






































Research commissioned by Ofcom showed that business 

activity that is largely dependent on spectrum contributed 

£37bn, or three per cent, to the UK’s GDP in 2005/6. 

The research also demonstrated that the economic impact 

of spectrum use had increased by 50 per cent in just over 

three years.

In January 2005, Ofcom published its Spectrum 

Framework Review: Implementation Plan. This set 

out a programme to release around 400 MHz of prime 

spectrum in the next few years; to introduce measures 

that will enable organisations to buy and sell rights to 

use spectrum; and to reduce or remove the restrictions 

that limit the use of spectrum for a particular purpose 

or technology.

In 2006/7, Ofcom made significant progress in delivering 

the Implementation Plan, with the first Ofcom spectrum 

auctions, progress in preparing for future awards, and steps 

taken to deregulate and liberalise the use of the spectrum.

One of the most significant releases of spectrum in the 

UK will result from the switch to all-digital television 

broadcasting beginning in October 2007 and ending 

in 2012. Digital broadcasting is more efficient in the use 

of the radio spectrum than analogue. Switchover will 

therefore allow both a large expansion in the capacity 

of terrestrial broadcasting and the release of a significant 

amount of spectrum for potentially new and innovative uses.

The spectrum that can be released – the so-called 

digital dividend – is in the sought-after UHF band. 

Transmissions in these bands cover large geographical 

areas with relatively few base stations, offering network 

roll-out at lower costs when compared to services 

delivered using higher frequencies. In addition, the 

amount of spectrum released through switchover is 

one of the largest in the UK for many years, making 

the review into the most effective use of the spectrum 

one of the most important decisions Ofcom will take.

In December 2006 Ofcom published its Digital Dividend 

Review (DDR) for public consultation, setting out 

proposals for the most effective use of this radio spectrum. 

Ofcom’s primary duty is to further the interests of citizens 

and consumers. To do this it is required to secure the 

optimal use of the spectrum. These duties (among others) 

defined Ofcom’s principal objective for the DDR – to 

maximise the value of the digital dividend to society.

Ofcom research identified many possible uses – or 

combinations of uses – of the spectrum. Those include: 

local digital television; new national digital television 

in standard or high definition; mobile television; 

radio microphones; wireless broadband; mobile 

communications; and low-power applications, such 

as wi-fi in the home.

Ofcom proposed that the most effective way to maximise 

the value to society of the spectrum was to give freedom 

to spectrum users, with appropriate incentives, to 

decide how these frequencies should be put to use. The 

consultation document proposed to award licences to use 

the spectrum by auction as the most open and transparent 

mechanism available.



Subject to the outcome of the DDR, licences may be 

awarded in early 2009, with spectrum becoming available 

on a region-by-region basis as each phase of the digital 

switchover programme is completed.

In a number of cases, Ofcom made specific proposals 

that were relevant for particular spectrum uses:

places of worship, schools and small theatres. Ofcom 

proposed to continue making spectrum available for 

this use, but to deregulate it by making access free 

of charge and licence-exempt. 

microphone use. Programme- and film-makers, 

theatres and events organisers currently use reserved 

UHF spectrum. This requires co-ordinated access 

to the spectrum to prevent interference. In the 

consultation document Ofcom proposed to make a 

number of UK-wide packages of spectrum available 

at least until 2012 to ensure smooth transition to a 

market-based approach. Ofcom published a second, 

targeted consultation document that set out further 

proposals for access to spectrum by programme- and 

film-makers, theatres and events organisers in June 

after the reporting period.

suited to interleaved UHF spectrum – the ‘white 

spaces’ that exist geographically between the television 

transmitters to prevent interference. Ofcom proposed 

to release more than 40 assignments of interleaved 

spectrum that would be suitable for this use (but not 

limited to it) in particular geographic areas.

consulting on whether to hold back a small amount of 

spectrum until after digital switchover, to ensure that 

new developments – such as low-power wireless uses 

– have access to UHF spectrum.

Ofcom received nearly 750 written responses to the 

consultation from a wide range of organisations and 

members of the public. The views will inform how 

Ofcom will take forward the proposals, with further 

publications on the digital dividend later in 2007.

Details of Ofcom’s work in relation to digital switchover 

can be found on page 31. 

In November 2006 Ofcom published proposals for the 

UK’s largest single release of radio spectrum, which 

could be used for a range of innovative mobile services 

and other applications.

The consultation sought views on proposals to auction 

licences for three spectrum bands: 2500-2690 MHz; 

2010-2025 MHz; and 2290-2300 MHz. In total, 

215 MHz of spectrum would be available. 

Ofcom’s research identified a number of possible uses for 

the bands, including: mobile broadband wireless services, 

services, such as mobile television; advanced mobile 

services using technologies such as UMTS; and mobile 

broadcast, such as wireless cameras for outside broadcasts. 

Ofcom proposed to release the spectrum in two separate 

auctions: 

would be packaged into a number of lots and auctioned 

together, with participants able to bid online for 

multiple lots.

single lot, and auctioned through a sealed-bid process. 

For the award of the bands 2500-2690 MHz, multiple 

licences would be granted and all licences would be 

tradable.

During 2006/7 Ofcom published proposals for two 

further spectrum auctions.

single licence for the frequencies at 872-876 MHz paired 

with 917-921 MHz. Possible uses of the spectrum include 

a range of mobile radio, public safety communications 

and local mobile voice and data services. The licence 

would cover the whole of the UK.



In June 2006 Ofcom published proposals to auction 

licences at the 10 GHz, 28 GHz and 32 GHz frequencies. 

Potential uses include: video link broadcasting and 

wireless cameras; high-capacity, high-speed data 

connections for mobile and fixed broadband networks; 

and broadband access networks. 

