly with
VMO?2 for its retail customers, including bundled customers.

As described above, Tier 1 ISPs using a more competitive wholesale offering
from CityFibre are more effective at winning business from VMO2, compared
to when they use Openreach’s wholesale offering.

While we consider that InfraVia has a strong incentive to wholesale
competitively and ultimately VMOZ2/nexfibre would wholesale in the
counterfactual, VMO2’s shareholders are joint owners of nexfibre and have
an even stronger incentive to protect VMOZ2'’s retail business because any
retail losses would only be replaced with a 50% share of wholesale gains.

Provisional conclusion on closeness of competition

Taking the evidence in the round, our provisional view is that VMO2/nexfibre and
Substantial (as owned by CityFibre) would be close competitors in the supply of
wholesale fixed broadband in the counterfactual.

First, Substantial’s footprint would directly compete with VMO2/nexfibre’s
wholesale offer. Our analysis of network overlaps shows that the relevant market
is highly concentrated, with only three substantive providers.®”® The Transaction
would increase that concentration by moving the Substantial footprint — which
accounts for around a 14% overlap with VMO2/nexfibre’s future FTTP footprint —
from CityFibre to VMO2/nexfibre. This would significantly reduce the extent of
overlap between CityFibre and VMO2/nexfibre (relative to the counterfactual), from
around 32% to around 18%.674

Second, evidence shows that VMO2/nexfibre and CityFibre are targeting the same
ISP customers, and that CityFibre is a vigorous competitor with attractive pricing
and other terms. This means that:

671 CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data.

672 A third-party also submitted that analysis of public data and its own data showed that VMO2 has the highest average
revenue per user or ARPU out of all retail ISPs. Third-party submission: [¢<].

673 This is on the basis that Substantial would not be a standalone provider in either the counterfactual (where it would be
owned by CityFibre) or post-Transaction (where it would be owned by VMO2/nexfibre).

674 In the counterfactual, this is around 32% of the VMO2/nexfibre’s future FTTP footprint excluding Substantial. Post-
Transaction, this is around 18% of the Merged Entity’s future FTTP footprint including Substantial.
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(@) Substantial would place a stronger constraint in VMOZ2/nexfibre’s footprint in
the counterfactual when owned by CityFibre.

(b) Relative to the counterfactual, within the Substantial footprint, the
Transaction would lead to a direct worsening in the terms on which ISPs
could access wholesale fixed broadband. This is because access to
Substantial’s footprint would be less certain for some ISPs and on the basis
of VMO2/nexfibre’s terms post-Transaction rather than on CityFibre’s terms.

Third, while certain factors affect the weight we are able to place on internal
documents and third-party evidence in this case, our view is that they provide
some indication of closeness of competition, and in general indicate that
VMO2/nexfibre and Substantial (as owned by CityFibre) would be close
competitors in the counterfactual.

Fourth, VMO2/nexfibre’s vertically integrated offer to downstream customers may
also be constrained by indirect competition from Substantial (as owned by
CityFibre) in partnership with CityFibre’s ISP customers. Our provisional view is
that the scale of such constraint is likely to be appreciable, such that the
Transaction, by removing CityFibre’s offer in the Substantial footprint, would
reduce indirect competition on VMO2/nexfibre’s vertically integrated offering. The
Substantial network is 26% overlapped by VMO2/nexfibre’s FTTP network and
would be 82% overlapped if VMO2 were to upgrade its cable network to FTTP. In
the counterfactual, there would be competition between Openreach,
VMO2/nexfibre and CityFibre in these areas, compared to just Openreach and
VMO2/nexfibre following the Transaction.

Finally, our provisional view is that VMO2’s vertically integrated business model
may weaken VMO2/nexfibre’s incentive to compete competitively in wholesale
over time, relative to a combined CityFibre/Substantial in the counterfactual.

Competitive constraints

6.147

6.148

In this section, we consider whether there would be sufficient remaining
alternatives to the Merged Entity that customers could switch to in the Parties’
combined footprint post-Transaction. In turn, we consider the remaining
constraints imposed by Openreach, CityFibre and other altnets.

Openreach

Below, we consider the strength of the constraint imposed by Openreach,
considering its geographic coverage and current supply, the impact of regulation
by Ofcom, documentary evidence and third-party evidence.
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Geographic coverage and current supply

6.149 Until recently, Openreach was a regulated monopolist in the supply of wholesale
fixed broadband. As set out in Appendix C, it has geographic coverage across
99.9% of UK premises, including across each of the Parties’ footprints.

6.150 As also set out in Appendix C, Openreach has upgraded its network to FTTP in
over 70% of premises in each of the Parties’ footprints, including the majority of
premises in each of the Parties’ footprints. Openreach submitted that its FTTP
network will reach 25 million premises in FY27 and that it [¢<] ultimately expects to
reach a total footprint of 30 million premises. [<] submission suggests that [¢<].67°

6.151 Openreach is required by Ofcom regulation to supply to ISPs on reasonable
request and on the same terms and conditions. %76 Openreach publicly states that it
has supply relationships with more than 650 service providers,%’” though its top 5
customers account for [8<]% of Openreach’s wholesale revenues.®® Openreach’s
services are available to all ISPs on a national basis,®’® and its underlying prices
are subject to significant market power (SMP) regulation as imposed by Ofcom. 680
As Openreach is compelled by regulation to supply to ISPs on reasonable request
and on the same terms and conditions, discussions tend to focus on integration
rather than commercial terms. 68

Openreach’s competitive strength as a regulated provider

6.152 As set out in the TAR 2026, and as further described in Appendix A, Ofcom
concluded that Openreach has SMP across a number of fixed communications
markets and imposed remedies to address the competition concerns arising from
such SMP, including network access obligations, price controls and requirements
not to set discriminatory geographic discounts.®? These regulatory conditions
constrain how Openreach operates commercially, including the wholesale terms
that it is able to offer to ISPs.

6.153 Consistent with the above, Openreach pointed us to regulatory constraints on its
ability to compete, including that it is not able to offer geographically targeted
discounts without Ofcom’s consent, cannot offer bundled services, and must notify

675 [8<] (Third party response to the CMA’s phase 2 third-party questionnaire, questions 14 and 15a: [<]).

676 Third party response to the CMA'’s phase 2 third-party questionnaire, questions 10: [£<].

677 Qur broadband network | Openreach (last accessed on 23 September 2026).

678 BT (c.[$<]%), Sky (c.[$<]%), TalkTalk (c.[5<]%), VodafoneThree (c.[5<]%) and Zen (c.[5<]%). See: [¢<]; and Third
party response to the CMA’s phase 2 third-party questionnaire, questions 9: [<].

679 Third party response to the CMA'’s phase 2 third-party questionnaire, questions 9: [$<].

680 Third party response to the CMA'’s phase 2 third-party questionnaire, questions 11: [<].

681 Third party response to the CMA'’s phase 2 third-party questionnaire, questions 10: [£<].

682 |n particular, Ofcom was concerned that Openreach has the ability to unfairly undermine the development of network
competition in the long term through market-wide low prices, geographically targeted discounts and/or offers thar are
conditional on the volume and/or range of services purchased (TAR, Volume 1: Overview, summary and structure,
paragraph 2.109).
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offers publicly ahead of them coming into effect.®83 Openreach pointed out that it
competes with other providers in the supply of wholesale access, but it does not
negotiate in the same way as others in the market.%* Openreach further submitted
that on the basis of current regulation, it is unable to offer lower prices in areas of
greater competitive intensity (including where the Merged Entity would be active)
without Ofcom’s consent. This would reduce the extent to which the Merged Entity
would be incentivised to compete. 5

Internal documents

6.154 Overall, the internal document evidence indicates that the Parties consider
Openreach to be a strong competitor with a large FTTP network that overlaps
significantly with their own networks.

6.155 The Parties’ internal documents track Openreach as the incumbent infrastructure
and wholesale competitor, with national scale.®® The Parties’ internal documents
also closely monitor Openreach’s FTTP overbuild. In particular, Substantial tracks
the impact of Openreach FTTP overbuild on [<],%87 and expects [$<].688
VMO2/nexfibre similarly expect [¢<].68° Moreover, the Parties [<].6%° CityFibre’s
internal documents are also consistent with this, identifying Openreach as
CityFibre’s key competitor (alongside VMO2/nexfibre). 69

6.156 The documentary evidence as to whether Openreach competes strongly on
factors such as price, quality, range and service is mixed. Some internal
documents from VMO2/nexfibre suggest that [¢<].%%2 On the other hand, some
other VMO2/nexfibre internal documents suggest that [8<],593 [$<].%%4 A VMO2
document also includes discussions around [$<].6%

683 BT response to the Areas of focus, 20 July 2026, paragraph 11.

684 Third-party call note: [5<].

685 BT response to the Areas of focus, 20 July 2026, paragraph 16.

686 Example VMO2/nexfibre documents include: Parties annex to FMN: [<], page 17; VMO2 annex to P1-s109(01)-
VMO2: [<]’, pages 8 and 10. Example Substantial documents include: Substantial annex to FMN: [&<]; Substantial
annex to FMN: [<]; Substantial annex to FMN: [<]; Substantial annex to FMN: [<].

687 Substantial annex to FMN: [$<].

688 Substantial annex to FMN: [$<].

689 Parties annex to FMN: ‘[¢<]’, page 83; VMO2 annex to P1-s109(02)-VMO2: [].

690 \/MO2’s wholesale offers in negotiation with each [$<] present the wholesale price as a discount relative to
Opernreach’s Equinox 2 (see Appendix B). For Substantial, examples of this benchmarking include: Substantial annex to
P1-s109(01)-Substantial: [¢<]; and Substantial annex to P1-s109(01)-Substantial: [¢<].

691 Third-party internal document, [$<]; [<].

692 Parties annex to FMN: [<]; nexfibre annex to P1-s109(01)-nexfibre [5<]; nexfibre annex to P1-s109(02)-nexfibre:
‘[<]; see also Liberty Global annex to P1-s109(02)-Liberty Global: [¢<].

