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Introduction from the BTCC Chair

Our last report covered the period to 30 June 2020. This report covers from 1 July 2020 to 30 June 2021. By any
measure this has been an exceptional year. Covid-19 has affected all of us, and | wish to start by recognising the
contribution that our colleagues across BT Group have made to help keep the nation connected at this critical time.
From our perspective, we have seen BT and Openreach responding well to the pandemic, adhering to the spirit and
letter of the Commitments as they developed at pace new ways of working which enabled them to deliver for their
customers while protecting their employees.

As in previous years, our monitoring approach has focused on the key issues facing Ofcom, industry, and other
stakeholders: Digital Communications Review Outcomes; Openreach Governance; and Compliance with the
Commitments.

Against the backdrop of the substantial operational and financial challenges BT has faced this year, the scale of BT’s
increasingly ambitious commitment to build full fibre to the premises and the speed of Openreach’s network rollout is
significant. In March 2021, BT’s Chief Executive described Ofcom’s Final Statement on the Wholesale Fixed Telecoms
Market Review as the regulatory greenlight for Openreach to ramp up the rate of delivery of FTTP to 3 million
premises per year. By April 2021, Openreach’s network build was reaching 33% more properties per week than at the
same time last year. BT’s confidence in Openreach’s ability to deliver the FTTP rollout successfully manifested itself in
its 13 May 2021 announcement that it was increasing its commitment to funding Openreach’s FTTP rollout plans by 5
million to cover 25 million premises by December 2026, including more people in rural communities. And in June
2021, Openreach’s FTTP network passed 5 million properties.

In parallel, we have also seen continued progress with Openreach’s physical infrastructure access product set. We
were pleased to note that Openreach is focused on the challenges of delivering service levels at the scale that will
provide alternative network providers the opportunity to deliver on their ambitions to build fibre across the UK

BT’s operational delivery of the Broadband USO has improved over the course of the year and delivery targets are
being met. We were pleased to learn recently that BT and Ofcom have reached agreement on the methodology for
calculating customer quotes, and that Ofcom has recently decided to suspend the regulatory compliance
investigation it opened in October 2020 on the basis of BT’s assurances that it will take steps to mitigate the consumer
harm it had identified with the methodology that BT has been using previously. We note that while the number of
premises without decent broadband is decreasing, there will still be a proportion that cannot be economically served
as BT delivers on the USO. We hope all stakeholders will be able to work constructively to find alternative technology
and funding solutions for premises facing very high excess costs to bring them a decent broadband service.

As we have continued to monitor the key interactions between BT and Openreach (financial planning, strategy
development and Openreach commercial decision-making), we have noted that, overall, the engagement of BT and
Openreach people is mature and the processes are embedded and working well, with the key anchor points in each
process operating as anticipated. We have observed that BT has a very high degree of confidence in Openreach and
its leadership (including its Board) to build the FTTP network as an independent business within the BT Group, with
BT’s role being to set the high-level targets it wants to see the UK benefit from and that it expects as an investor, and
with the operational and delivery issues managed by Openreach as the experts in network deployment.

To ensure stakeholders can have confidence that our monitoring work is effective, the Commitments Assurance
Office has implemented its action plan following last year’s review by the monitoring trustee team in Smith &
Williamson to identify areas of good practice and possible improvements. Enhancements include revision of its deep
dive monitoring framework, introduction of an internal Commitments Monitoring Tool, mapping of key control owners
and, with BT, measures to enhance confidence in our ability to monitor key information sharing.

We continue to review potential Commitments breaches and process non-conformances. The number and nature of
cases referred to us this year remains low. However, experience shows these breaches tell us little about the extent to
which the Commitments are embedded in the minds of BT people. Issues relating to BT behaviours which may be
indicative of the culture in BT, such as those raised with us last year by the Chair of the Openreach Board Audit, Risk
and Compliance Committee tell us much more. While, on investigation, we found none of these were actual breaches
nor did they suggest concerns about people’s commitment to doing the right thing, we did identify that in some
instances the Commitments had not been as front of mind as we would have liked. As a result, at the BTCC’s request,
BT’s then Director of Regulation took a paper to BT’s Executive Committee to remind them of the continued
importance of living up to the Commitments. Matters such as these may not be brought to our attention by BT people
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because they are not breaches, or because the individuals in question may not have appreciated the Commitments
angle. It is therefore helpful when Openreach colleagues and other stakeholders raise their concerns with us so that
we can investigate accordingly and we take comfort that the OBARCC will share any issues it identifies with us
promptly, knowing that we will investigate them seriously. We also want to hear from our other stakeholders about
how they perceive BT to be living up to its Commitments, and we encourage them to contact us via the CAO.