During 2006/7, Ofcom also worked closely with the 

Government to create new opportunities for using the  

frequency bands occupied by the public sector. The 

Government is committed to opening up a significant 

proportion of its holdings by 2010 and, as recommended 

Professor Martin Cave, Ofcom is playing a key role in 

achieving this by extending market mechanisms to this 

spectrum. In 2006/7 Ofcom commissioned and, shortly 

after the reporting period, published a consultants’ report 

aviation and maritime sectors. Ofcom also supported 

trials to develop criteria for public bodies to share the 

use of certain bands with other users.

to 12 companies for the 1781.7-1785 MHz paired with 

1876.7-1880 MHz bands.

The licences to use the 6.6 MHz of spectrum on a low-

power basis were awarded on a technology and service 

neutral basis, which means that the licensees have the 

freedom to use the spectrum how they wish, within 

certain technical limits. In total the auction raised £3.8m. 

The first products have now been launched using these 

licences, for example by the Private Mobile Networks 

business of Teleware. 

412-414 MHz paired with 422-424 MHz frequencies. 

The auction was for 4 MHz of spectrum in four lots, 

where networks could be deployed using this spectrum, 

and the scope for acting as a band manager.

spectrum award in May 2007, issuing a licence to 

MHz frequencies in Northern Ireland. This was a 

coordinated award between Ofcom and the Commission 

for Communications Regulation in the Republic of 

Ireland, which also held an auction to use the same 

frequencies in the Republic. Personal Broadband also 

won the licence to operate in the Republic, offering the 

opportunity for the development of wireless services on 

an all-Ireland basis.

In 2006/7 Ofcom announced proposals to increase 

opportunities for the use of the higher-frequency spectrum 

bands of 71-76 GHz and 81-86 GHz. These bands were 

not previously in commercial use. However, due to 

technological developments the bands could be used 

for very high capacity, point-to-point wireless networks 

– a potential alternative to fibre-optic cable.

Ofcom announced that because it does not expect 

demand for the spectrum to exceed supply it would 

introduce a flexible, light licensing system to use the 

with an unlimited number of assignments possible in 

the spectrum band. The licensing system was introduced 

in March 2007. 

In July 2006, Ofcom published proposals to introduce 

pricing for spectrum used for digital terrestrial radio 

and television.

proposals would bring radio and television users in line 

with most other spectrum users, such as the emergency 

the value of spectrum to other potential users and its 

introduction is designed to ensure that spectrum is 

used efficiently.

In June 2007, after the reporting period, Ofcom 

used by digital terrestrial broadcasting in 2014.



and introduce new flexibility, Ofcom announced 

proposals in July 2006 to streamline the licensing of 

private radio communications. These are used by many 

businesses, from taxi and courier firms to major utilities 

and supermarkets.

Following a consultation, the proposals were introduced 

in January 2007 and included measures to: reduce 

the number of licence classes; remove restrictions on 

technology use; simplify licence administration; and 

increase the number of licences that can be traded. 

In December 2006, Ofcom launched a new online 

licensing service for ships’ and amateur radio users. 

The new system reduced the administration and cost 

for over 130,000 individual licensees. 

Ships’ radio licences are now free of charge when 

obtained online and are valid for the life of the vessel. 

once every ten years. 

required to confirm their details at least once every five 

For key performance indicators on spectrum licensing, 

see page 64 of Section C.

personal audio devices, and a growing public demand 

to be able to connect these devices to radios and 

in-car entertainment systems, Ofcom announced in 

July 2006 plans to legalise the use of certain low-power 

FM transmitters.

Ofcom led negotiations in Europe to develop a common 

set of technical standards for these devices to limit the 

potential for interference to other radio equipment. 

Following a public consultation, Ofcom introduced 

Regulations 2006 on 8 December which legalised 

the use of certain low-power FM transmitters. 

The Regulations also deregulated the use of Citizens’ 

Band services, allowing short-range transmitters – 

currently used by around 20,000 people – to be 

used without the need for an Ofcom licence. 

Spectrum trading allows the transfer of rights to use the 

from one organisation to another. Trading is one way 

to ensure the optimal use of the spectrum.

Spectrum trading was introduced at the end of 2004. 

which approximately 40 have UK-wide coverage and/or 

comprise significant quantities of spectrum. Thirty-two 

applications for trades have been made to Ofcom since 

2005; 24 trades have been completed, seven applications 

have been withdrawn and one trade is pending. 

During 2006/7 Ofcom authorised 15 spectrum trades. 

In addition, Ofcom increased the number of licences 

that can be traded: the licences granted from the 

three completed spectrum auctions are tradeable and 

in January 2007 Ofcom announced that it would be 

increasing the number of existing licences that can be 

traded in future from around 900 to nearly 35,000. 

Eleven of the 40 larger licences have now changed 

hands through trading.

Illegal broadcasting, or so-called pirate radio, causes 

serious interference to the radio spectrum – to the 

communications systems used by safety-of-life services 

such as air traffic control and the fire brigade, and 

to legitimate radio broadcasters such as commercial, 

community and BBC radio.

Ofcom employs a field force to investigate and take off-air 

illegal broadcasters. Ofcom takes enforcement action 

by raiding the studios of the illegal broadcasters and 

removing the transmitters used for this criminal activity.



In 2006/7, Ofcom undertook 707 separate enforcement 

operations against illegal broadcasters; this included 

48 raids on studios used by illegal broadcasters and 

the seizure of 661 illegal radio transmitters (see Tables 

1 and 2 below). During the year Ofcom secured 61 

successful convictions.

research into illegal broadcasting, which examined 

levels of listening and measured consumer awareness 

of interference to safety-of-life services and licensed 

broadcasters caused by illegal broadcasting. The 

research informed further work Ofcom conducted later 

in the year into ways of tackling illegal broadcasting.