693 Parties annex to FMN: [6<]; nexfibre annex to P1-s109(02)-nexfibre: [6<]; nexfibre annex to P1-s109(02)-
nexfibre: [<].

694 \VMO2 annex to P1-s109(01)-VMO2: [].

695 The document sets out that this may be the case if [¢<]. See: nexfibre annex to P1-s109(02)-nexfibre: [<].
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Third-party views

6.157 As discussed above, certain factors in this case affect the weight we are able to
place on third-party views and mean we have to interpret them with regard to their
specific context. Despite these limitations, we nevertheless consider that third-
party views on Openreach provide some indication of its competitive strength, and
overall indicate that it is a strong competitor, albeit that it has a less competitive
offer in terms of price.

6.158 First, in relation to customers (ie ISPs) that responded to our questionnaire: 59

(@) Almost all customers that responded to our questionnaire rated Openreach’s
overall offering as strong or very strong, %% with two of these referring to its
national scale. %%

(b) One customer rated Openreach’s overall offering as moderate, stating that its
pricing is materially higher than alternative suppliers and that its innovation
and service levels are weaker than those available from alternative
suppliers. 699

6.159 Second, Openreach was generally considered by customers as relatively strong or
very strong on network scale’° and speed and reliability.”°! However, evidence
was more mixed on pricing (which is consistent with the documentary evidence set
out above). Specifically on price:

(a) Two customers rated Openreach as strong,’%? with one of these noting that it
is a strong competitor due to its ongoing price discounts. %3

(b) Two customers rated its price as moderate, ’°* one customer rated it weak 7%
and another rated it very weak.’% One of these noted that Openreach prices

6% |n addition to the above, two customers provided views on BT Wholesale, which is Openreach’s WBA offering that
includes backhaul services for ISPs that do not operate their own backhaul network. Both customers viewed BT
Wholesale’s offer as weak. Third party responses to the CMA’s phase 2 third-party questionnaire, question 4: [<].

697 This includes one altnet ([2<]) that owns its own network in certain areas but also purchases wholesale fixed
broadband from Openreach. Third party responses to the CMA’s phase 2 third-party questionnaire, question 4: [5<]. Very
strong: [¢<]. Strong: [<].

698 Third party responses to the CMA’s phase 2 third-party questionnaire, question 4: [$<].

699 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [¢<].

700 All customers rated Openreach’s network scale as very strong. This includes one altnet ([¢<]) that owns its own
network in certain areas but also purchases wholesale fixed broadband from Openreach. Third party responses to the
CMA’s phase 2 third-party questionnaire, question 4: [¢<].

701 Four customers rated it as very strong or strong, while the remaining two respondents ranked it as moderate or weak
based on its use of FTTP GPON rather than FTTP XGP-PON. This includes one altnet ([¢<]) that owns its own network
in certain areas but also purchases wholesale fixed broadband from Openreach. Very strong: [<]. Strong: [¢<].
Moderate or weak: [¢<]. Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [&<].

792 Third party responses to the CMA's phase 2 third-party questionnaire, question 4: [¢<]. This includes one altnet ([¢<])
that owns its own network in certain areas but also purchases wholesale fixed broadband from Openreach.

703 This comment came from an altnet that owns its own network in certain areas but also purchases wholesale fixed
broadband from Openreach (Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [¢<]).

704 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

705 Third party response to the CMA's phase 2 third-party questionnaire, question 4: [<].

708 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].
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are higher than those of other wholesalers and that regulation limits further
price reductions, %" while another noted that Openreach prices act as a
cap.708

In a separate submission, one customer also stated that Openreach offered worse
service quality, commitment to customer experience and commercial terms than
[]_709

Third, all of the current wholesale competitors that responded to our questionnaire
rated Openreach’s overall offering as very strong,”'® with competitors’
explanations of their rating referring to Openreach’s incumbency,’!" scale’'? and
‘market dominance’.”"3 All the competitors that provided views on other factors
rated Openreach’s network scale and price as very strong,”'* while on speed and
reliability two rated it as very strong”'® and one rated it moderate. "6

Provisional conclusion on the competitive constraint from Openreach

Overall, the evidence set out above indicates that Openreach would act as an
important competitive constraint on the Merged Entity post-Transaction, driven by
its national scale and FTTP expansion plans, as well as its overlap with the
Merged Entity (which each of the Parties monitors closely). However, evidence
indicates that Ofcom regulation may limit Openreach’s ability to compete
effectively on price and other factors, particularly in certain geographic areas.

CityFibre

As discussed above, our provisional view on the most likely counterfactual means
that the result of the Transaction would be to move the Substantial network from
CityFibre to the Merged Entity. As also discussed above, our provisional view is
that this would (a) remove a wholesale option for ISPs in the Substantial footprint,
and (b) significantly weaken CityFibre’s constraint on the Merged Entity by
significantly reducing the degree of its network overbuild. On this second point, we
note that as a result of the Transaction, CityFibre may have more immediate
funding to pursue alternative consolidation options compared to the counterfactual.
However, we consider that the competitive impact of these alternative options is
likely to be more limited than its acquisition of Substantial in the counterfactual,

707 Third party response to the CMA's phase 2 third-party questionnaire, question 4: [<].
708 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].
709 Third-party call note: [5<].

710 Third party responses to the CMA’s phase 2 third-party questionnaire, question 12: [<].
711 Third party responses to the CMA’s phase 2 third-party questionnaire, question 12: [<].
712 Third party response to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].
713 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<]
714 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 12: [<]
715 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].
718 Third party response to the CMA’s phase 2 third-party questionnaire, question 12: [<].
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and we consider that in the longer term, remaining altnet consolidation prospects
would be similar with or without the Transaction.

In this section, we consider the strength of the remaining constraint from CityFibre
post-Transaction. In doing so, we consider CityFibre’s remaining network overlaps
with the Merged Entity, CityFibre’s alternative consolidation prospects, and
evidence covered in sections above (including documentary and third-party
evidence, and evidence on the strength of CityFibre’s current wholesale offer).

Network overlaps

As discussed in detail above, CityFibre’s network overbuild with the Merged
Entity’s footprint would be significantly reduced post-Transaction (compared to the
counterfactual), which we consider is important because network overlaps are
likely to lead to direct competition between providers. Post-Transaction, CityFibre
would overbuild 14.2% of the Merged Entity’s current FTTP footprint,”'” and 17.7%
of the Merged Entity’s full footprint including its HFC/RFOG network (which we
consider will be upgraded post-Transaction).”'®

Our provisional view is that CityFibre’s remaining network overbuild indicates that
it would remain a moderately strong competitor to the Merged Entity post-
Transaction, albeit significantly weaker when compared to the counterfactual.

In relation to the degree of indirect competition between CityFibre and
VMO2/nexfibre’s vertically integrated offer, we do not consider that CityFibre
would constrain the Merged Entity’s vertically integrated offer in the Substantial
footprint post-Transaction. This is because CityFibre’s network is almost entirely
non-overlapping with the Substantial footprint,”'® and because evidence indicates
that ISPs such as VMO2 often differentiate retail prices to individual end
customers, including in response to local competition.”?° This supports our
provisional assessment above that within the Substantial footprint, the Transaction
would lead to a direct worsening in the terms on which ISPs could access
wholesale fixed broadband.

Alternative consolidation prospects

The Parties submitted that Substantial accounts for a small portion of the altnet
footprint, and has a similar profile to other altnets across several dimensions
including penetration rates and network build strategy. On this basis, the Parties
submitted that a significant altnet footprint will remain in the market post-

717 See Appendix C, Table C.4.
718 See Appendix C, Table C.5.
719 See Appendix C, Table C.3.
720 For example, [$<]. P1-RFI3-Parties, question 3, Schedule 2 paragraph 2 and Schedule 4 paragraph 3.
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Transaction, such that the Transaction will not preclude the ability of other altnets
to consolidate to form scaled, more competitive players.”?!

We have therefore considered whether CityFibre could become a stronger
competitor to the Merged Entity by consolidating with the altnet tail. Our
provisional view is that alternative consolidation prospects could strengthen
CityFibre’s competitive constraint on the Merged Entity over time, but a number of
factors would limit the competitive impact of these alternative consolidation
prospects, such that they would not prevent the loss of competition arising from
the Transaction. In coming to this provisional view, we have considered the
following points.

First, our view is that in total, the footprint of the altnet tail is significant — it would
overbuild the Merged Entity in a further 18.8% of its full footprint, in addition to
CityFibre’s 17.7% overbuild.”??> However, the altnet tail is highly fragmented. 23

Second, we consider that CityFibre would likely have opportunities to consolidate
with some of the larger altnets in the near term. As discussed in the counterfactual
chapter, since February 2026, CityFibre has obtained significant additional funding
from its shareholders, [¢<] and [¢<]. CityFibre also told us that [¢<].7>* On the
basis of these first two points, our provisional view is that alternative consolidation
prospects could strengthen CityFibre’s competitive constraint on the Merged Entity
over time.

However, we consider that certain factors would limit the competitive impact of
CityFibre’s alternative consolidation prospects. In particular:

(@) The competitive impacts of alternative consolidation would depend on the
specifics of the altnet being acquired. CityFibre, Substantial and nexfibre are
the largest altnets by some distance, with only Community Fibre and
Hyperoptic having a network greater than 1 million premises passed (see the
nature of competition chapter). Further, Community Fibre is already a
wholesaler (including to VodafoneThree), %> and some smaller altnets
wholesale to other ISPs. Alternative consolidation prospects would therefore
likely have a much smaller competitive impact on VMO2/nexfibre than
CityFibre’s acquisition of Substantial in the counterfactual.

(b) Relative to its acquisition of Substantial in the counterfactual, it would take
time for CityFibre to materially increase its network overbuild with the Merged
Entity via alternative consolidation, including because alternative

721 Parties’ response to the Areas of focus, 20 July 2026, paragraphs 140-143.

722 Appendix C, Table C.5.

723 The largest altnets by overbuild rate with the Merged Entity are Community Fibre at [5-10]%, Hyperoptic at [0-5]%,
Full Fibre at [0-5]%, Toob at [0-5]% and Grain at [0-5]%. See Appendix C, Table C.5.