For our part, we have significantly increased the time we spend at our meetings hearing from stakeholders. We have
found that speaking with and listening to them is the best way to calibrate BT’s commitment to the governance
framework, the culture in BT, and to assess if the Commitments are working as intended, especially given the very few
breaches and the lack of insight they provide. Internally, we have heard from representatives of BT Group, Consumer
and Enterprise, and Openreach. External to BT, having heard from Sky UK in May 2020, over the last year we have
discussed progress with the Office of the Telecommunications Adjudicator, and we heard from Zen Internet and
Ofcom at our meeting in November 2020.

We are pleased to see that over the last year, BT has undertaken —and is continuing with — several initiatives to ensure
the Commitments remain embedded with appropriate consideration of Openreach’s position. These include further
training — especially for recent joiners to BT, on the Commitments’ purpose and intent, and the introduction of a
Compliance Framework that has an increased focus on mitigating the risk of undermining Openreach’s greater
independence and equal treatment of customers. These appear to be bearing fruit, with fewer instances of concern
raised this year. In the same vein, new Executive Committee members have received bespoke one-to-one
Commitments inductions. As BTCC Chair, | have had introductory meetings with them and the Committee will be
hearing from them over the course of the next few BTCC meetings.

The fact that in a year when BT has faced significant challenges, we have seen such significant progress on fibre
investment, few compliance concerns, and improvements in culture and behaviours in BT, is no reason for allowing
complacency to creep in. As we enter our fourth year of monitoring BT and as BT’s commercial ambitions and
stakeholders’ expectations evolve, we need to continue to be rigorous in our monitoring to ensure BT lives up to its
commitments, the culture of respect for the governance framework endures and the Commitments remain relevant.
We anticipate three key focus areas in the coming year:

e FTTP Commercialisation. Following BT’s FTTP investment commitment, we will be paying greater attention to
monitoring how BT Group (in its parent company role) engages with Openreach on the commercialisation of
FTTP products. Where Openreach develops proposals relating to pricing, commercial terms or initiatives
seeking to incentivise CPs to encourage consumers to move to FTTP-based services which need to be
considered by BT, we expect these to follow the Commercial Processes Guidance Note.

e BT senior leadership changes. Recent months have also seen new senior leadership in BT, organisational
design changes including the establishment of new units, and refreshed commercial ambitions. We will look to
see that this evolution is managed in line with the Commitments, i.e. with role clarity and effective working
relationships with Openreach that continue to respect the balance between Openreach’s greater
independence and BT’s parent company responsibilities. We look forward to hearing from BT’s Chief Digital &
Innovation Officer and new Enterprise CEO at forthcoming BTCC meetings.

¢ Keeping the Commitments current and front of mind. While we have been pleased to see BT actively
addressing how to keep the Commitments current and front of mind, as we enter our fourth year, we need to
maintain vigilance here, against the backdrop of changing personnel and commercial ambitions. We have
asked for an assessment at our next meeting of the extent to which the lessons learned from the issues raised
by the OBARCC Chair last year have been —and remain — addressed. We also welcome BT’s plans, together
with Openreach, to refresh the suite of guidance notes on key processes to keep them current. We will monitor
progress and ensure they are re-published to stakeholders to provide transparency. We also look forward to
seeing the output from BT’s and Openreach’s next cultural maturity survey, anticipated for early 2022.

We met four times last year and will do so again this year. The duration of our meetings will be extended this year so
that in addition to fully meeting our Commitments monitoring remit, we can provide oversight of how BT meets its
responsibilities to treat customers fairly. This additional remit formally took effect from 1 April 2021.

Finally, | would like to take this opportunity to express our thanks to Mike Inglis who left us in July for his contribution
to the work of the BTCC since its inception in 2018, and to welcome Sara Weller who joined the BTCC in May 2021.