Ofcom is responsible for taking action against the sale 

and manufacture of equipment that is not compliant 

with the European Radio and Telecommunications 

Terminal Equipment Regulations, the Electromagnetic 

interference to legitimate radio users.

In 2006/7, Ofcom undertook 63 separate enforcement 

operations, which led to the removal of 51,000 illegal 

items from the marketplace. Illegal items seized 

included mobile phone jamming devices, bugging 

equipment and low-power, short-range transmitters. 

For key performance indicators on spectrum 

operations, see page 66 of Section C.





The Undertakings were designed to deliver real equality 

of access to all providers and required BT Group plc 

to set up a new and operationally separate business 

responsible for BT’s local access and backhaul telecoms 

network. BT launched this business – named Openreach 

– in January 2006.

In 2006/7 BT continued to implement the Undertakings, 

monitored by Ofcom with the publication of quarterly 

progress reports. There are indications of increasing 

infrastructure-based competition in broadband and fixed- 

voice markets, resulting in greater choice and improved 

pricing for consumers. 

For products provided over BT’s copper network 

– primarily used for the residential and small business 

the Undertakings were accepted by Ofcom in September 

123,000. By March 2007 this had grown to two million. 

Over the same period, the proportion of properties 

had expanded from 40 per cent to 70 per cent.

Some 22 years after retail price controls were imposed 

to limit increases in the price of line rental and calls 

for BT customers, Ofcom announced in July 2006 that 

they would be removed. This significant deregulation 

followed both the conclusion of Ofcom’s Strategic 

Review of Telecommunications and the specific public 

consultation, launched in March 2006, on removing 

retail price controls.

Ofcom stated that this deregulation was enabled by, and 

reflected, the rapid growth of competition and continued 

reductions in the cost of phone services to customers. 

More than 10.7m UK households and small businesses 

now used a telecoms provider other than BT – among 

them, more than 4.6m cable customers – enjoying some 

of the cheapest phone costs in the world. 



The removal of price controls was announced in a 

public information campaign, (“It’s your call”), which 

was managed by Ofcom and paid for by BT together 

with a contribution from Ofcom. The campaign, which 

comprised press, online and outdoor advertising, sought 

to make customers aware of the change and to encourage 

them to understand the choices open to them in a 

competitive market. Despite the deregulation, BT gave 

a number of assurances to offer additional protection to 

customers on low incomes, and vulnerable groups. The 

company agreed to limit increases on its basic line rental 

product, which for many represents the overwhelming 

majority of their bill. 

The introduction of Next Generation Networks (NGNs) 

will be one of the most significant changes to fixed-line 

telecoms networks since competition was introduced two 

decades ago. Core NGNs make use of digital technology 

to connect calls and other network traffic more efficiently 

than traditional telephone networks and NGNs have 

the potential to deliver significant benefits to consumers, 

with the prospect of new services delivered at a lower cost.

One of Ofcom’s priorities is to create the conditions for 

all providers – including BT which is currently developing 

an NGN – to invest in NGNs but to also ensure that 

investment does not distort competition. To encourage 

progress Ofcom established a new industry body, NGN 

UK, in March 2006. In the 12 months since it was formed 

under the Executive Chairmanship of Peter Black, NGN 

UK has increased its membership and has made progress 

in agreeing the technical arrangements for NGNs.

homes and offices and the local telephone exchange. 

Communications providers could use a number of 

fibre, cable, wireless or upgrades to the existing 

copper-based networks.

In November 2006 Ofcom published a discussion 

document examining a series of questions in relation to 

Ofcom’s work to develop a clear view on the regulatory 

Broadband is one of the fastest-growing consumer 

technologies of recent years. Ofcom’s research found that 

by the end of 2006 half of UK adults lived in households 

providers are increasingly seeking to attract competitors’ 

existing broadband customers. In turn, customers depend 

on a reliable and seamless switching process to exercise 

choice and benefit from the competition.

The increasing momentum of broadband uptake, and 

the rising number of providers seeking to attract existing 

customers from competitor companies, led Ofcom to 

review the effectiveness of industry-wide processes to 

switch between those providers.

to make it easier for customers to transfer between 

providers. Ofcom found that while in the majority 

of cases the switching processes were effective, when 

problems arose they were often serious and caused 

disruption to customers. In particular, Ofcom heard 

complaints from consumers who had found it difficult to 

which it was very difficult to move providers and also 

posed the risk of being without a broadband service 

while the transfer went through.

Ofcom announced new rules in December 2006 

that made it mandatory, from 14 February 2007, for 

and to do so free of charge. This includes wholesale 

the event of a dispute with retail providers; the new rule 

another problem known as ‘tag on the line’. This refers 

to instances where customers wish to sign up to a new 

broadband service – for example, when moving into a 



new home – only to discover that a pre-existing 

broadband connection is already registered to that line in 

the name of the previous resident. The new rules required 

providers to make sure that tags and other operational 

issues do not hinder customers’ ability to switch. 

The reporting year saw the launch of a range of Voice 

over IP (VoIP) services by a number of different providers. 

The appeal of VoIP lies in cheaper calls – especially calls 

from one VoIP service to another – as well as new services 

such as call handling and unified messaging. 

Following a public consultation, Ofcom announced in 

March 2007 a new regulatory code for VoIP service 

providers, designed to ensure that consumers have access 

to important information about the capabilities of their 

the code by June 2007, and make clear: 

home power supply; 

to the operator or call itemisation are available; and

number if they later choose to switch providers.