724 Third-party call transcript: [$<].

725 Community Fibre announces new wholesale agreement.
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6.173

6.174

6.175

consolidation would necessarily be uncertain and could involve competition
with other potential consolidators, including the Merged Entity itself. The
Parties have described market consolidation as a ‘messy, long process
driven by different financial investors that are in different stages’ that would
take ‘lots of years to figure out’,”?% including because ‘everyone’s network is
slightly different, [and] their IT systems are different’.”?” Consistent with this,
a CityFibre internal document set out an M&A strategy [¢<], and indicated
that consolidation would happen in phases, noting that [$<].728

(c) It would also be costly for CityFibre to materially increase its network
overbuild with the Merged Entity via alternative consolidation, relative to its
acquisition of Substantial in the counterfactual. The Parties submitted that
integrating a single network can involve costs in the tens of millions of
pounds, "?° while a CityFibre internal document [<].730 By contrast, CityFibre
submitted that integrating Substantial’s network would be relatively quick due
to the interoperability of the networks and would [6<]. 73

Finally, we consider that, particularly in the longer term, remaining altnet
consolidation prospects would be similar with or without the Transaction. [8<].732
[¢<]. Altnet consolidation could also be led by a different consolidator. In this
regard, Ofcom submitted that it expects consolidation to be a feature of this market
for some years, and that it does not think future consolidation is contingent on this
Transaction.”33

Given our provisional view (set out below) that significant greenfield altnet
expansion appears unlikely, this means that the impact of the Transaction would
simply be to remove the Substantial footprint from the pool of altnet premises that
are available for consolidation. The Transaction would therefore limit the total
overbuild that CityFibre or an alternative consolidator could reach with the Merged
Entity in the long-term, from around 50% (plus any greenfield build) in the
counterfactual, 34 to around 37% (plus any greenfield build) post-Transaction. "3

Current wholesale offer, internal documents and third-party evidence

Our provisional view is that the evidence described in the closeness of competition
section above (regarding CityFibre’s current wholesale offer, internal document

726 Parties, ISM transcript, pages 42, lines 9-10 and line 15.

727 Parties, ISM transcript, pages 41, lines 9-10.

728 Annex to P2-RFI2-CityFibre: [<].

729 Parties, ISM transcript, page 41, lines 10-13.

730 Annex to P2-RFI2-CityFibre: ‘[6<]'.

731 Third-party call transcript: [$<].

732 [8<]. Third-party call transcript: [$<].

733 Ofcom response dated 18 September 2026 to the CMA’s RF| dated 15 September 2026, page 9.

734 Because VMO2/nexfibre’s full footprint overlaps with at least one altnet in 50.0% of premises. Appendix C, Table C.2.
735 Because the Merged Entity’s full footprint overlaps with at least one altnet in 36.5% of premises. Appendix C,

Table C.5.
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evidence and third-party evidence) indicates that CityFibre would remain a strong
wholesale option for ISPs, albeit in a reduced network footprint. We have also
considered internal document and third-party evidence on standalone CityFibre’s
reduced network scale. This indicates to us that while CityFibre’s constraint would
be significantly reduced compared to the counterfactual, it would remain a
moderate competitor to the Merged Entity post-Transaction.

6.176 Regarding internal documents, VMO2/nexfibre internal documents indicate to us
that they closely monitor network overbuild [¢<], and that [¢<].

(@) For example, [<].7% nexfibre has been tracking the [<].7%7

(b) In addition, a couple of nexfibre board documents make reference to [<],
noting that [<].738 This is consistent with a [$<].739.740

6.177 Third parties also provided views on CityFibre’s network scale, speed and
reliability:

(@) The four largest ISPs that are reliant on third-party wholesale access each
provided views on CityFibre’s scale and its speed and reliability. On scale,
one rated it as strong,’4' while the others rated it as moderate.’#? On speed
and reliability, all ISPs rated it strong”4? or very strong.”44

(b) Only two competitors provided views on CityFibre. One referred to it having a
footprint second in size only to Openreach and rated it very strong on speed
and reliability.”#® The other viewed CityFibre as a very weak competitor on
scale because their footprints do not overlap.”4®

Provisional conclusion on the competitive constraint from CityFibre

6.178 Overall, we provisionally consider that CityFibre would impose a moderate
competitive constraint on the Merged Entity post-Transaction. While CityFibre
would retain an established wholesale proposition and existing ISP relationships,
its degree of network overlap with the Merged Entity would be significantly weaker
than it would be in the counterfactual, with an overlap of 17.7% (compared to

736 Parties annex to FMN: [¢<]; Parties annex to FMN: [§<].

737 Parties annex to FMN: [<]; Parties annex to FMN: [$<]

738 nexfibre annex to P1-s109(02)-nexfibre: [$<]; Parties annex to FMN: ‘[¢<]".

739 Substantial annex to FMN: [$<].

740 Related to this, a Liberty Global document from September 2024 noted that [6<] (Liberty Global annex to P1-
s109(02)-Liberty Global: ‘[¢<], page 20). See also July 2025 nexfibre board minutes (nexfibre annex to P2-s109(01)-
nexfibre: ‘[8<]’, paragraph 9.4) which noted [<].

741 Third party response to the CMA’s phase 2 third-party questionnaire, question 4: [§<].

742 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

743 Third party response to the CMA's phase 2 third-party questionnaire, question 4: [¢<].

744 Third party responses to the CMA's phase 2 third-party questionnaire, question 4: [<].

745 Third party response to the CMA'’s phase 2 third-party questionnaire, question 12: [¢<].

746 This competitor also rated CityFibre weak on speed and reliability and moderate on price. Third party response to the
CMA'’s phase 2 third-party questionnaire, question 12: [&<].
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31.9% in the counterfactual), and any material strengthening of its position through
further consolidation would likely take significant time and investment.

Altnets

6.179 Below, we consider the constraint imposed by altnets other than CityFibre,
considering their scale and network overlaps with the Merged Entity, their current
wholesale supply arrangements, documentary evidence and third-party evidence.

Network overlaps and scale

6.180 Given the importance of network overlaps, we focus on providers that overlap to a
material extent with the Parties’ combined network. As set out in Appendix C, after
Openreach and CityFibre, Community Fibre and Hyperoptic have the largest
overlaps with the Merged Entity’s future FTTP footprint ([5-10]% and [0-5]%
respectively),”” and Full Fibre has the largest overlap with the Merged Entity’s
current FTTP footprint ([0-5]%).748 Each of these providers has passed less than
[¢<] million premises (or less than [0-5]% of national premises), and all altnets
other than Community Fibre and Hyperoptic have passed fewer than [é<] premises
(or less than [0-5]% of national premises).”#® We consider that the small scale of
the altnet ‘tail’ significantly limits their wholesale prospects.

6.181 Based on this degree of network overlap and this level of scale, we consider that
each of these altnets, as well as each altnet within the long tail of smaller altnets,
is individually likely to place very limited competitive constraint on the Merged
Entity.

6.182 We have also considered whether any of these altnets have significant expansion
plans. Our provisional view is that any greenfield expansion plans are limited and
that significant expansion appears unlikely.

(@) As set out in nature of competition, in the TAR 2026, Ofcom stated that it
expects further altnet build to be more limited than in previous years, given a
changed investment climate.”>° The Parties and some third parties have also
acknowledged this trend.”®"

(b) Inresponse to our question on whether altnets have plans to expand their
network in the next five years, responding altnets provided limited evidence
of significant future network build, particularly in areas that overlap with the

747 Appendix C, Table C.5.

748 Appendix C, Table C.4.

749 CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data. See also nature of
competition chapter, Table 4.1 (2026 network footprints).

780 Ofcom, Volume 1: Overview, summary and structure, paragraph 2.28.

751 For example, Substantial’s submission, ‘[¢<]’, 17 April 2026 (resubmitted as annex 1.008 to FMN), paragraph 14;
INCA — Annual Report 2026, March 2026, p.27,
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Merged Entity’s footprint. While almost all other altnets that responded to our
questionnaire told us they had some pre-existing plans to expand, these
plans are generally limited in nature, have some uncertainty (eg as the altnet
is seeking funding), do not overlap with the Parties’ footprints and/or involve
expansion by an altnet that is not active in wholesale.”®? One altnet noted
that the sector has shifted from ‘build to utilisation’, with a much greater
emphasis on penetration, customer acquisition and sustainable returns.”%3

6.183 Together, the altnet tail would overbuild the Merged Entity to a relatively significant
extent. The Merged Entity would compete with at least one altnet in 36.5% of its
full footprint. 17.7% of this overbuild would be with CityFibre, leaving 18.8% of
additional premises that would be overbuilt by the altnet tail.”>* This degree of
overbuild is significant in part because altnets have avoided overbuilding each
other: the Merged Entity’s footprint would compete with at least two altnets in just
3.2% of its footprint.”>> We have therefore considered whether a consolidated
group of altnets could provide greater constraint on the Merged Entity post-
Transaction. However, as discussed above, our view on this is that the competitive
impact of alternative consolidation is likely to be more limited than CityFibre’s
acquisition of Substantial in the counterfactual, and we consider that in the longer
term, remaining altnet consolidation prospects would be similar with or without the
Transaction.

Current wholesale supply arrangements

6.184 As discussed above, vertically integrated providers can indirectly constrain
wholesale providers. However, the strongest constraint on the Merged Entity’s
wholesale offer would be from altnets with substantive wholesale businesses or
prospects.

6.185 Other than CityFibre, Community Fibre is the largest altnet (both in the Merged
Entity’s footprint and nationally) with active wholesale contracts. Community Fibre
currently supplies to VodafoneThree and PXC, 76 [8<].7%7

6.186 The next largest providers in the Merged Entity’s footprint with any active
wholesale contracts are Full Fibre, which only supplies to smaller Tier 2 ISPs such

782 |n particular: (i) [$<] is active in wholesale and seeking to expand its network [$<] million homes in [$<] which it
anticipates will overbuild VMO2’s network, albeit it is engaging with capital markets to secure funding; (ii) [<] has
funding to add c.170k homes with some overbuild with VMO2 and Substantial, however, it is not active in wholesale;
(iii) [¢<] is planning to do some limited build (total of c 24,000 premises) via the BDUK contract, but does not plan to
overbuild the Parties; and (iv) [¢<] is planning a very small amount of build via BDUK (c4k premises) with none of it
overlapping the Parties footprints. See: Third party responses to the CMA’s phase 2 third-party questionnaire
question 14: [].