Isabel Hudson, BTCC Chair
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1. About us: the BT Compliance Committee and the
Commitments Assurance Office

1.1. The BT Compliance Committee (BTCC)

1.1.1. BTCC status and Terms of Reference

The BTCC is responsible for monitoring whether the Openreach governance model is working as expected and
whether this supports achieving appropriate outcomes for consumers and industry. It assesses whether Openreach is
able to act with appropriate independence while BT is properly able to fulfil its parent company duties. Under its terms
of reference the BTCC reviews BT’s compliance with the letter and spirit of the Commitments made as part of
Ofcom’s 2017 Digital Communications Review (DCR) and reviews the culture and behaviours of colleagues. The
committee is supported by the CAO. Established initially as a sub-committee of the BT Group plc Board, Audit & Risk
Committee, on 15 April 2021 the BTCC became a Committee of the BT Group plc Board.

In order to enhance BT’s commitment to protecting the interests of consumers and a culture of consumer fairness
that further builds trust with stakeholders, the BT Board decided to widen the remit of the BT Compliance Committee
from 1 April 2021 to include oversight of consumer fairness matters on its behalf. We now also monitor whether BT is
living up to Ofcom’s consumer fairness principles, whether the culture and behaviours of colleagues are conducive to
BT being trusted to treat customers fairly, and the extent to which BT is meeting the desired outcome of being
trusted. The duration of our meetings will be extended this year to ensure that in addition to fully meeting our DCR
Commitments monitoring remit, we can additionally provide oversight of how BT meets its responsibilities to treat

customers fairly.

1.1.2. BTCC Membership and attendance

Under our terms of reference the BTCC comprises at least three BT Group plc hon-executive directors.

During this year, the BTCC welcomed two new members:

¢ Sirlan Cheshire, who was appointed to the Board of BT Group plc in March 2020, and joined the BTCC in July
2020. lan was chairman of Barclays Bank UK until December 2020 and a non-executive director of Barclays
until May 2021. He was previously group chief executive of Kingfisher and senior independent director and
remuneration committee chair of Whitbread. He was also previously chairman of Debenhams and the lead
non-executive director for HM Government and former chairman of the Corporate Leaders Group on Climate
Change. lan is chairman of Spire Healthcare Group, and chairman of Menhaden, a UK investment trust.

e SaraWeller CBE, who was appointed to the Board of BT Group plc in July 2020, and joined the BTCC in May
2021. Sara also observed our meetings in February and April 2021. Sara’s previous roles include managing
director of Argos and various senior positions at J Sainsbury, including deputy managing director. Sara served
on the board of J Sainsbury plc between 2002 and 2004. Sara was a non-executive director of Lloyds Banking
Group until May 2021 and United Utilities Group until July 2020, and the lead non-executive director at the
Department for Work and Pensions until April 2020. She has also previously been non-executive director of
Mitchells & Butlers and held senior management roles at Abbey National and Mars Confectionery.

In July 2021, Mike Inglis stood down as a non-executive director of BT Group plc. We would like to take this
opportunity to express our thanks to Mike for his contribution to the work of the BTCC since its inception in 2018.

In the period covered by this Annual Review the BTCC met four times, in July and November 2020 and February and
April 2021.

Membership and attendance at meetings this year was as follows:


https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/terms-of-reference
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/terms-of-reference
https://www.ofcom.org.uk/about-ofcom/latest/media/media-releases/2019/broadband-and-phone-firms-put-fairness-first
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/terms-of-reference
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Member Eligible to attend Attended
Isabel Hudson (Chair) 4 4
lan Cheshire 4 4
Mike Inglis 4 4
Allison Kirkby @ 4 3

a2 Allison was unable to join one committee meeting during the year due to other business commitments and provided her comments to the committee
chair ahead of the meeting

You can find more information on the members on the BTCC website.

1.1.3. How we operate

The BT Group plc Company Secretary or her appointed delegate acts as secretary to the committee, and attends all
meetings and provides advice and support as required. In addition, the BT Group plc Chairman, Group Director
Regulatory Affairs, Group General Counsel and the Directors of the CAO and Openreach’s Commitments Monitoring
Office (CMO) attend all meetings as invitees. In May 2021, Sabine Chalmers became Group General Counsel and
Group Regulatory Affairs Director following Cathryn Ross’s departure from BT.

