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Agenda 

Session Title Speaker Time 

Welcome and introduction DC 13:00-13:05 

Summary of the Phase 1 market test JB 13:05-13:20 

Proposed scheme design for Phase 2 SP, HC 13:20-13:55 

State aid approach ML 13:55-14:10 

Additional feedback JB 14.10:14.15 

Break 

Panel DC, HC, JB, ML, SP 14:30-15:50 

Next steps JB 15:50-16:00 



Welcome and introduction 
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Introduction - Super Connected 
Cities Programme 

• The Super Connected Cities Programme announced by the 
Chancellor is a £150m capital pot across 22 cities to support 
economic growth by providing improved connectivity. 
 

• Cities had detailed plans approved in June based around vouchers, 
wireless and other cutting edge projects. 
 

• Purpose of today is to update on vouchers which make the largest 
part of the scheme and to give you the opportunity to feed back on 
the recent market tests ahead of a decision by Ministers (expected 
in November) about how to proceed. 
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Introduction  - Connection 
Voucher Scheme 

• The aim of the voucher scheme is to support SMEs and growth by 
removing barriers to better connectivity. 
 

• The scheme is designed in partnership with cities, SMEs and suppliers 
and Ministers have been closely involved. 
 

• The scheme works with the grain of the market to maximise 
competition by putting connection choice in the hands of SMEs 
 

• It aims to be technology neutral and offers an opportunity for a wide 
range of suppliers 
 

• From our perspective and that of the Commission the scheme the 
market test have been successful. 
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Introduction  - Connection 
Voucher Scheme (cont) 

• Thank you for your great engagement during the consultation, the 
market test and so far during this evaluation period. We have taken 
comments on board and refined the scheme where appropriate.  

• From the feedback to date and the results of the market test we think 
we have a scheme with a lot of potential.  

• We are now in an evaluation period so ministers can take stock and 
come to a decision on whether to go ahead with the scheme and in 
what format. 

• The purpose of today’s session is to tell you how our evaluation is going, 
remind you of the key elements of the scheme and share the next 
steps. It is also another opportunity for you to provide feedback.  

• We recognise that not everything can be tested fully during a two 
month pilot. We will potentially be open to minor refinements of the 
scheme during it’s life, in consultation with suppliers. However, we 
want it to be in the best shape possible before it starts.  
 
 



Summary of the Phase 1 
market test 



Overview 

• The market test was a limited test of concept 
  
• Deployment of up to £2.25million in targeted priority areas across five 

cities (Belfast, Cardiff, Edinburgh, Manchester and Salford). 
 

• Represented 10% of those cities’ total voucher allocation under the Super 
Connected Cities Programme 
 

• Test ran from the start of August to the end of September, with minimal 
central Government publicity. 
 

• Voucher value was set at between £250 and £3,000 towards the capital 
cost of connection 
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Phase 1 market test objectives 
(figures up to date as at 16 Oct) 

There were  5 success criteria that are measuring the market test against: 
 
1. Broad support from suppliers for the scheme 
- 59 suppliers registered for market tests 

 
2. Clear competition for the vouchers 
- 240 quotes from 28 suppliers 

 
3. No obvious distortion of the market 
- Good spread of suppliers winning vouchers 
 
4. Good level of demand from SMEs 
- 690 applications 

 
5. Proportionate administration costs resulting in good value for money 
- Still working through but appears admin costs are in line with expectations 
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Summary of the key findings 
from the Phase 1 market test 

The early evidence from the market test phase is very positive: 

Strong demand for vouchers 

690 applications submitted  

A competitive supply market 
 

A good cross section of suppliers 
competing for vouchers and a range 

of technologies represented.  

There is evidence of new entry 
with suppliers entering new 

locations and evidence of new 
product development. 