Third party responses to the CMA’s phase 2 third-party questionnaire, question 14: [<].

753 Third party response to the CMA'’s phase 2 third-party questionnaire, question 15: [¢<].

754 Appendix C, Table C.5.

755 CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data.

756 Third party response to the CMA's phase 2 third-party questionnaire, question 9: [<].

757 Third-party submission: [¢<].
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as IDNet”%8 and did not submit that it has negotiated or discussed supplying to any
larger ISPs;"%° Trooli, which supplies to [¢<] and Zen;"®° and BUUK, which
supplies to Sky. ¢! Trooli and BUUK are both very small providers, overlapping
with less than [0-5]% of the Merged Entity’s full footprint. 62 All other larger altnets
are vertically integrated, and would accordingly provide a weaker constraint on the
Merged Entity’s wholesale offer.

Internal documents

6.187 Overall, our view is that internal documents indicate that altnets other than
CityFibre would provide a weak constraint on the Merged Entity.

6.188 VMO2/nexfibre’s internal documents monitor a number of other network providers
besides [<]. In particular, nexfibre’s board documents [¢<]. This includes [¢<].763
VMQO2’s ‘[¥<] reports [<].764

6.189 Substantial’s internal documents do not monitor other altnet overbuild in the same
way that VMO2/nexfibre do.”®> However, this is likely due to the fact that the
overbuild is limited (as discussed above). This is also recognised in a number of
Substantial’s internal documents; for example, Substantial forecasts current and
future overbuild on its network to be primarily driven by [$<] rather than altnets. 766

6.190 While the Parties monitor other network providers besides Openreach and [<],
some internal documents group them into ‘other’, ‘top 5’ altnets, or just refer to
altnets without naming them, 767 which suggests that the strength of their constraint
is more limited. Moreover, a nexfibre internal document recognises that [¢<]. 768
Finally, we note that some nexfibre internal documents monitor [$<].76°

Third-party views

6.191 The three Tier 1 ISPs that are reliant on third-party wholesale access identified
Community Fibre as a current or potential supplier of wholesale fixed
broadband, " with two of them rating its overall offering as strong or very strong

758 Third party response to the CMA’s phase 2 third-party questionnaire, question 9: [§<].

789 Third party response to the CMA'’s phase 2 third-party questionnaire, question 10: [£<].

760 Third party responses to the CMA’s phase 2 third-party questionnaire, question 2: [$<].

761 Third party response to the CMA'’s phase 2 third-party questionnaire, question 2: [¢<].

762 CMA analysis of Ofcom’s Connected Nations January 2026 fixed broadband networks data.

763 Parties annex to FMN: ‘[<]’, page 6.; nexfibre annex to P1-s109(02)-nexfibre: ‘[¢<]’, page 54. See also scale rankings
that include overbuild statistics: Parties annex to FMN: ‘[¢<], page 10.; Parties annex to FMN: ‘[<], page 103. See also:
altnet overbuild longtail analysis in Parties annex to FMN: ‘[8<], page 7; or Parties annex to FMN: ‘[¢<], page 7.

764 Eg VMO2 annex to P1-s109(02)-VMO2; Parties annex to FMN: ‘[<]’, page 39; VMO2 annex to P1-s109(02)-VMO2:
<7, page 39.

765 Substantial primarily appears to monitor [$<] (eg Substantial annex to FMN: ‘[¢<]’; Substantial annex to FMN: ‘[¢<7).
766 Substantial annex to FMN: ‘[<]', page 34. See also Substantial annex to FMN: ‘[T, page 14.

767 Substantial: Substantial annex to FMN: '[§<]’; nexfibre: nexfibre annex to P1-s109(02)-nexfibre: ‘[<]’, page 6; nexfibre
annex to P1-s109(02)-nexfibre: ‘[¢<], pages 5 and 37.

768 Parties annex to FMN, page 1.

769 Parties annex to FMN, page 6; Parties annex to FMN, page 1.

770 No other respondents identified Community Fibre as a current or potential supplier.
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and its network scale as moderate,”’! and the other rating its overall offering as
weak due to a ‘lack of scale’.””? Other altnets were not consistently identified as a
wholesale option by customers’’® or competitors’’# in response to our
questionnaire.

6.192 Customer and competitor views are consistent with Ofcom’s submission that the
presence of rival networks alone is not necessarily sufficient to deliver material
and sustainable competition in the long term, with FTTP take-up being critical for
altnets’ ability to exert an effective competitive constraint on Openreach and
VMQ2 in the long run.””®

Provisional conclusion on the competitive constraint from other altnets

6.193 Based on the evidence above, our provisional view is that altnets other than
CityFibre would provide a very limited constraint on the Merged Entity post-
Transaction.

Provisional conclusion on competitive constraints

6.194 Taking the evidence in the round, our provisional view is that Openreach would
continue to impose an important competitive constraint on the Merged Entity post-
Transaction, although the extent of that constraint may be moderated by its
regulation by Ofcom. CityFibre would remain an important competitor, although the
extent of its constraint would be limited by its relatively smaller overlap with the
Merged Entity's footprint and the time and cost associated for it to undertake
further consolidation. We consider that the remaining altnets would provide a very
limited constraint given their scale, network coverage and wholesale capabilities.

Third-party views on the impact of the Transaction

6.195 We have received third-party views on the impact of the Transaction on calls and
in response to our phase 1 invitation to comment, our Areas of Focus paper and
our questionnaire to network providers (including altnets) and ISPs. As discussed
above, certain factors in this case affect the weight we are able to place on third-

77 Third party responses to the CMA’s phase 2 third-party questionnaire, question 4: [$<].

772 Third party responses to the CMA'’s phase 2 third-party questionnaire, question 4: [<].

73 The other altnets identified by one of these Tier 1 ISPs were BUUK, which one Tier 1 ISP ([¢<]) rated as strong
overall but weak in terms of network scale, and Freedom Fibre, Trooli, MS3 and OFNL, each of which was rated by
another Tier 1 ISP ([¢<]) as strong overall but moderate in terms of network scale, with this ISP noting that each of these
providers had ‘smaller scale’. A smaller customer ([¢<]) identified a number of altnets as current or potential customers,
ranking Trooli and MS3 as very strong, Freedom Fibre and ITS as strong, OFNL and Full Fibre as moderate and
Gigaclear as very weak (on the basis that it does not have a wholesale service). Third party response to the CMA’s
phase 2 third-party questionnaire, question 4: [<].

774 We consider this unsurprising given that altnets do not generally overbuild each other. Only one competitor who
responded to our questionnaire ([¢<]) identified Community Fibre as a current or potential competitor and rated its overall
offering as very strong. Another competitor ([¢<]) that noted explicitly that it excluded operators such as Community Fibre
given the absence of overlap with its network. Third party response to the CMA’s phase 2 third-party questionnaire,
question 12: [<].

775 Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 2.
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party views and we have interpreted them with regard to their specific context,
including because the outcomes of a merger investigation can have a direct
financial or strategic impact on market participants.

6.196 Third-party views on the impact of the Transaction were mixed:
(a) Network operators (including vertically integrated altnets):

(i) A majority of network operators were broadly positive about the
Transaction, " with several identifying potential pro-competitive
benefits, principally through consolidation creating a larger, more
sustainable wholesale competitor to Openreach.

(i) Two network operators were broadly neutral”’” with one noting that the
Transaction removes a network operator (ie Substantial) and that the
CMA would need to consider whether there is an impact on competition
due to the overlap with VMO2/nexfibre.”’8

(iii) One network operator expressed concerns that the Transaction would
reduce wholesale competition in numerous local areas due to the
removal of Substantial as a competitor and entrench a national
wholesale ‘duopoly’ by undermining the emergence of a third rival
scaled network.’"®

(b) ISPs:

(i) Two Tier 1 ISPs expressed concerns regarding the Transaction. One of
these ISPs said that the Transaction removed an active competitor in
overlap areas pushing the market towards two players (Openreach and
VMO?2).78 The other ISP said that the Transaction eliminates the
competitive pressure in the overlapping area served by Substantial by
removing an infrastructure competitor and this is the case both in a
standalone Substantial situation or the more likely situation where it is
acquired by CityFibre.”®" One smaller ISP also expressed concerns

776 Third-party submission: [#<]; Grain Connect response to the Areas of focus, 17 July 2026, section ‘Wholesale fixed
broadband services to ISPs’; Hyperoptic response to the Areas of focus, 17 July 2026, section ‘Concluding
Observations’; Third-party submission: Third-party submission: [¢<] ; Third party responses to the CMA’s phase 2 third-
party questionnaire, question 26: [<].

777 Third-party submission: [6<]; Third-party call note: [¢<]; Third party response to the CMA’s phase 2 third-party
questionnaire, question 26: [<].

778 Third-party call note: [5<]; Third party response to the CMA’s phase 2 third-party questionnaire, question 26: [$<].

779 CityFibre response to the Areas of focus, 4 August 2026, paragraph 3.2. Also see Third-party submission: [¢<]. Third-
party call note: [<].

780 The ISP also said that the CMA should consider the Merged Entity’s incentives as a vertically integrated operator (this
is considered in the section above on links between the wholesale and retail levels of the supply chain). Third party
response to the CMA’s phase 2 third-party questionnaire, question 26: [5<]. Third-party submission: [¢<]; Third-party call
note: [<].

781 The ISP also set out concerns relating to the wholesale incentives of VMO2 which are considered in the section
above on VMO2 and nexfibre’s incentives to wholesale competitively. Third-party submission: [¢<]. Also see: Third-party
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about the Transaction removing a wholesale option and that it had
limited confidence that VMO2/nexfibre’s wholesale offering would allow
it to compete aggressively at the retail level.”®?