1.1.4. Our accountabilities

We account to the BT Group plc Board as follows:

e The BTCC Chair provides a short oral update to the BT Group plc Board after each committee meeting;

e The BT Group plc Board receives copies of the BTCC’s minutes; and

e The BTCC participatesin BT’s annual Board Committee effectiveness review which assesses how the BTCC is
performing in delivering against its Terms of Reference, and indirectly how the CAQO is doing in discharging its
role and responsibilities.

The BTCC meets its accountability to Ofcom in the following ways:

e BTCC meeting agendas are shared with Ofcom’s Openreach Monitoring Unit (OMU) one week before our
meetings, and we send the minutes of each meeting of the committee in relation to compliance with the
Commitments and the Governance Protocol to the OMU;

e  Onour behalf, the CAO informs the OMU of the BTCC’s decisions in relation to breach cases and non-
conformances with policy within two weeks of each meeting;

e The BTCC Chairis interviewed annually by Ofcom (this is part of a series of interviews with senior leaders
across BT and Openreach) ahead of the publication of Ofcom’s annual implementation review; and

e The BTCC publishesiits bulletin after each meeting, and its Annual Review of its work for the year.

1.1.5.  Our monitoring approach

We have adopted BT’s list of the key issues facing Ofcom, industry and other stakeholders to frame what we do:

How well is the sector delivering to the needs of UK customers, businesses and the UK economy?
How is the sector delivering the outcomes sought by the DCR as a whole?

Is the governance model addressing Ofcom’s concerns about strategic
independence through vertical integration?

Compliance with the Commitments
Is BT doing what it said it would do?


https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/publications-and-dcr-documents
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We fulfil our monitoring role by assessing the extent to which the outcomes for consumers and industry that BT and
Openreach, Ofcom, CPs and other stakeholders want to see are being achieved. This includes investment in fibre
networks, availability of decent broadband, and quality of Openreach service. We report on progress on DCR
outcomes in section 2.

To support the delivery of good DCR outcomes, Openreach governance must work as intended, such that Openreach
is able to act with appropriate independence within BT Group, while BT is properly able to fulfil its Parent Company
responsibilities. We have taken a risk-based approach to our compliance monitoring, with our main focus being on the
operation of the processes which may impact on whether the right balance of Openreach’s greater independence and
BT’s Parent Company oversight is being achieved. We report on this in section 3.

We monitor BT’s compliance with the Commitments and Governance Protocol and consider at each meeting the
breach cases reported to us. We report on compliance in section 4. Consistent with the trend we observed last year,
the breach cases we reviewed were few in number and mostly trivial in nature. We find these cases and the reports we
receive on compliance with the letter of the Commitments tell us little about the culture in BT and the extent to which
BT people are living up to the spirit of the Commitments. We have therefore increased the time spent at our meetings
on stakeholder engagement, as we find that hearing from key individuals provides far better insight into whether BT is
living up to the spirit of the Commitments and the governance framework is being respected. In the last year, we have
heard from senior management in Risk, Compliance & Assurance, BT Group Internal Audit, the BT Customer Facing
Units (CFUs) and Openreach. We also received external stakeholder perspectives; over the last year we have
discussed progress with the Office of the Telecommunications Adjudicator (OTA2), and we heard from Zen Internet
and Ofcom at our November 2020 meeting. In addition the BTCC Chair is in regular contact with the Chair of the
OBARCC who will raise with her any Openreach concerns, which gives us additional confidence that we are hearing
about the issues that matter.

Below is an overview of how we allocated time at our meetingsin 2020/21 to different areas of focus. This shows:

e increased focus on stakeholder engagement (29%, up from 12% last year), reflecting the range of guest
speakers and stakeholders that have attended our meetings to share their perspectives on how the
Commitments are working in practice;

e lesstime was spent on financial planning and strategy development (down from 14% to 5%), breaches
(down from 7% to 3%) and other deep dives (down from 10% to 8%) consistent with the Commitments and
the Guidance Notes becoming embedded and key processes maturing as between BT and Openreach; and

e other categories have remained broadly the same as last year.