Suppliers are already adapting to 
maximise the opportunity the 

scheme offers 

59 suppliers registered for the 
market test 

Registration requests for phase 1 
were still coming in after test 
closure leading to 16 supplier 

registrations pending 

19 additional suppliers have 
expressed interest in being 

involved with Phase 2 

443 conditional offers made so far 
with only 12 rejected representing 
over £1m to support connectivity  
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Summary of the key findings 
from the Phase 1 market test 

Other findings include: 

The vouchers website is an 
effective tool giving SMEs 
information on the scheme and 
suppliers. Further enhancements 
providing more supplier 
information and greater 
accessibility would be beneficial 

The scheme has helped address 
information failures leading to 
some additional connectivity 
without the use of a voucher and 
some suppliers launching new 
products that do not use SME 
vouchers 
 

More SMEs would have been 
converted if more focused 

information had been available.  
Feedback suggests that we 

should create: 

Clear national messaging 

Targeted local marketing 

Better use of intermediaries 

Better ‘self assessment’ tools for 
SMEs 



Proposed scheme design for 
Phase 2 
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Scope and design 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

SMEs are the primary focus of the scheme – 
but marginal inclusion of residential is 
permissible 

Clarity requested on 
whether to include 
residential 

None - marginal 
inclusion of residential 
is still permissible but 
only where cities can 
demonstrate a case 

One overarching national scheme –  but 
delivered locally and with allowance for local 
customisation within defined parameters. 
Examples include: 
• Local value of vouchers within range 

(currently £250 to £3,000) 
• Extent of manual vs on-line delivery model 
• Inclusion of Social Enterprises, Charities 

etc within SME scope 
• Inclusion of residential on a minority basis 

A large number of 
suppliers and cities 
were in agreement on 
the voucher value 
range 

None 

The scheme has been designed in accordance with a number of key design principles: 
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Scope and design (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Works within existing market – not 
favouring or discriminating by design against 
any particular supplier – provided they can 
meet the SME’s connectivity requirements.  

None None 

Must deliver a step change in connectivity – 
usually to over 30 Mbits/s but also taking 
into account other business requirements 
such as reliability and/or upload speeds. The 
scheme is technology agnostic and includes 
wired or wireless services (or combination).  

Some cities and 
suppliers have noted 
that some SMEs fed 
back that they value 
the quality of service 
elements of business 
grade services and that 
a service under 30 
Mbit/s can represent a 
significant upgrade in 
capability.  

We will consider 
whether there is an 
opportunity to be 
flexible around 
minimum speed 
required for business 
grade services. 
Feedback requested 
from suppliers. 
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Scope and design (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Focus on support for one-off installation 
charges – no support for on-going revenue 
charges as the Urban Broadband Fund is a 
capital fund. The on-going charges will 
remain the responsibility of the SME.  

A number of suppliers 
suggested there would 
be higher voucher take 
up if some on-going 
charges were covered 

None – the scheme can 
only cover capital costs 

SMEs are free to spend their vouchers as 
they wish – they may redeem on an 
individual basis or may cooperate with other 
voucher recipients to acquire the relevant 
connectivity 

Both cities and 
suppliers asked for 
clarity on aggregating 
vouchers 

Principal of 
cooperation – no 
change but recognised 
administrative process 
for cases where agents 
(e.g. landlords) 
coordinate applications 
from multiple SMEs 
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Scheme eligibility 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Eligibility (Voucher Recipients) 
• Available to all SMEs based within 

relevant City postcodes – SME defined 
by up to 249 employees, turnover not 
greater than Eu50m per annum, and/or 
balance sheet of no more than Eu43m. 

• Includes Small Office/Home Office 
(SOHO) workers 

• Dependent on City, may include 
residents – will be a small minority of 
overall scheme in defined postcodes 

Not tested in market 
tests 
 

None 
 



17 

Scheme eligibility (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Eligibility (Suppliers) 
• SMEs can redeem vouchers with any 

supplier registered for their area 
• Registration will be “light touch” – 

minimum of data required to mitigate 
risks of potentially fraudulent suppliers.  
Details currently being finalised with 
Phase 1 cities. 