(i)  Two other Tier 1 ISPs did not express a clear view on the Transaction.
One noted that it would depend at least partly on the Merged Entity’s
wholesale strategy and whether it provided access on attractive, fair
and non-discriminatory terms.”®3 The other noted that the Transaction
removes a network operator (ie Substantial) and that there may be an
impact on competition due to the overlap with VMO2/nexfibre. 78

(iii) A smaller ISP was broadly supportive of the Transaction as it
considered consolidation was needed to create a stronger national
competitor to Openreach, but did recognise that there was likely a loss
of local competition at the wholesale level and that the sector could end
in a ‘duopoly’ going into the next decade.”®

(c) Altnet investors:’8 One third-party investor was broadly positive saying that
consolidation was needed and that the Transaction supports the emergence
of a larger and more sustainable competitor to Openreach.’8” Another
investor was also broadly positive and said that it did not think the
Transaction reduced competition materially, that consolidation was expected
as the sector matures and that the Transaction makes the sector healthier
and more sustainable. 88

(d) Ofcom:

(i) Ofcom submitted that the Transaction presents a risk to its regulatory
strategy to promote network competition. This could mean potentially
significant benefits to consumers of network competition are not
realised in some areas where they could have otherwise occurred, and
a greater reliance on regulation to protect consumers (which is a
second-best compared to where competition drives outcomes).8°

call note: [$<]; Third-party submission: [<]; and Third-party response to the CMA’s phase 2 third-party questionnaire,
question 26: [<].

782 This ISP competes based partly on its own network and using third-party network. It has been included as an ISP as
its views were provided on the basis of its ability to access a wholesale option for its retail business. Third-party
submission: [¢<].

783 Third-party call note: [<].

784 Third-party call note: [5<]; Third party response to the CMA’s phase 2 third-party questionnaire, question 26: [$<].
785 Third-party submission: [6<]; Third-party call note: [6<]; Third party response to the CMA’s phase 2 third-party
questionnaire, question 26: [<].

786 An investor said consolidation was broadly deemed necessary and inevitable and could provide a catalyst to a more
functional market structure. Third-party call note: [<].

787 Third-party call note: [¢<].

788 Third-party call note: [$<].

789 Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 10.
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(i) Ofcom submitted that the Transaction directly and significantly reduces
the areas in which there is a third provider competing head-to-head with
Openreach and VMO?2. It stated that, given the local nature of
competition, the Transaction could result in less rivalry and competitive
pressure across the materially-sized area where the merging Parties’
networks overlap. 7%°

(e) Other submissions: In addition to the evidence gathered from stakeholders
within the industry (above), we also received a large number of submissions
from members of the public, including Members of Parliament,”®! and three
Combined Authorities. Almost all of these submissions expressed concerns
regarding the Transaction, primarily due to a reduction in the number of
network operators in the respondent’s local area and/or the impact on
consumer choice. 7%?

Provisional conclusion on horizontal unilateral effects in the supply of wholesale
fixed broadband

6.197

6.198

6.199

We consider that VMOZ2/nexfibre and Substantial (as owned by CityFibre) would
be close competitors in the supply of wholesale fixed broadband in the
counterfactual, both through direct wholesale competition, where they target the
same Tier 1 ISPs, and indirectly through competition between VMO2’s retail offer
and ISPs using CityFibre/Substantial’'s network.

The supply of wholesale fixed broadband is highly concentrated, and the
Transaction would increase that concentration, relative to the counterfactual, by
moving the Substantial footprint — which accounts for around a 14% overlap with
VMO2/nexfibre’s future FTTP footprint — from CityFibre to VMO2/nexfibre. This
would significantly reduce the extent of overlap between CityFibre and
VMO2/nexfibre, from around 32% to around 18%.793

Openreach would continue to impose an important constraint, but its wholesale
offer is shaped by regulation, and it does not replicate the competitive role that
Substantial (as owned by CityFibre) would play as an altnet wholesaler. CityFibre
would remain active post-Transaction but would be significantly weaker than in the
counterfactual, while other altnets are substantially smaller, more geographically
limited and less well placed to offer a comparable wholesale constraint. We
therefore provisionally consider that the constraints on the Merged Entity that

790 Ofcom response dated 18 September 2026 to the CMA’s RFI dated 15 September 2026, page 11.

791 During pre-notification, phase 1 and phase 2 we received over 80 submissions from members of the public and six
submissions from Members of Parliament.

792 Third-party submission: [6<]; Third-party submission: [¢<]; Third-party submission: [<] .

793 |n the counterfactual, this is around 32% of the VMO2/nexfibre’s future FTTP footprint excluding Substantial. Post-
Transaction, this is around 18% of the Merged Entity’s future FTTP footprint including Substantial.
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would remain post-Transaction would not be sufficient to offset the loss of
competition from the Transaction.

6.200 We therefore provisionally conclude that the Transaction may be expected to
substantially weaken wholesale competition compared to the counterfactual, by
transferring the Substantial footprint from CityFibre to VMO2/nexfibre, substantially
reducing the competitive pressure on VMO2/nexfibre to offer attractive wholesale
terms and worsening the wholesale offer available to ISPs.

6.201 In addition, we provisionally conclude that the Transaction would lead to a direct
worsening in the terms on which ISPs could access the Substantial footprint. This
is because access would be less certain for some ISPs and on the basis of
VMO2/nexfibre’s terms post-Transaction rather than on CityFibre’s terms. We
consider the impact on competitive outcomes at the retail level of the supply chain
below.

How would competitive effects in wholesale affect retail consumers?

6.202 We considered how this provisional conclusion on the impact of the Transaction
on competition at the wholesale level of the supply chain may have an impact at
the retail level of the supply chain.”%

6.203 The evidence shows that lower wholesale costs have a material impact on retail
prices. To the extent that the Transaction increases wholesale prices, we would
therefore expect retail prices of ISPs dependent on third-party wholesale access to
become materially less competitive compared to the counterfactual.”%®

(@) Providers such as CityFibre offer fees materially below Openreach, who
would be the only significant competitor to the Merged Entity post-
Transaction in the Substantial network area (see the section above
comparing VMO2/nexfibre and CityFibre’s wholesale offers).”%

(b) A high proportion of wholesale price changes are reflected in retail prices.
Whilst precise pass-through rates will always be subject to uncertainty, the
Parties’ analysis based on VMO2 internal documents indicates that, on
average, around [¢<] of wholesale cost changes are reflected in retail
prices.”¥"

794 CMA129 explains that unilateral effects giving rise to an SLC can occur in relation to customers at any level of a
supply chain, including at a wholesale level (paragraph 4.1). Our assessment of wholesale competition does not depend
on demonstrating any particular degree of downstream pass-through. Rather, our considerations in this section provide
context responsive to the concerns we have heard (as discussed in the section on Third-party views on the impact of the
transaction) about the Transaction’s impact on retail competition and end-consumers.

795 \/MO2 is vertically integrated, as was Substantial pre-merger. Other competitors in Substantial’'s network area largely
depend on wholesale access.

796 As set out in that section, CityFibre offers [$<]. [$<].

797 Parties’ submission, ‘Quantification of pro-competitive efficiencies’, 20 May 2026 (resubmitted as annex 1.011 to
FMN), paragraph section 2.4.
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6.204

6.205

(c) Because wholesale fees make up a significant proportion of retail ISPs’ cost
base where they do not own their own networks, 7 the overall impact on
retail prices is material. [$<].7®® Consistent with this, Substantial submitted
that deep wholesale discounts feed retail price pressure, [$<].800

(d) The resulting price impacts can materially affect retail providers’ strengths,
where they rely on wholesale access. As set out in nature of competition,
price is the main retail parameter of competition. This is also consistent with
our analysis of switching evidence set out above and some third-party
evidence. For example, Sky said wholesale discounts had driven [$<].8

As well as these price impacts, the evidence set out above shows that: (i) quality
of service is an important parameter of competition at the retail level;8°? and

(ii) generally CityFibre offers better-quality service to ISPs on some parameters
than VMO2/nexfibre. This includes better service on factors such as installations,
which will directly impact the customer experience and retail competition. For
example:

(@) A Tier 1 ISP said that the service quality and commitment to customer
experience offered by CityFibre was ‘[¢<] to those offered by VMO2 and
Openreach.83 The Tier 1 ISP listed [<], [¢<] and [$<] as examples of how
better wholesale service can be fundamental to customers’ overall
experience. 8%

(b) Another Tier 1 ISP said that the products and service level agreements from
CityFibre are better than from Openreach.8% The ISP said that when it has
access to independent wholesalers, competition is stronger and consumers
benefit because it allows it to offer better quality service as well as lower
prices and superior products. 80

In the counterfactual, Substantial’s network would be wholesaled by CityFibre to
ISPs including Sky, VodafoneThree and PXC. Therefore, in the counterfactual
these retail ISPs would benefit from CityFibre’s competitive wholesale offering
(both in terms of price and service quality, such as repair times and installation
performances) in the Substantial network area, enabling those retail ISPs to have
a more competitive retail offering in those areas. As a consequence, these retail

798 [8<]. Substantial's submission, ‘[¢<]’, 12 June 2026 (resubmitted as annex 1.009 to FMN), paragraph 36. Similarly, a
third party provided information on its entry retail prices and wholesale fees when supplied by CityFibre and Openreach,
respectively, which suggests wholesale fees are over 50% of that third party’s entry level retail prices. [¢<].

799 Sky response to the Areas of focus, 20 July 2026, paragraph 21.

800 parties, Phase 2 Teach-in slides (Substantial session), 15 July 2026, slide 9
801 Third-party call note: [<].

802 See the nature of competition chapter.

803 Third-party call note: [5<].

804 Third-party call note: [$<].

805 Third-party call note: [¢<].

806 Third-party call note: [5<].
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6.206

6.207

ISPs would place a greater constraint on VMOZ2'’s retail offering in the Substantial
network area in the counterfactual. 8’

We have also considered whether there could be any further impact of the
Transaction at the retail level from a loss of direct competition between VMO2 and
the eventual purchaser of YouFibre in the counterfactual.