BT Progress Updates
(including Guidance Notes) Stakeholfler Bzl il
16% 29%

Other CAO Monitoring
and Reporting
18%

Cultures & Behaviours
9%

Quick Checks, Breaches and
Remedial Actions

Financial Planning and

3% Strategy Development
5%
Information Sharing, ISAs and
Communications Regulatory Other Deep Dives
Compliance Monitoring 8%
12%
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1.2. The Commitments Assurance Office (CAO)
1.21. The CAO’s way of working

The CAO supports the BTCC. Its monitoring and reporting to the BTCC includes investigating complaints and
conducting Quick Checks into matters raised by CPs, Ofcom, or other stakeholders. It undertakes assurance reviews
and deep dives on matters such as the financial planning and strategic development processes. It reviews breach
reports received from BT. It can also institute Quick Checks and investigations on its own initiative. The CAO works
closely with Openreach’s CMO, particularly on matters which involve an interface between BT and Openreach. The
CAO has continued to meet with Ofcom’s OMU to report on its work approximately monthly this year.

You can find out more about the CAO onits team page. The CAO’s Operating Manual which sets out its operating
processes, its procedures for investigating complaints, quick checks and potential breaches, and its framework for
assessing behaviours is on its Ways of Working page. You can contact the CAO via cao@bt.com.

1.2.2. The CAO’s Effectiveness Review

We reported last year that, to help give stakeholders confidence that our monitoring work is effective, we engaged
the monitoring trustee team in Smith & Williamson (S&W) in early 2020 to identify areas of good practice and possible
improvements given the importance Ofcom and other stakeholders place on the BTCC’s monitoring of the
Commitments and the Openreach governance model. S&W presented their findings to the BTCC in July 2020. We
heard that while the compliance framework is generally in reasonable shape, with a compliance culture which is
advanced and well-embedded, there were opportunities to build on the good work done to date.

Since then the CAQ, together with relevant teams in BT, has implemented its action plan to address the key
recommendations. Key enhancements include:

e Revision of the CAO’s Deep Dive Monitoring Framework which describes the actions and behaviours we
expect to see from BT, recognising that as the Commitments have become more embedded, behaviours
which might have been “role model” in the early days of the Commitments are now the “expected”
behaviours;

e Introduction of an internal Commitments Monitoring Tool that enables the CAO to record and demonstrate
that it is monitoring all aspects of the Commitments and Governance Protocol: this provides timely reminders
to check on some of the items of lesser significance which might otherwise risk being overlooked;

e  Mapping by BT of control owners for the key Guidance Note processes;

e Various measures to enhance confidence in our ability to monitor key information sharing: these include
implementation by BT of the Azure Information Protection application (this allows confidentiality markings
to be added to emails and documents, ensuring they are only shared with people determined by the sender);
reports on email traffic between BT and Openreach; and the introduction by BT’s Communications
Regulatory Compliance team (CRC) of their new Compliance Framework; and

e Agreement of a memorandum of understanding with Openreach’s CMO on monitoring responsibilities as
between BT and Openreach.

In June 2021 the CAO refreshed and re-published its Operating Manual incorporating these changes.



https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/commitments-assurance-office
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/how-we-work
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/commitments-assurance-office
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/how-we-work
https://www.bt.com/about/bt/policy-and-regulation/our-governance-and-strategy/our-commitments/guidance-notes
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-compliance-committee/how-we-work
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2. Progress on DCR Outcomes

The BTCC monitors how much progress is being made against DCR outcomes, which Ofcom summarised in February
2016 as follows:

Large scale investment Step changein Reforming
in more fibre quality of service Openreach Governance
Extensive FTTP and Challenging standards Strengthened
duct & pole sharing for Openreach independence from BT
The right to Empowered .
broadband consumers Deregulation .
Universal right to Better information, S:viz:?eaﬁz Tg(?\merfr?:;lt:;n
broadband at 10Mbps easier switching 9

On fibre investment, Ofcom’s vision that everyone in the UK should have fast, reliable broadband services, with the UK
a world leader in the availability and capability of its digital networks is rapidly becoming a reality. This has been a year
of substantial progress towards the widespread availability of Openreach FTTP, both in terms of network rollout and
the scale of BT’s and Openreach’s ambition. The scale of BT’s commitment, particularly in the face of the challenges
and uncertainty of the pandemic, is to be applauded. Alongside this, Openreach is moving at pace to ensure
alternative network builders can use its Physical Infrastructure Access (PIA) products at scale.