The term ‘mis-selling’ refers to inappropriate sales and 

marketing activities by a provider of a service. These 

activities include ‘slamming’, where a customer is moved 

from one provider to another without their consent 

or knowledge. 

In May 2005, Ofcom introduced new regulations to 

combat mis-selling. General Condition 14.5 requires 

providers of fixed-line telephony to establish, and then 

comply with, a code of practice governing their sales 

and marketing activities. The rules were due to expire 

in May 2007, and in February 2007 Ofcom published 

proposals to extend the regulations past that point. 

Ofcom also proposed to extend the reach of the General 

Condition to include providers of services facilitated by 

Ofcom believed that the potential for consumer harm 

could increase with the rising trend of providers migrating 

In May 2007, after the reporting period, Ofcom 

announced that rules protecting consumers from the 

mis-selling of fixed-line voice call services covered 

providers that offer voice and broadband services 

Ofcom’s research has shown that consumers are more 

likely to shop around if they have access to quality-

assured price and service comparisons. In 2006/7, Ofcom 

launched two important schemes designed to bring about 

better comparison information for the consumer. 

In July 2006, Ofcom announced the launch of TopComm, 

a scheme designed to provide customers with a guide to 

the quality of service levels offered by fixed-line telecoms 

all fixed-line providers with at least £4m net revenues and 

100 million minutes of voice calls handled to end-users 

must participate in the scheme.

In December 2006, Ofcom announced a new price 

comparison accreditation scheme. The scheme is designed 

to help consumers choose between providers of fixed, 

mobile and international telephone services, as well as 

digital television and internet services.

Telephone numbers underpin all telecoms services and 

play a key role in how UK households and businesses 

access and pay for services. Following a consultation early 

in 2006, and feedback from more than 200 industry and 

consumer respondents, Ofcom set out in July 2006 its 

approach to telephone numbering in the UK. 



Ofcom announced four key priorities:

A new UK-wide 03 number range, which was 

introduced early in 2007. Calls to 03 numbers will 

cost no more than geographic numbers, and will 

be included as part of any inclusive call minutes 

or discount schemes for geographic calls. The new 

numbers will enable organisations to offer a single 

point of contact without making additional charges 

for the service. 

Avoiding changes to 01 and 02 geographic 
numbers, mainly by improving the efficiency with 

which numbers are allocated. In the future, Ofcom 

would assess five years in advance where numbers 

would be most in demand and, in those areas, allocate 

blocks of 1,000 numbers (instead of 10,000). 

Developing clearer and simpler structures for 
08 numbers, with the first three digits of a number 

sending a signal about the cost and nature of the call. 

For example, for 08 numbers the structure might be: 

- 080: Freephone (including current 0800 and 0808 

numbers)

- 084: up to a lower rate (5p per minute on BT lines)

- 087: up to a higher rate (10p per minute from 

BT lines)

Protecting consumers from phone scams, by 

introducing a consumer protection test to providers 

applying for numbers. Ofcom also announced action 

to prevent scams on 070 personal numbers, which are 

often confused with mobile numbers. It announced 

an end to personal numbering in the 070 range by 

mid-2009 and the introduction in 2007 of mandatory 

pre-call announcements of call charges for personal 

numbering calls above a certain price. 

For key performance indicators in numbering, see page 60 

of Section C.

relating to its review of all chargeable 08 number ranges 

(known as Number Translation Services, or NTS). Both 

mobile and fixed-line providers (including payphones) 

would be required to charge the same, or less, for 0870 

calls as they do for national-rate calls to geographic 

numbers (starting 01 and 02). Should they wish to charge 

more, they would have to make a price pre-announcement 

(free to the caller). 

– and possible complexity – it takes to move successfully. 

In the case of mobile phones, this can be exacerbated by 

the desire of many consumers to take their existing phone 

number with them to a new supplier. 

In November 2006, Ofcom proposed that the ‘port’ time 

of transferring a number from one network to another 

following a switch should be reduced from the existing five 

working days. 

Planned improvements were also announced for calls 

to ported numbers, which are currently routed via the 

customer’s original network. Ofcom set out proposals for 

a common database of numbers that would be used by all 

fixed and mobile providers to route calls directly to each 

customer’s current subscribed network. 

The wholesale mobile call termination rate is the fee that 

mobile network operators (MNOs) charge to connect 

calls that are made from another fixed or mobile network. 

The regulations are designed to protect consumers from 

excessive prices, and Ofcom launched a consultation in 

September 2006 on proposed new controls on wholesale 

mobile call termination charges.

Having considered the responses to the consultation, 

Ofcom announced a set of new charge controls in March 

2007 that limited the amount that MNOs could charge 

to other telephone companies for call termination. Taken 

as a whole, Ofcom expected that the new controls would 

bring about an average annual reduction in wholesale 



charges of £400m-£500m over four years, and that these 

savings would be passed through to retail customers. 

Ofcom also concluded that each of the five MNOs 

continued to have significant market power for 

termination of voice calls on their networks; that controls 

were therefore still needed, and would now run for four 

The 3G licensees – O2, Vodafone, H3G, T-Mobile and 

Orange – each have an obligation to cover 80 per cent 

of the UK population by 31 December 2007. 

Ofcom expects all licensees to meet these requirements. 

However, it is important that the companies understand 

the technical basis for any measurement of compliance 

with the roll-out obligation. In July 2006, Ofcom 

consulted on the proposed methodology for how 3G roll-

the consultation, in February 2007 Ofcom concluded 

that it would:

supplied by the licensees, and population data from 

the 2001 Census;

receivable at outdoor locations; and 

the results.

For details of Ofcom’s spectrum release programme, 

see page 19.

For details of Ofcom’s work on international roaming, 

see page 41.