• Anticipated mix of local/national 
suppliers – national suppliers likely to be 
able to deliver in majority of locations, 
smaller suppliers may specialise in 
defined Cities or offer differentiated 
services to SMEs 

Positive feedback on 
the ease and speed of 
the supplier registration 
process 
 

None 
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Eligible Expenditure 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Vouchers can be used for capital 
expenditure only – funds (or part-funds) the 
one-off connection charge associated with 
provision of enhanced connectivity (subject 
to minimum and maximum voucher value) 

Some supplier feedback 
requesting clarity on 
what expenditure is 
covered for multi-
tenancy premises 

Refinement of eligible 
expenditure for multi-
tenancy business 
premises to include in-
building wiring 

Technology agnostic – connection charges 
can be funded for wired, wireless, or other 
technology types provided they deliver the 
required step change 

Limited feedback None 

No funding for recurring charges or 
subscriptions – remains the sole 
responsibility of the voucher recipient 

A number of suppliers 
suggested there would 
be higher voucher take 
up if some on-going 
charges were covered 

None 
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Eligible Expenditure (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

As usual, contractual relationship is 
between the SME and service provider – 
vouchers provide funding to SMEs to reduce 
or discharge the liability of the SME for 
connection charges  

Limited feedback None 
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Operation of the Scheme 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Demand driven – SMEs apply to their local 
city for Vouchers (cities may also choose to 
market vouchers and local suppliers may 
also wish to conduct marketing to promote 
their own services) 

Many suppliers and 
cities noted the lack of 
marketing during Phase 
1 and the impact on 
take up 

Central and local 
coordinated marketing- 
to encourage take up 
and marketing guidance 
for suppliers 

SMEs will engage with suppliers to arrange 
individual offers. Local cities will transfer 
funds to suppliers upon proof of installation 
and provision of a copy invoice. Invoices will 
be subject to anti-fraud provisions (currently 
being finalised). 

From a lot of cities and 
some suppliers there 
was a wish to reduce 
the administrative 
burden on cities and 
SMEs.   

Administrative Process 
– simplify the admin 
steps so SME applicants 
obtain quotes first then 
apply (and remove 
current 2 stage process) 
– but still preserve 
“registration of 
interest” functionality 
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Operation of the Scheme (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Successful applicants will be notified of 
registered suppliers who may be able to 
meet their connectivity needs – but no 
opinion, advice, or guidance will be provided 
by cities or BDUK on the merits of supplier 
choices. SMEs will make their own choices, 
as now 

Many suppliers and 
cities identified that 
SMEs need to be better 
informed of the 
benefits of greater 
connectivity and the 
choices available 
ahead of applying for a 
voucher 

Information provision 
to applicants – 
intention to 
significantly enhance 
quality of information 
available to SME 
applicants to inform 
their choices (both on 
Connection Vouchers 
website and at local city 
level) and also provide 
a virtual marketplace 
where SMEs can seek 
suppliers 
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Operation of the Scheme (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Prior to scheme launch, BDUK will provide 
an on-line information site to promote the 
scheme and act as signpost to the relevant 
city scheme. The website will also provide a 
repository for cities to provide details of 
which postcodes are eligible for vouchers 

Some suppliers and 
cities noted that more 
information about the 
scheme should be 
available for suppliers 
 

Information provision 
to suppliers – provide 
some additional 
information on the 
scheme in the supplier 
section of the website 
and also clear contact 
points for supplier 
queries. Supplier 
bulletins will continue 
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Operation of the Scheme (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

SMEs will be responsible for obtaining two 
comparable firm quotes unless there are 
extenuating circumstances 

Some feedback from 
suppliers that for some 
products it is not 
possible to give a firm 
quote until a survey has 
been carried out 

“Subject to Survey” 
quotes – considering 
refining requirement 
for two firm quotes 
(post-survey, if 
necessary) – to award 
vouchers at indicative 
quote stage 
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Operation of the Scheme (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

Supplier registration – Word forms available 
for download on the connection vouchers 
website. Self declaration by suppliers that 
they can offer the required connectivity 
services to SMEs and will identify the eligible 
costs on their invoice 

Positive feedback on 
the ease and speed of 
the supplier registration 
process 

Supplier details 
information form 
(Appendix 3 of the 
registration form) 
completed online by 
suppliers. It will contain 
additional fields (email 
address, technology 
types offered).  
Switchover process for 
Phase 1 suppliers 
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Operation of the Scheme (cont) 

At 1st August 
Feedback/ Requested 

changes 
Proposed refinements 

During Phase 1 BDUK had the right to audit 
quotes to confirm that charges were 
reasonable, likely to have been incurred and 
only for eligible cost. BDUK undertook audits 
of a few Phase 1 quotes. 