In terms of ensuring all customers can have decent broadband under the broadband USO, there have clearly been
challenges, both operational and regulatory. As the year progressed, Openreach and Consumer have improved their
ways of working together operationally, to date all the key service and delivery parameters are being achieved, and
the controls have been subject to considerable scrutiny by the compliance and internal audit functions with no
significant issues raised. We are pleased to see that BT and Ofcom have reached agreement on the methodology for
calculating broadband USO customer quotes, and that Ofcom has recently decided to suspend the regulatory
compliance investigation it opened in October 2020 on the basis of BT’s assurances it will take steps to mitigate the
consumer harm it had identified with the methodology that BT has been using previously.

This section provides further information on investment in fibre and the broadband USO. Openreach governance is
addressed in Section 3. In relation to Empowered Consumers the Committee’s extended Consumer Fairness remit will
mean it has greater oversight of this outcome. Openreach leads on matters pertaining to its service levels, and he
other DCR outcome, deregulation, is ultimately for Ofcom.

Ofcom also deregulated the WLR, ISDN2 and ISDN30 markets in its Wholesale Fixed Telecommunications Market
Review (WFTMR) statement in March 2021, after finding BT no longer had significant market power (SMP) in those
markets. We monitor how BT responds to such deregulation under the Commitments, and note BT has notified
Ofcom that it intends to leave products in the WLR, ISDN2 and ISDN30 markets in Openreach as BT considers it
would be impractical to move them to another division. We also monitor how BT’s downstream CFUSs respond to the
opportunities that such deregulation presents.

2.1. Investmentin Fibre and Physical Infrastructure Access

2.1.1. Fibre Investment — Extensive FTTP

Last year BT signalled an intent to go further in rolling out FTTP where the right fiscal, regulatory and legislative
enablers were in place. The conclusion, in March 2021, of Ofcom’s Wholesale Fixed Telecoms Market Review helped
provide the certainty BT needed to commit to ramp up the rate of delivery of FTTP to 3 million premises per year. This
was followed by BT’s announcement in May 2021 that the conditions are right to increase and accelerate the total
FTTP build, from 20 million to 25 million premises, with a target date of December 2026. This will see FTTP from
Openreach available to over 80% of UK premises. Alongside this, Openreach confirmed that its revised plans included
building FTTP to at least 3 million more homes and businesses in some of the UK’s hardest-to-serve communities (the


https://www.ofcom.org.uk/__data/assets/pdf_file/0016/50416/dcr-statement.pdf
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vast majority of these locations fall within the ‘final third’ or ‘Geographic Area 3’) meaning fewer homes and
businesses will require taxpayer subsidies to upgrade.

These targets are challenging, but we have seen Openreach increasing its rollout rates in order to meet them. By May
2021, Openreach was able to reach a rate of 43,000 new premises each week served with full fibre, an increase of over
30% compared to the same time last year. Openreach added 1.9 million premises to its fibre network during 2020/21,
and has now reached 5 million premises.

Taking these decisions has required considerable engagement between BT and Openreach. As the year progressed,
we reviewed how BT engaged with Openreach as it was developing its FTTP investment case. The CAO, working
closely with Openreach’s CMO, monitored the process in as close to real time as is feasible, through a combination of
interviews with key stakeholders, access to key documents, and observing relevant meetings of the BT Investment
Board. As we reported last year, we noted that Openreach was able to develop its FTTP investment case
independently, with effective working level relationships between Openreach and BT. This enabled Openreach, within
BT Group’s overall Strategy Development and Financial Planning processes, to present a robust financial investment
case, agreed by the Openreach Board. The BT Group plc Board subsequently approved that investment in the course
of agreeing BT’s Medium Term Plan (MTP) in May 2021.

2.1.2. Physical Infrastructure Access (PIA)

We recognise how important it is that Openreach’s PIA products be developed in ways which meet alternative
network providers’ reasonable requirements and for Openreach to scale up delivery to meet their ambitions.