Ofcom is actively engaged in the digital switchover 

programme, working closely with the Government 

and with Digital UK, the organisation responsible for 

delivering digital switchover. In addition to supporting 

Digital UK, Ofcom’s work in this area includes ensuring 

a suitable regulatory framework for digital switchover, 

spectrum planning and leading international negotiations 

on spectrum use.

confirmed in December 2006 the details of licence 

conditions for companies providing digital terrestrial 

television (DTT). This included details on coverage, 

where Ofcom confirmed its view that local communities 

with access to current analogue television transmissions 

should continue to have access to DTT services at 

switchover. Ofcom licenses five of the six television 

operated by the BBC under its Royal Charter). Those 

carrying public service television channels will be 

required to achieve coverage of 98.5 per cent of the 

UK population. 

Ofcom secured an important international agreement 

on switchover at the Regional Radiocommunication 

Conference. For details see the International section, page 41.

In 2006/7 Ofcom also published its Digital Dividend 

Review. This set out proposals for awarding the spectrum 

that will be released for new uses through digital television 

switchover. For details see page 19. 



effect on 1 January 2007 created a new Public Value Test 

(PVT) to assess whether the BBC’s proposals to launch 

new services – or to amend existing ones – would be in 

the wider public interest. 

the BBC Trust, which must first take into account two 

bring to UK citizens and consumers, conducted by the 

by Ofcom.

services on markets in which they would be provided, 

as well as on related markets. In particular, Ofcom 

is required to examine the extent to which proposals 

might deter innovation and investment being made by 

alternative providers in the commercial sector, to the 

ultimate reduction of choice for listeners and viewers, 

and to the detriment of public interest as a whole.

examining the BBC’s proposal to develop new on-demand 

services, which includes catch-up TV, simulcast TV and 

audio downloads.

Ofcom found that the new services could account for 

almost four billion viewer- and listener-hours by 2011, 

with a significant proportion – over half, in the case of 

simulcast and audio download services – representing 

additional activity above current levels. They are therefore 

likely to stimulate considerable interest in new media services 

to the benefit of all UK consumers and businesses, and 

significant potential value to licence fee payers.

proposals, including their possible impact on investment 

in certain commercial markets, including on-demand 

services and the DVD market. In addition, Ofcom 

expressed concern about the potential impact of the 

proposed audio download service on sales of classical 

music and audiobooks. 

Trust approved the proposed on-demand services, 

subject to certain conditions and modifications. The 

modifications included restrictions on the amount of series 

stacking permitted in the catch-up television services 

and the exclusion of audiobooks and classical music 

from the audio download service, in line with Ofcom’s 

recommendations.

One of Ofcom’s responsibilities under the Communications 

of high-quality television and radio services, calculated 

to appeal to a variety of tastes and interests. 

In February 2005, Ofcom’s review of public service 

broadcasting (PSB) found that the existing terrestrial 

analogue model of commercially-funded PSB would not 

survive the transition to digital and, indeed, may erode 

rapidly prior to 2012. 

Service Publisher (PSP) which would commission new 

media content focused on meeting public purposes. It 

would use new distribution platforms such as broadband, 

mobile and digital broadcasting to deliver distinctive, 

UK-originated public service content. The PSP would 

be a networked, participative new media organisation 

in contrast to the traditional broadcasting focus of the 

existing PSB model. 

In July 2006, Ofcom commissioned a PSP Creative 

Forum which held a number of workshops and, in January 

2007, it published further views on the PSP alongside the 

work of the Creative Forum. It suggested that PSP could 

offer a rich new media experience for users that could: 



for new media distribution and use, rather than 

traditional broadcasting; and

content and the ability to collaborate to create new 

material. 

Ofcom said that there were valid arguments both for 

the creation of a new organisation and for the PSP to 

be linked to an existing media provider. It could also be 

around the UK and to encourage a wider spread of 

investment in digital media. 

lower than that of conventional television, Ofcom believes 

that a significant impact could be made with an initial 

PSP budget of £50m-£100m per annum. Ofcom sought 

views on the precise amount, and source, of PSP funding 

in a consultation which closed in March 2007. 

to ensure a diversity of programme supply and a broad 

representation of the communities and cultures of the 

UK. The UK has some of the highest levels of ‘home-

grown’ television in the world.

In 2006/7 Ofcom concluded its Television Production 

Sector Review, which followed a public consultation in the 

previous reporting period. Ofcom decided that there was 

no current requirement for a major revision of regulatory 

intervention in the television production sector. However, 

Ofcom committed to consult on modifications to 

broadcasters’ existing Codes of Practice, to accommodate 

agreements reached during summer 2006 on new media 

association, and the public service broadcasters. 

Ofcom’s Public Service Broadcasting Review concluded 

that a not-for-profit, commercially-funded Channel 4 

should remain an integral part of PSB. It also found that  

the transition to digital television would create a number 

of challenges for the broadcaster.

In 2006/7 Ofcom commissioned an independent financial 

review of Channel 4 which was published shortly after the 

resilience of Channel 4’s business model and considered 

the timing of any funding challenges that the Group may 

report Ofcom published four options as possible responses 

to the analysis:

1. ruling out any further public support for Channel 4;

2. monitoring Channel 4’s financial performance and 

remit delivery with a view to considering the case for 

future intervention at a later date;

3. considering ‘safety net’ measures to mitigate risks 

to Channel 4 in the short and medium term and 

reviewing potential options for more significant 

intervention at a later date; and

4. moving immediately to assess the possibility of major 

intervention.

Ofcom will take this work forward in 2007/8.