Limited feedback During Phase 2 BDUK 
will be undertaking 
random audits to 
confirm that charges 
are reasonable, are 
likely to have been 
incurred and are only 
for eligible cost. BDUK 
and cities will also carry 
out exception-based 
analysis of quotes 



State aid approach 
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Vouchers and State aid   

DCMS is of the view that our proposed demand-side interventions (demand 
stimulation and associated connection voucher scheme) do not give rise to notifiable 
state aid for the following reasons: 

 
• The  measures are primarily directed at promoting the take-up of high speed, 

high grade connectivity by SMEs. . As such, in accordance with the De Minimis 
Regulation, this funding is not State aid as it does not meet all the criteria of 
Article 107(1) of the Treaty is therefore exempt from the notification 
requirement of the Treaty. 

• Vouchers work with the grain of the market, increasing the level of connectivity 
that takes place. 

• The vouchers are broad-based and technologically neutral, redeemed by the 
recipients with an ISP/broadband supplier of their choice.  

• The vouchers do not give rise to indirect aid to these ISPs/broadband suppliers 
as they are paid no more than the market rate for the services they provide. 

• The supply chain supporting the use of vouchers is either competitive or 
regulated so this will prevent distortions to competition. 
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 Vouchers and State aid (cont) 

BDUK  has been engaged with the European Commission (Commission) for a number 
of months setting out in detail how we are proposing to support SMEs through our 
demand-side measures (demand stimulation and connectivity vouchers). There are 
several key points to note: 
 
• The Commission like the idea of demand-side measures, which they are in 

principle keen to support as they consider them to be inherently pro-competitive. 
• DG Competition has supported the approach that the UK has taken, including 

our decision to consult widely on our proposals and to undertake a market test. 
• We have taken the Commission through the results of the consultation and our 

preliminary findings from the market tests. 
• DG Competition and DG Connect were impressed with the outcomes from the 

market tests.  
• The Commission determines whether public funding of a voucher scheme 

qualifies as State aid but does not ‘negatively clear’ all non-qualifying schemes.  
• DG Competition will support the UK’s decision if it chooses to roll-out the main 

programme without notifying its scheme. 
 



Additional feedback 
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 Feedback received so far 

During the evaluation of Phase 1 BDUK  has received feedback from the Phase 1 cities 
and many of the Phase 1 registered suppliers. As well as the previously discussed 
suggestions for refinements to the scheme the feedback included other messages for 
suppliers: 
 
• Ensure registered suppliers are active. During Phase 1 some suppliers were not. 
• Quality of quotes varied during Phase 1. During Phase 2 ensure that all quotes 

contain a unique reference number and clearly delineate the one-off installation 
charges, itemised to a degree consistent with supplier’s normal commercial 
practice, from recurring revenue charges, with the value of VAT clearly stated. The 
nature of the product being offered should also be clear in the quote and any costs 
presented as installation charges that are not eligible costs should be separately 
identified. 

• Significant benefits from engaging locally active suppliers early in the process to 
support demand for the scheme.  Local supplier days proved to be very effective. 

• There were some issues of national supplier communications to local branches 
causing communications issues. 
 
 
 



Break 

15 minutes 



Panel 



Next steps 
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Next steps 

• The vast majority of the 59 suppliers registered for the market test have indicated 
they are content to proceed with the main programme, preferring for us to move 
quickly to full roll-out. 

• The key question is whether this remains the position and whether suppliers are 
content to proceed without a formal clearance decision from the Commission. 

• Thank you to suppliers who have already fed back their views on this. We 
encourage all suppliers to think carefully about this question and to take advice 
on it if necessary.  

• BDUK will be presenting its evaluation findings to the European Commission Case 
Team on 31 October and to the Commission on 6 November. Ministers will be 
taking a decision on whether to progress to phase 2 of the programme shortly 
afterwards. 

• Hence, if you have any further feedback to provide please send it to 
urbanbroadbandfund@culture.gsi.gov.uk by the end of the 25th October so we 
can ensure it is included in the presentation to the Commission. 

mailto:urbanbroadbandfund@culture.gsi.gov.uk


Many thanks 