At our November 2020 meeting, we received a progress report on PIA. The Committee heard that in the face of rising
demand, and notwithstanding the challenges of the pandemic, Openreach had been able to maintain strong
operational performance. As demand for PIA ramped up, Ofcom and the OTA2 had articulated to Openreach the
product development, operational processes and IT priorities needing to be addressed to ensure that Openreach can
deliver at scale.

We received a further update in April 2021, when we heard directly from Openreach representatives. The Committee
noted that, overall, good progress continues to be made, with the number of CPs working with Openreach and the
volume of orders continuing to grow. The PIA service continues to evolve as Openreach’s CP customers learn how
they want to use Openreach’s infrastructure and Openreach responds to their requirements, and Openreach is
continuing to work collaboratively with industry to meet the challenges presented by scale consumption of PIA. These
include the 5 priorities for PIA success identified by Ofcom at the September 2020 PIA CEO industry meeting.

Further information on the work done by the OBARCC to monitor Openreach’s operation of the PIA-related
information sharing controls, how Openreach engages with CPs at industry working groups and how Openreach
responds to statements of requirements from CPs is contained in the OBARCC’s annual report.

2.2. Broadband Universal Service Obligation (USO)

BT’s broadband USO service launched in March 2020, and we have monitored BT’s progress at each of our meetings
since, with detailed presentations at our November 2020 and April 2021 meetings from Christian Thrane, MD
Marketing, Consumer. Our oversight has predominantly focussed on the operational programme to support the
Broadband USO, which is owned by BT’s Consumer division and with Openreach a key supplier to enable delivery.

In November 2020, we noted that as the pandemic eased, Consumer had been able to increase its customer
engagement communications, and that it was starting to receive confirmed USO orders. In August, CRC had issued an
Assurance Report, following a review which covered adherence to the Broadband USO conditions relating to (i)
information sharing processes and (ii) the complaints process and the appropriateness of governance and controlsin
place to manage both these areas. In September, BT Group Internal Audit reported on its Broadband USO Audit, the
objective of which was to review the effectiveness of the Broadband USO process controls. Neither raised significant
concerns but both made recommendations for process enhancements/improvements. We understand these have
now been actioned. Openreach Internal Audit was also auditing Openreach’s readiness to deliver Broadband USO
from an Openreach perspective as supplier to BT Group. At that stage, Christian highlighted the inherent
organisational challenges resulting from functional separation and greater independence of Openreach which were
making Consumer’s ability to ensure programme delivery on an end to end basis more challenging.


https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-investment-board
https://www.bt.com/about/bt/our-company/group-governance/our-committees/bt-investment-board
https://www.openreach.co.uk/cpportal/commitments-monitoring-office
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In April 2021, we were pleased to learn that the situation with Consumer’s programme governance, and in particular
its engagement with Openreach, had improved. Openreach had made changes to address Consumer’s concerns on
resources allocated to the project with separate Openreach owners now dealing with data-related issues and
operational management. These had improved the efficacy of the process. Numbers of orders were increasing (nearly
1,000 at end March 2021), and orders were being fulfilled within the required timescales. Fixed Wireless Access
(FWA) was starting to be deployed more widely and as at March 2021 BT believes the number of premises without
access to decent broadband may fall below 100,000 once the latest FWA and commercial fixed coverage progress is
taken into account.

However, while progress has being made at the operational level, we note Ofcom opened an investigation into BT’s
compliance with its obligations as a broadband universal service provider with regard to how BT calculates the excess
costs for a given connection. We are pleased to see that BT and Ofcom have engaged to seek agreement on the
methodology for calculating Broadband USO customer quotes, and welcome Ofcom’s decision to suspend its
investigation on the basis of BT’s assurances it will take steps to mitigate the consumer harm it had identified with the
methodology that BT has been using previously.

We note also that Ofcom has published a consultation on a proposed modification to the Universal Service Conditions
to ameliorate the risk of there being a disproportionate impact on the costs of funding the Broadband USO where the
cost of connection is very high. We recognise, as other stakeholders do, there will still be premises where the costs of
provision remain very high and that these customers are unlikely to benefit from the Broadband USO. We were
pleased to n