PSB in the digital age, Ofcom announced a review of 

children’s programming in February 2007. The review 

would begin with a research project focusing on:

children’s media in the UK;

content to children;

original content; and



Ofcom intended to publish the findings of this research 

in summer 2007. 

The growth in childhood obesity is a significant public 

health concern. In December 2003 the Secretary of State 

for Culture, Media and Sport asked Ofcom to consider 

proposals to strengthen the rules governing food and 

drink advertising to children. 

Following comprehensive analysis of the available 

scientific and audience research, and having concluded 

that targeted restrictions were warranted as part of a 

wider range of policy measures, Ofcom published a 

consultation in March 2006 seeking views on the most 

appropriate measures.

Having considered the more than 1,000 responses, which 

covered a wide range of perspectives, Ofcom announced 

new restrictions on the television advertising of food 

and drink product to children in November 2006. This 

balanced Ofcom’s regulatory objectives of reducing 

significantly the exposure of children under 16 to 

television advertising of food and drink products that are 

high in fat, salt and sugar (HFSS) with its statutory duty 

to secure high-quality television programmes of 

wide appeal.

Following a further brief consultation on extending some 

restrictions to programmes aimed at older children, 

Ofcom published its final set of rules in February 2007:

not be permitted in or around programmes made 

for children (including pre-school children), or in or 

around programmes that are likely to be of particular 

appeal to children aged 4-9.

not be permitted in or around programmes made 

for children (including pre-school children), or in or 

around programmes that are likely to be of particular 

appeal to children aged 4-15.

(February 2007).

stages of creative execution, could be broadcast until 

the end of June 2007. However, from 1 July 2007 all 

advertising campaigns must comply with the new 

content rules.

In determining which foods should be classed as being 

HFSS, Ofcom decided to make use of the Nutrient 

Profiling Scheme developed by the Food Standards 

Following concern expressed by viewers and a range of 

other stakeholders, Ofcom announced in March 2007 

an inquiry into the use of premium rate services (PRS) 

in television programmes. These concerns focused on 

apparent systematic compliance failures by a number 

of broadcasters, whose actions appeared to contravene 

existing consumer protection rules. 

Premium rate calls can cost up to £1.50 a minute from 

the BT network, and typical services include television 

voting lines, competitions and interactive television games. 

Ofcom announced that the inquiry would examine: 

audiences to the use of PRS in television programmes;

in programmes;

of broadcasters, producers and telecoms network 

operators and others involved in those programmes; 

and 

operators’ internal compliance procedures, guidelines 

and arrangements to ensure compliance with Ofcom 

and ICSTIS codes. 



Ofcom announced that the inquiry would be led by 

Content Board, with extensive input from the premium 

rate services regulator ICSTIS which was already 

investigating a number of individual cases. The inquiry 

expected to report its findings after the reporting period, 

in early summer 2007.

Separately, Ofcom opened over 20 separate cases of 

investigations into call-in television quizzes.

For details of Ofcom’s broadcast complaint handling 

see page 47.

The heavy reliance of many television programmes and 

channels on participation, and whether rules governing 

them should be tightened, was the focus of a paper 

published by Ofcom in December 2006. These services 

– such as quiz, psychic and adult chat services – rely 

heavily on interaction with viewers, usually by means 

of premium rate telephone lines. 

The paper was published in the context of: 

advertising and programming, as broadcasters seek 

new revenue streams;

to assess whether pricing and the element of chance are 

sufficiently transparent to viewers; and 

seeks to ensure that television services operate within 

the boundaries of gambling legislation.

Ofcom’s paper set out the areas that it intends to address 

in a full public consultation in 2007, after the end of this 

reporting period. This will focus on the most appropriate 

regulatory measures for channels that have a distinctive 

mix of editorial and promotional content.

In 2006/7 Ofcom consulted on three separate proposals 

which would have a bearing on the restrictions placed 

upon broadcasters in generating commercial revenue.

Product placement: The inclusion of, or reference 

to, a product or service within a programme in return 

for payment is currently prohibited under the European 

However, in a draft revision to the Directive, the 

Commission proposed to relax these rules, and Ofcom 

consulted on the possible impact of a limited and 

controlled introduction of product placement in the UK. 

In general, broadcasters were in favour of a controlled 

introduction, while several consumer and viewer 

organisations opposed it. Ofcom made the findings 

available to help inform discussions in Europe, and 

to make sure that the opinions of UK viewers and 

advertisers were represented effectively. 

Sponsorship of television and radio stations. 

broadcasting, Ofcom announced that it would amend its 

Broadcasting Code to allow the sponsorship of television 

and radio stations, as opposed to simply individual 

programmes, with certain restrictions in place on and 

around news and children’s programmes.

Appeals for donations. The Ofcom Broadcasting 

Code prevents commercial television broadcasters from 

making direct appeals to the viewer for donations to help 

make their programmes. Following a consultation, Ofcom 

concluded that television should be brought into line 

with radio, but with restrictions to ensure transparency and 

accountability, and the protection of vulnerable people who 

may be persuaded to make donations they cannot afford. 



Since 1997, BSkyB has been subject to regulation regarding 

the terms and charges it makes to those broadcasters and 

operators of interactive television who wish to make their 

content available on the BSkyB satellite platform.

Ofcom consulted on new proposals for revised guidelines 

in November 2005, with a further short consultation 

September 2006.

In July 2006, Ofcom announced that Classic FM, TalkSPORT 

and Virgin – the Independent National Radio operators 

– had applied for an extension to their licences. 

Following a review, Ofcom determined revised terms for 

the extended licence period, with a reduction in the amounts 

payable. This reflected the reduced value of analogue 

licences in an increasingly digital radio environment. 