As set out in our analysis of the counterfactual, we consider that the most likely
eventual purchaser of Substantial’s retail ISP (YouFibre) would have been [].
Under the counterfactual, [¢<] would have access to CityFibre’s network on the
Substantial footprint, and this would make the purchaser a strong retail competitor
to VMOZ2. The Transaction prevents this source of additional constraint from
arising, and absent such network access neither would be amongst the closest
competitors of the Parties. This mechanism is assessed in detail in our competitive
assessment above, and so we have not considered this further here (see
Appendix D for a more detailed assessment).

807 As set out in Appendix C, Table C.3, only around 1% of Substantial’s network is overbuilt by CityFibre. In contrast,
around 82% of Substantial’'s network overlaps with VMO2/nexfibre’s full footprint. Under the counterfactual, competing
ISPs would be granted access to Substantial’s network (including this significant area of overlap with VMOZ2) on CityFibre
terms, therefore increasing the constraint on VMO?2 significantly.
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7. COUNTERVAILING FACTORS

71 In this section we consider whether there are any countervailing factors which
could mitigate the initial effect of the Transaction on the supply of wholesale fixed
broadband in the UK.

7.2 As stated in CMA129, there are two main ways in which this could happen:
(i) through merger efficiencies, or (ii) through the entry and/or expansion of third
parties in reaction to the effects of a merger.8°® We consider each of these in turn.

Efficiencies

Introduction

7.3

7.4

7.5

CMA129 states that, whilst mergers can harm competition, they can also give rise
to efficiencies.?% Efficiencies arising from a merger may enhance rivalry, with the
result that the merger does not give rise to an SLC.81°

The CMA’s framework for assessing efficiencies, as set out in CMA129,
distinguishes between two types of efficiencies:®'

(a) Rivalry-enhancing efficiencies (REEs): efficiencies that change the incentives
of merger firms and induce them to act as stronger competitors to their rivals
— for example, by reducing their marginal costs giving them the incentive to
provide lower prices or a better quality, range or service. REEs may prevent
an SLC by offsetting any anticompetitive effect.

(b) Relevant customer benefits (RCBs): benefits to UK customers resulting from
a merger, other than through improved competition in the market related to
the SLC finding — for example, greater levels of innovation resulting from the
combination of unique assets of the merger firms applying to products other
than those where the firms compete. RCBs do not prevent an SLC, but may
be taken into account when the CMA considers options to remedy
competition concerns and whether any of the remedy options would result in
relevant customer benefits being realised.

In this section, we assess whether the efficiencies submitted by the Parties are
REEs, following the CMA’s framework. CMA129 states that in order for us to take
REEs into account, they must:

808 CMA129, paragraph 8.1.

809 CMA129, paragraph 8.1.

810 CMA129, paragraph 8.4.

811 CMA129, paragraphs 8.3-8.5.
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7.6

(@) enhance rivalry in the supply of those products where an SLC may otherwise
arise;

(b) be timely, likely and sufficient to prevent an SLC from arising;
(c) be merger-specific; and
(d) benefit customers in the UK.812

Most of the information relating to efficiencies, such as synergies and cost
reductions relating to a merger, is held by the merger firms.2'3 Accordingly,
CMA129 states that it is for the merger firms to demonstrate that the merger will
result in efficiencies.?'* Merger firms who wish to make efficiency claims are
encouraged to provide verifiable evidence to support their claims in line with the
CMA'’s framework.8'®

Efficiencies submitted by the Parties

7.7

The Parties submitted that the Transaction is pro-competitive, unlocking
£3.5 billion of investment in the UK and delivering significant REEs.?'® The Parties’
submissions include two key quantified channels which deliver these efficiencies:

(@) Creation of a scaled wholesale competitor to Openreach: The Parties
submitted that the Transaction creates a scaled wholesale competitor to
Openreach, unlocking wholesale competition in the UK for the first time.81”
The Parties submitted that this will result in benefits to ISPs through lower
wholesale rates over a larger footprint, and enhanced dynamic competition
through the creation of a scaled wholesale rival to Openreach.8'® This is the
Parties’ ‘primary’ efficiency and drives the large majority of their quantified
benefits.81°

(b) Faster HFC to FTTP migration: The Parties submitted that the Transaction
incentivises VMO2 to migrate customers from HFC to FTTP sooner than it
otherwise would.®° The Parties submitted that FTTP is a superior technology
offering improved reliability, faster speeds and lower energy consumption
and thereby delivering benefits to consumers. 8"

812 CMA129, paragraph 8.8.

813 CMA129, paragraph 8.7.

814 CMA129, paragraph 8.15.

815 CMA129, paragraph 8.7.

816 Parties’ response to the Areas of focus, 20 July 2026, paragraph 2.

817

Parties’ submission, 20 May 2026 (resubmitted as annex 1.011 to FMN), section 5.

818 Parties’ submission, [8<], 20 May 2026 (resubmitted as annex 1.011 to FMN), sections 3 and 5.

819 Parties’ response dated 31 July 2026 to the CMA’s RFI dated 10 July 2026 (P2-RFI2-Parties), question 1.
820 Parties’ submission, [8<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.6.

821 Parties’ response to the Areas of focus, 20 July 2026, paragraph 12.

141


https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://assets.publishing.service.gov.uk/media/6a7f0b371f783fe89daaa35e/Parties__joint_response__.pdf
https://assets.publishing.service.gov.uk/media/6a7f0b371f783fe89daaa35e/Parties__joint_response__.pdf

7.8

7.9

7.10

7.11

The Parties submitted that the magnitude of these efficiencies is substantial, with
the wholesale price reductions alone delivering directly quantifiable savings of up
to £/100-200] million by Year 5 and £[500-600] million by Year 10 post-
Transaction.82?

The Parties submitted that the Transaction will also give rise to further
unquantified benefits, as a result of:823

(@) VMOZ2 benefitting from Substantial’s expertise in cost-efficient fibre
deployment, customer connections, and broader network operation; and

(b) economies of scope from extending VMOZ2'’s leased line services onto the
Substantial footprint.

The Parties submitted evidence in support of their contention that each of these
claimed efficiencies is timely, likely, and merger-specific. They also submitted that
the combined benefits would be sufficiently large to offset any putative adverse
effects of the Transaction and will, conversely, increase competition. 824

In the following section we consider each of the efficiencies submitted by the
Parties.

Creation of a scaled wholesale competitor to Openreach (primary efficiency)

7.12

Parties’ submissions

The Parties submitted that the Transaction will result in a scaled wholesale
competitor to Openreach as a result of three mechanisms:82°

(@) Combining existing footprints: The Transaction combines the
VMO2/nexfibre (6.7 million premises) and Substantial (2.4 million non-
overlapping) FTTP footprints to create a total FTTP footprint of 9.1 million
premises. 826

(b) Targeted upgrades of 2.1 million VMO2 HFC premises ([¢<]): The
Transaction secures funding for nexfibre to upgrade 2.1 million VMO2 HFC
premises to FTTP. The Parties submitted that these premises have been
selected strategically to infill gaps in the existing Substantial footprint,
meaning that each additional premise upgraded here contributes

822 Parties’ response to the Areas of focus, 20 July 2026, paragraph 38.

823 Parties’ response dated 31 July 2026 to the CMA’s RFI dated 10 July 2026 (P2-RFI2-Parties), question 1

824 P2-RF|2-Parties, question 2.

825 p2-RF|2-Parties, question 1.

826 FMN, paragraphs 16, 595 and 932; P2-RF|2-Parties, question 1; and Parties’ response to the Areas of focus, 20 July
2026, paragraph 34.
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7.13

7.14

7.15

7.16

7.17

disproportionately to network density and therefore the commercial
attractiveness of VMO2/nexfibre’s network to ISPs. 87

(c) Remaining Fibre Up: The Transaction derisks and accelerates the upgrade
of up to 8.5 million remaining VMO2 HFC premises to FTTP.828 The Parties
submitted that the [$<] (ie the [Build Scenario C] scenario).®?°

The Parties submitted that the increased network scale (as a result of the three
mechanisms above) increases the likelihood of the Merged Entity securing
wholesale deals with ISPs, while absent the Transaction, [¢<] and therefore would
be [$<].83° The Parties submitted as evidence [$<].83'

Further, for any ISPs who may have joined the VMO2 network anyway in the short
term in the counterfactual (such as [¢<]), the Parties submitted that the
Transaction provides a larger network to join, resulting in wholesale rate savings
across a larger footprint. 832

Our assessment

As set out above, there are two aspects to the Parties’ primary efficiency claim:

(i) that the Transaction increases VMO2/nexfibre’s scale, and (ii) that this delivers
benefits for ISPs, who are more likely to wholesale from VMO2/nexfibre as a result
of the increased scale.

We assess these two aspects in turn below, and then present our provisional
conclusion.

Increasing VMO2/nexfibre’s scale

Combining the VMO2/nexfibre and Substantial FTTP footprints

We recognise that the Transaction results in a direct short-term increase in
VMO2/nexfibre’s FTTP scale through adding an extra 2.4 million non-overlapping
FTTP premises to their footprint. However, as set out in chapter 5, we provisionally
consider that VMO2 would continue to upgrade its network to FTTP in the
counterfactual and that, although the exact timing and extent of this is uncertain, it
would likely complete [¢<] within the next five years and [¢<] HFC footprint over
the next ten years (or shortly thereafter). As VMO2 completes these upgrades, the
incremental scale resulting from the Transaction would decline. If VMO2 were to
upgrade its entire HFC network to FTTP, the incremental FTTP footprint from the

827 Parties’ response to the Areas of focus, 20 July 2026, paragraph 34(ii).

828 p2-RF|2-Parties, question 1.

829 For more detail on this, see the discussion in chapter 5 on the counterfactual.

830 Parties’ submission, [¢<], 10 June 2026 (resubmitted as annex 1.006 to FMN), paragraph 20.
831 P2-RF|2-Parties, question 2.

832 Parties’ submission, [6<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.2-2.3.
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7.18

7.19

7.20

7.21

7.22

addition of the Substantial network would be just 0.6 million premises.833 We
therefore provisionally consider that the additional scale arising from combining
the Parties’ footprints is relatively limited and would not be sufficient to prevent an
SLC from arising. Further, we consider that VMO2/nexfibre are already of a
sufficient scale to compete in wholesale, regardless of future network expansion,
as set out in more detail below and in chapter 5.