Ofcom announced in March 2007 that it would 

investigate the pay-TV market. This followed a 

submission from BT, Setanta, Top Up TV and Virgin 

Media, requesting an investigation and that Ofcom 

should consider whether there were grounds for a market 

reference to the Competition Commission under the 

Ofcom Consumer Panel and the National Consumer 

Council, had also expressed concern over one aspect 

of the pay-TV market: the loss of BSkyB channels on 

Virgin Media’s pay-TV platform. 

Pay-TV includes subscription and video-on-demand 

television services on all platforms: cable, digital 

terrestrial television (DTT), satellite and television 

whether a market reference was appropriate, and whether 

any concerns would be better addressed using sectoral 

Separately, BSkyB announced in February 2007 that it 

proposed to launch a new pay-television service on the 

DTT platform. Ofcom announced that, following a series 

of requests for clarity on the regulatory process regarding 

the proposed launch, it would consult on any such 

proposal once it had received the necessary applications. 

On 21 November 2006, BSkyB acquired a 17.9 per cent 

stake in ITV plc, and Ofcom invited both organisations to 

comment on whether this represented a change of control 

of one or more licences held by ITV plc. If a change of 

this kind had taken place, Ofcom would be required to 

review the effects – or likely effects – on ITV’s licensed 

services: for example, original productions, news and 

current affairs programmes and regional programming. 

Separately, on 26 February 2007, the Secretary of State 

for Trade and Industry issued an intervention notice 

to Ofcom and the Office of Fair Trading to consider 

whether BSkyB’s acquisition raised public interest issues. 

Ofcom implemented an investigation, and submitted 

Ofcom’s advice was that there were public interest issues 

in relation to sufficient plurality of news provision for both 

cross-media and television news in the UK. In May 2007 

the Secretary of State referred BSkyB’s acquisition to the 

Competition Commission. 

consultation, the existing rules that restrict pay-television 

channels from being broadcast on digital terrestrial 

television (DTT) could be deregulated. 



Three of the six multiplex licences (multiplexes B, C 

and D) contain a requirement that all the channels they 

carried had to be free-to-air. The licences were granted 

by Ofcom’s predecessor the ITC in 2002, when factors 

such as the promotion and development of DTT were 

taken into account. Ofcom said that this restriction was 

now unnecessary, and that finding the right balance 

between pay-television and free-to-air channels could 

be better left to the market.

Total radio listening in the UK reached a record high of 

45 million listeners in the final quarter of 2006, with 90 

per cent of the population tuning-in every week. Digital 

radio is helping to increase the popularity of radio overall, 

which offers a greater choice of stations.

In July 2006 Ofcom launched a programme to expand 

the next three years. Following a period of consultation 

and frequency allocation planning, Ofcom announced 

that a second national radio multiplex licence would be 

advertised by the end of 2006, together with the first of 

December 2006 with a formal invitation to apply. 

sought views on the applications, with a closing date for 

submissions of 15 June 2007. 

Challenges from technologies such as podcasting, stalling 

advertising growth and pressure on local stations from 

digital radio were some of the issues considered in an 

Ofcom discussion document, The Future of Radio, 

published in November 2006. It represented the first stage 

in Ofcom’s work to address a number of challenges facing 

the radio industry, and identified specific areas that may 

need consideration. These included: 

format are still required to ensure a broad range 

of services for listeners;

spectrum use;

with DRM (Digital Radio Mondiale) services;

analogue declines; and

the review – a consultation on a possible framework 

for future regulation and licensing of the radio centre. 

The consultation focused on three main areas:

1. Regulation of commercial radio. Ofcom proposed 

to align the regulation of analogue radio with that of 

specify the type of programming and the amount of 

local material a station must produce.

2. Regulation of community radio. Ofcom sought 

views on how the regulation could be amended to 

reduce the level of regulation on these small stations.

3. Future use of analogue spectrum. Ofcom sought 

views on changes which could free-up spectrum 

currently used by analogue radio services, at an 

appropriate time in the future.



In 2006/7 Ofcom continued its programme of 

licensing community radio stations, which cover small 

geographical areas on a not-for-profit basis and which 

are focused on delivering specific social benefits.

By the end of March 2007 over 60 community radio 

stations were broadcasting, reflecting the variety of 

cultures, demographics and tastes in the UK. For 

example, there were stations catering for elderly people, 

children, young people, the Muslim community, the 

Irish Gaelic speakers, and a variety of musical tastes.

During the first round of licensing, Ofcom awarded 

107 licences from a total of 194 applications. The 

second round, announced in July 2006, attracted letters 

of intent from 184 organisations, for which Ofcom 

announced that:

urban areas of the UK due to spectrum scarcity; and

12 weeks to apply for a licence.

The holders of community radio licences can seek 

financial support from Ofcom’s Community Radio Fund. 

The Fund Panel, chaired by Kevin Carey, conducted 

two rounds of applications for funding in 2006/7 and 

awarded grants to 40 community radio stations totalling 

£829,975. 

In 2006/7 Ofcom awarded 29 community radio licences 

(see Table 3).

In 2006/7 Ofcom continued with its programme of 

FM commercial radio licensing. The licence awards 

committee of the main Ofcom board. In the year to 31 

March 2007 Ofcom awarded 15 radio licences (see Table 3).

opportunities for a wide range of people to broadcast for 

a variety of reasons. For example, a short-term licence 

may celebrate a local event, or broadcast for a religious 

period (such as Ramadan), or be run for an educational 

an establishment, for example for people in hospital or 

consulted on proposals to ease the regulatory burden of 

commercial or community radio licence has been 

granted or where it is being advertised, would be 

removed; and

than five years on request.





In 2006/7 Ofcom contributed to major international 

reviews on:  

communications;

phone roaming charges; and 

During the year, Ofcom continued to work closely with 

the Government on the European Commission’s proposed 

sets EU-wide rules for cross-border broadcasting.