Finally, we have provisionally found that Substantial would have been acquired by
CityFibre in the counterfactual. Therefore, we consider that premises in the
Substantial footprint would have been available for wholesale absent the
Transaction and that the Parties have not provided evidence to show that there
would be a clear benefit in this footprint being wholesaled by VMO2/nexfibre rather
than CityFibre. Our provisional conclusion is therefore that the benefit of
wholesaling the Substantial network is not merger-specific.

2.1 million Transaction-specific ([<]) upgrades

The incremental footprint scale arising from the [é<] upgrades depends on the
extent to which VMO2 would continue to upgrade its network in the counterfactual.
In line with the analysis set out above, we provisionally consider that all of the [<]
premises would have been upgraded, regardless of the Transaction, and therefore
that the additional scale arising from the [¢<] premises is not merger-specific.

Further, VMO2’s internal documents indicate that [5<] would not result in a [$<],83
[6<].83% The Parties also told us here that around [$<]% of the [¢<] premises [],
with [3<]% [2<].8%

We have also considered whether VMOZ2 and nexfibre could have reached
agreement on a similar arrangement to [¢<] (whereby nexfibre upgrades VMO2
HFC premises in return for wholesale fees), absent the Transaction. The Parties
told us that VMO2 and nexfibre had previously considered similar standalone
arrangements to the [<] upgrades, but that these discussions were put on hold
given that (i) [6<].8%

The Parties provided contemporaneous analysis to support their submission that
these alternative arrangements would not have [6<].838 The Parties stated that

833 Parties’ submission, [8<], 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.1.

834 [8<] (for example, VMO2 annex to P2-s109(01)-VMO2, page 9; VMO2 annex to P2-s109(01)-VMO2, page 8; and
VMO2 annex to P2-s109(01)-VMO2, page 3). [<] (‘[¢<], page 2).

835 See here VMO2 annex to P2-s109(01)-VMO2, page 2; VMO2 annex to P2-s109(01)-VMO2, page 11; and VMO2
annex to P2-s109(01)-VMO2.We understand that references to [<] in these documents relate to the [¢<] under [<] as
part of the Transaction). See Parties’ response dated 31 July 2026 to the CMA’s RFI dated 10 July 2026 (P2-RFI2-
Parties), question 3.

836 Parties’ response dated 10 August 2026 to the CMA’s RF| dated 4 August 2026 (P2-RFI3-Parties), question 10.

837 Parties’ updated consolidated response dated 21 May 2026 to the CMA’s RF| dated 12 May 2026 (P1-RFI2-Parties),
question 10).

838 nexfibre annexes to P2-RFI2-Parties
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relevant discussions therefore only recommenced in the context of the
Transaction, which provides a compelling strategic rationale for [¢<]and delivers
nexfibre a [¢<],8%° and that, absent the Transaction, [¢<].840

7.23  However, we do not consider that the evidence provided by the Parties sufficiently
substantiates their submissions that VMO2/nexfibre would be unlikely to reach
agreement on an arrangement similar to [<], absent the Transaction. Instead,
VMO2/nexfibre’s internal documents indicate that they previously engaged in
discussions regarding a standalone [<] over a number of months®' and [$<].84?
These documents indicate that [¢<] had been put on pause by July 2025,
alongside [¢<], but do not contain evidence to indicate that this was due to [¢<].843
We also note that the Parties told us for context here that [$<].844

7.24  Further, as set out in our discussion of the VMO2/nexfibre counterfactual in
chapter 5, we provisionally consider that nexfibre would have remained an active
network operator in the counterfactual, that VMO2 would have continued to be
incentivised to upgrade its HFC network to FTTP, and that nexfibre Board and
investor documents produced in the context of the Transaction indicate that they
consider a brownfield upgrade model to be a commercially attractive proposition.
We therefore consider that, taken in the round, the evidence indicates that VMO2
and nexfibre would be likely to reach agreement in relation to some form of
nexfibre-funded HFC upgrades, absent the Transaction.

7.25 We therefore do not consider that the Parties have provided sufficient evidence at
this stage to demonstrate that these arrangements (and the resulting scale) are
merger-specific, because (i) the evidence indicates that these premises would
likely have been upgraded in any event, absent the Transaction, and (ii) the

839 Parties’ updated consolidated response dated 21 May 2026 to the CMA’s RF| dated 12 May 2026 (P1-RFI2-Parties),
question 10).

840 |n particular, the Parties commented here on the [$<], absent the Transaction. See Parties’ submission.

841 For example, nexfibre Board documents from December 2024 and January 2025 indicate that [¢<] was being
considered at around this time, see nexfibre annex to P2-s109(01)-nexfibre, paragraph 6.10 (based on nexfibre’s wider
Board document set, we understand here that the ‘brownfield proposal’ refers to [¢<]); and nexfibre annex to P2-
s109(01)-nexfibre, page 11. This is also reflected in VMO2 Board documents from around the same time: VMO2 annex
to P2-s109(01)-VMO2, pages 3-4; and VMO2 annex to P2-s109(01)-VMO2, pages 35-40.

842 For example, a document produced for VMO2’s Executive Committee in March 2025 indicates that [5<]. The
document categorises [¢<] with an amber ‘RAG’ rating, states that the parties were targeting a go/no go decision by the
end of May and were working through commercial discussions of a number of points with ‘16 of 18 “priority” items
completed since last update’ (page 3). P2-s109(01)-VMO2, pages 3, 5, 20, 22. We note that this document appears to
post-date the sensitivity analysis provided by the Parties.

843 VMO2 documents from prior to the Transaction frame [$<] as being paused, rather than permanently stopped. For
example, a VMO2 Board document from July 2025 describes [¢<] as paused, alongside [6<] (VMO2’s NetCo project).
P2-s109(01)-VMO2, page 54. [¢<] (and [<]) continue to appear as on pause in VMO2 documents following this (see P2-
s$109(01)-VMO2, page 16), with documents indicating that it was only removed in around November 2025 (P2-s109(01)-
VMO2, page 16). VMO2 documents indicate that its Board had already begun considering the Transaction at this point,
with [6<] appearing in Board documents from at least September 2025 (ie prior to this; see P2-s109(01)-VMO2, page
13).

844 Parties’ updated consolidated response dated 21 May 2026 to the CMA’s RF| dated 12 May 2026 (P1-RFI2-Parties),
question 10.
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7.26

7.27

7.28

7.29

7.30

7.31

Parties have not provided sufficient evidence that a similar arrangement between
nexfibre and VMO2 would not have been reached absent the Transaction.

Remaining VMO2 Fibre Up

We consider that the Parties have not, at this stage, provided clear or
substantiated evidence to support their claims that the Transaction derisks or
accelerates Fibre Up, including in the face of increased financial challenges.

In particular, we consider that, while the Transaction would generate cash for
VMQO2 (as a result of the £1.1 billion payment from VMO2 to nexfibre),®° VMO2's
internal documents do not contain any evidence to indicate that this would
materially accelerate or otherwise derisk VMOZ2'’s remaining Fibre Up programme.
In fact, VMO2'’s internal documents indicate that it has been considering a [¢<].846
Further, documents include commentary regarding the [$<].847

We therefore consider that the Parties have not provided sufficient evidence that
this claimed efficiency is timely or likely. We have also provisionally found that
most or all of these upgrades would occur absent the Transaction, such that this
benefit is not merger-specific.

ISPs will benefit from discounted wholesale rates across the expanded post-
Transaction footprint

The Parties submitted that, as a result of this increased scale, key ISPs would be
more likely to join the VMO2/nexfibre network and would therefore benefit from
discounted rates (in comparison to Openreach) across a larger footprint, delivering
rivalry enhancing savings. 848

As set out above, we consider that the evidence does not indicate that the
Transaction would materially increase VMO2/nexfibre’s network scale in the
medium to long-term, given that VMO2 would likely continue with its network
upgrades in the counterfactual, resulting in a merger-specific increment of only 0.6
million non-overlapping premises. In any event, we do not consider that the Parties
have provided evidence to indicate that ISPs would be more likely to join the
VMO2/nexfibre network with the Transaction.

In fact, evidence received by the CMA indicates that VMO2/nexfibre were already
in [8<] prior to the Transaction being made public.84° Further, both [6<] have

845 For more detail on the Transaction structure and relevant payments, see chapter 2 on the Parties, Transaction and

rationale.

846 See here VMO2 annex to P2-s109(01)-VMO?2, page 17; P2-s109(01)-VMO2: page 14 and 17; and P2-s109(01)-
VMO2, pages 31 and 34, which notes that [¢<], as well as documents referenced above regarding VMOZ2’s build pace.
847 See for example, P2-s109(01)-VMO2, pages 3-4; P2-s109(01)-VMO2, pages 11 and 19; P2-s109(01)-VMO2, pages
155-157; and P2-s109(01)-VMO2, pages 14-17.

848 Parties’ response to the Areas of focus, 20 July 2026, paragraphs 38-39.

849 See Appendix B.
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7.32

7.33

already agreed wholesale deals with network operators of a smaller or similar size
than VMO2/nexfibre,®%° and ISPs told us that they consider that VMO2/nexfibre is
already of sufficient scale and that their interest in a wholesale deal is not
materially affected by the Transaction.8%' The evidence also indicates that network
density is not a central factor in the attractiveness of a wholesale offering to

ISPs. 852

Our provisional conclusion on the Parties’ primary efficiency

Based on the assessment above, our provisional conclusion is that the Parties’
primary efficiency does not meet the criteria set out in CMA129. In particular:

(@) Increased scale: The evidence does not indicate that this would be timely,
likely or merger-specific. In particular, the Parties have provided very limited
evidence to indicate that the Transaction materially accelerates or derisks
VMOZ2'’s Fibre Up programme. Instead, we consider that VMO2 would
continue to upgrade its network at a relatively similar pace in the
counterfactual. Any incremental scale is therefore largely limited to the
c¢.0.6 million non-overlapping Substantial premises, which would in any event
be wholesaled by CityFibre in the counterfactual.

(b) Increased likelihood of agreeing wholesale deal: As set out above, we
consider that there is very limited evidence to demonstrate that the
Transaction would result in a material increase in VMO2/nexfibre’s network
scale in the medium to long-term or in their appeal to ISPs (noting here, as
set out above, that we consider that VMO2/nexfibre are already of a sufficient
scale for wholesale purposes). We therefore do not consider that the
Transaction is likely to result in more ISPs joining or benefiting from the
network. This is consistent with evidence from ISPs and their past behaviour.

We therefore do not consider that the Parties have provided verifiable evidence to
demonstrate that the Transaction materially increases the competitive strength of

VMO2/nexfibre as a wholesale provider such as to offset the loss of competition in
the supply of wholesale fixed broadband resulting from the Transaction.

850 [3<] which has a footprint of [6<]. (Third-party call note:) and with [$<] which has a footprint [<]. (Third-party call
transcript). [<] has a partnership with CityFibre (Third-party call transcript).

851 Third-party call note: [¢<]; and Third-party call note: [$<].

852 See here the more detailed discussion on wholesale negotiations and parameters of competition in chapter 4 on the
nature of competition).
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Faster HFC to FTTP migration for VMO2 customers (second quantified efficiency)

Parties’ submissions

7.34  The Parties submitted that the Transaction incentivises VMO2 to migrate
customers from HFC to FTTP.8%3 This is a result of the synthetic wholesale
availability fee included within the Transaction Agreement which effectively means
that VMO2 pays a wholesale fee even where its customers are not actually using
nexfibre fibre.8%

7.35  The Parties submitted that this accelerated migration of VMOZ2'’s customers to
FTTP would enhance rivalry through increasing the competitive pressure posed on
other retail ISPs. 855

Our assessment

7.36  We consider that this claimed efficiency is primarily relevant to retail competition,
and would not materially impact the strength of the Parties’ wholesale offering
(noting that the HFC to FTTP upgrade itself is covered by the Parties’ primary
efficiency above) We therefore do not consider that this channel would prevent an
SLC in the supply of wholesale fixed broadband to ISPs.8%

7.37 In any event, we consider that these primarily appear to be RCBs, rather than
REEs, given that the benefits submitted by the Parties relate to increased speed
and reliability for customers (the latter of which makes up the entirety of the
Parties’ quantified benefits in relation to this channel),?%” as well as wider
environmental benefits. The Parties commented that this would place competitive
pressure on other ISPs as a result, 3% but have not provided any evidence on this,
including regarding why it is timely, likely or sufficient.%°

7.38  We therefore provisionally consider that these efficiencies do not meet the criteria
set out in CMA129 such as to prevent an SLC in the supply of wholesale fixed
broadband.

853 Parties’ response to the Areas of focus, 20 July 2026, paragraph 41.

854 Parties’ submission, 20 May 2026 (resubmitted as annex 1.011 to FMN), section 2.6.

855 Parties’ submission, 20 May 2026 (resubmitted as annex 1.011 to FMN), section 7.4.

8% Ag stated in CMA129, REEs must enhance rivalry in the supply of those products where an SLC may otherwise arise.
CMA129, paragraph 8.8.

857 e £17 million estimated benefits to customers as a result of fewer service outages on FTTP in comparison to HFC
and therefore reduced customer downtime. Parties’ submission, 20 May 2026 (resubmitted as annex 1.011 to FMN),
page 2.

858 Parties’ submission, 20 May 2026 (resubmitted as annex 1.011 to FMN), page 4, Table 1.

859 \We have not received any evidence to demonstrate that FTTP is materially more attractive to customers than HFC,
and indeed the Parties told us here that these technologies belong in the same retail product market (Parties’ response
to the Areas of focus, 20 July 2026, paragraph 160).
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Unquantified efficiencies

7.39

7.40

7.41

The Parties submitted that the Transaction would result in further unquantified
efficiencies, including (a) build efficiencies (with VMO2 learning from Substantial’s
build and connection approach to improve its own approach); and (b) economies
of scope (as the Merged Entity would have a strong incentive to extend the
availability of leased line services onto Substantial’s fibre footprint). 860

However, we consider that the Parties’ supporting evidence for these efficiencies
is very limited, particularly regarding the magnitude (and therefore sufficiency) of
any impact. For example, on (a) we consider that there may be some best practice
learnings or knowledge transfers between the Parties as a result of the
Transaction, but that the Parties have not provided any evidence regarding the
scale of these benefits, which we consider would likely be limited given the
different nature of extensions to the VMO2 and Substantial networks (ie HFC
upgrades versus greenfield FTTP build). Meanwhile, the benefits arising from

(b) primarily appear to relate to leased line customers. We do not consider that the
Parties have provided verifiable evidence here as to how these efficiencies would
benefit wholesale customers or what the magnitude of these benefits to wholesale
customers would be.

We therefore do not consider that the Parties have provided verifiable evidence to
demonstrate that these efficiencies meet the CMA’s framework such as to prevent
an SLC (including the magnitude of such benefits, and therefore whether they
would be sufficient to prevent an SLC from arising).

Provisional conclusions

7.42

7.43

Based on the evidence that we have received, and the analysis of that evidence
presented above, it is our provisional view that the Parties’ claimed efficiencies do
not meet the criteria set out in the CMA’s framework (ie timely, likely, sufficient,
and merger-specific).

It is therefore our provisional view that the Parties’ claimed efficiencies will not
enhance rivalry such that the Transaction does not result in an SLC.

Entry and expansion

7.44

In its competitive assessment, the CMA may take into account entry and/or
expansion plans of rivals who will enter or expand irrespective of whether the
merger proceeds. However, any analysis of a possible SLC includes consideration
of the direct responses to the merger by rivals, potential rivals and customers. If
effective entry and/or expansion occurs as a result of the merger, the effect of the

860 p2-RF|2-Parties, question 1.
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merger on competition may be mitigated. In these situations, the CMA might
conclude that no SLC arises as a result of the merger. 86"

7.45  The Parties submitted that the Transaction is not likely to cause any specific entry
or expansion in the altnet market.26? More broadly, the Parties submitted that the
prevailing conditions in the altnet sector are those of market retrenchment, with
limited network roll-out and a scale back of existing build programmes. 863
However, the Parties have noted that Openreach is continuing to expand its FTTP
network, with plans to cover 25 million premises by the end of 2026 and ultimately
reaching 30 million premises. 864

7.46  In our competitive assessment, we have assessed the entry and expansion plans
of Openreach and altnets. The evidence we have received is consistent with the
Parties’ submissions: whilst Openreach continues to expand its FTTP network,
altnet expansion within the Parties’ footprint is expected to be very limited over at
least the next five years.86® We also asked third parties whether their expansion
plans are contingent upon any key factors. There is no indication that altnets’
expansion plans are impacted by the Transaction. 856

7.47  We therefore provisionally conclude that any countervailing entry or expansion
would not be timely or sufficient to prevent the SLC from arising.

861 CMA129, paragraph 8.28.

862 Parties, FMN, paragraph 916.

863 Parties’ response to the Areas of focus, 20 July 2026, paragraph 6.

864 Parties’ response to the Areas of focus, 20 July 2026, paragraph 49.

865 See competitive assessment chapter, section on market structure. While almost all altnets that responded to our
questionnaire told us they had some pre-existing plans to expand, these plans are generally limited in nature, have some
uncertainty (eg as the altnet is seeking funding), do not overlap with the Parties’ footprints and/or involve expansion by
an altnet that is not active in wholesale. In particular: (i) [¢<] may engage in further expansion (via M&A or new build), but
this is uncertain (see competitive assessment chapter, section on market structure); (ii) [$<] is active in wholesale and
seeking to expand its network of [<] which it anticipates will overbuild VMOZ2’s network, albeit it is engaging with capital
markets to secure funding; (iii) [¢<] has funding to add ¢.170,000 homes with some overbuild with VMO2 and
Substantial, however, it is not active in wholesale; (iv) [¢<] is planning to do some limited build (total of c.24,000
premises) via the BDUK contract, but does not plan to overbuild the Parties; and (v) [¥<] is planning a very small amount
of build via BDUK (c.4.000 premises) with none of it overlapping the Parties footprints. Third party responses to the
CMA’s phase 2 third-party questionnaire: [¢<]. Appendix D Annex A contains a list of third-party responses to the CMA’s
phase 2 third-party questionnaire.

866 Third party responses to the CMA’s phase 2 third-party questionnaire: [<].
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8.1

PROVISIONAL CONCLUSIONS

As a result of our assessment, and based on the evidence that is set out above
and in the appendices to this Interim Report, we have provisionally concluded that:

(a) the anticipated acquisition of Substantial by nexfibre has resulted in the
creation of an RMS; and

(b) the creation of that RMS may be expected to result in an SLC in the supply of
wholesale fixed broadband services in the Parties’ combined FTTP network
footprints.
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9.

9.1

9.2

9.3

NEXT STEPS

This is not our final decision on the statutory questions, and we invite any
interested parties to make representations to us on these provisional findings by
no later than 5pm on Friday 23 October 2026. We will consider submissions
received in response to this Interim Report, along with any further evidence
received following the Interim Report, and whether our provisional assessment
should be altered in the light of these.

As a result of the provisional SLC identified, we will consider possible remedies to
address the SLC in parallel with considering any submissions received in
response to this Interim Report. The Parties are required to confirm to the CMA
whether they intend to submit a completed Phase 2 Remedies Form (Remedies
Form) within three working days of publication of this Interim Report.

In order to propose possible remedies for the Inquiry Group’s consideration, the
Parties are required to submit a Remedies Form by no later than 5pm on Friday
16 October 2026. Following submission by the Parties of the Remedies Form (or
confirmation by the Parties that they do not intend to submit such a form), the
CMA will publish an Invitation to Comment on Remedies in order to consult on
possible action to remedy, mitigate or prevent the SLC and the resulting adverse
effects provisionally identified. (For more information on the phase 2 remedy
process, see chapter 12 of Mergers: Guidance on the CMA'’s jurisdiction and

procedure (CMA2).)
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