Ofcom focused on two principal areas: 

advertisements.

On scope, Ofcom argued for a limited extension of scope 

to only cover television-like on-demand services and 

stressed the importance of co-regulation in implementing 

any extension of regulatory scope.   

Ofcom also said that it would be proportionate to 

remove some of the detailed restrictions on broadcasting 

advertisements, such as those that specify the period 

of time that must elapse before a programme can have 

a centre-advertising break. It also advised the UK 

Government on the potential implications of a relaxation 

of product placement rules on television.

In November 2006, the Council of Ministers agreed 

December 2006, the European Parliament also agreed a 

First Reading Text of the Directive. Ofcom believes that, 

in both cases, the texts represent significant improvements 

on the Commission’s original proposals in relation to 

scope and liberalisation of advertising rules.



The European Regulators Group (ERG) is a forum of 

national telecommunications regulators that has a role 

under the EU Regulatory Framework to advise the 

European Commission on the practical application 

of the Framework. 

Ofcom’s Senior Policy Partner, Kip Meek, was appointed 

chair of the ERG for 12 months in 2006 and began a 

review programme to examine areas where it could 

work together more efficiently and effectively. In October 

2006, ERG members committed to new procedures 

and disciplines to strengthen their collective work; this 

included reviewing and updating priority areas for a 

common approach to remedies applied to players who 

have significant market power under the Framework, 

and a commitment to share best practice. Ofcom believes 

that these steps will significantly improve the quality 

and consistency of EU telecoms regulation. This will 

encourage more competitive markets in general and the 

development of the internal market for telecoms services 

in particular. 

In autumn 2006, the European Commission began a 

review of the EU communications regulatory framework, 

which underpins Ofcom’s approach to economic 

regulation of telecommunications markets. Ofcom 

submitted detailed comments to the Commission jointly 

with the UK Department of Trade and Industry. These 

focused in particular on the need for:

full array of powers, including the kind of  ‘functional 

separation’ remedy that was used in Ofcom’s Strategic 

Review of Telecommunications; and

wireless services to be launched. Ofcom also supported 

a review of universal service obligations and the 

re-examination of consumer protection and 

enforcement powers. 

Following negotiations in European Council and 

Parliament, the Regulation governing provision of mobile 

international roaming services were due to come into 

force later in the year.

Ofcom supported the proposal’s aim to bring down 

international roaming prices for consumers significantly 

and to make a step change in the transparency of roaming 

tariffs. It worked closely with the Government during the 

period of negotiations to improve the practicability and 

effectiveness of the measures.

The European Regulators Group (ERG) has agreed 

a co-ordinated approach to monitoring of market 

developments and enforcement of the measures. Ofcom 

is leading this work within ERG and is committed to 

full and effective implementation.

Ofcom led the UK delegation to the International 

Telecommunications Union’s (ITU) Regional 

Radiocommunication Conference (RRC), held in Geneva 

in May 2006. The ITU is the international co-ordinating 

body for spectrum and telecoms standards.

The purpose of RRC was to produce a new international 

spectrum frequency plan for digital broadcasting 

including digital radio. In total, over 100 countries were 

East. Ofcom’s principal objectives at RRC were to secure 

international agreement to the frequency assignments 

plan required for UK digital television switchover, as 

well as recognition that the spectrum identified for release 

following switchover – the ‘digital dividend’ – could be 

used for purposes other than traditional broadcasting. 

agreed to this. 

For Ofcom’s proposals for the UK digital dividend, 

see page 19. For an update on Ofcom’s work on digital 

switchover see page 31. 



Ofcom has responsibilities to enforce ex ante rules such as 

rules imposed on providers with significant market power, 

and rules imposed on all providers as general conditions. 

Ofcom also determines disputes between providers of 

electronic communications networks and services, and 

ex ante powers. 

to enforce competition law concurrently with the Office 

of Fair Trading, and acts as the competition enforcement 

agency for the communications sector. Ofcom’s role under 

competition law includes:

Ofcom also has a significant programme of enforcement 

action to protect consumers from unlawful or abusive 

conduct, and this activity was a source of renewed activity 

programme, Ofcom considers individual consumer 

complaints under the Unfair Terms in Consumer 

Contracts Regulations 1999 and under Part 8 of the 

Ofcom has continued to publish six-monthly reports, 

setting out in detail the work of the investigations programme. 



In 2006/7 Ofcom received 213 complaints or dispute 

referrals. In addition, Ofcom identified 21 issues for 

possible investigation on its own initiative. In total, 183 

of these cases were rejected or redirected (either within 

Ofcom or to another organisation) upon receipt. Of the 

remaining 51, Ofcom moved 45 into its enquiry phase 

(during which Ofcom decides whether to launch a full 

investigation into a complaint or to resolve a dispute) and 

six were moved directly to a full investigation. Of the 

45 cases considered in enquiry phase, 14 resulted in full 

investigations being opened by the end of the reporting 

period, with two cases still in the enquiry phase. 

Taking all requests received (including issues identified 

at Ofcom’s own initiative), 20 cases (or 9 per cent) were 

found to warrant full investigation with a further two 

cases awaiting a decision. 

Ofcom opened a further two investigations during the 

reporting period. These resulted from enquiries that 

had been opened before the reporting period began. 

reporting period of which 14 were closed by 31 March 

2007. Ofcom closed a further 13 investigations that had 

been opened in the previous reporting period. For details 

of investigations key performance indicators, see page 70. 

Significant milestones include:

(10 per cent of turnover) for failure to comply with rules 

to protect consumers from slamming and mis-selling.

one company for failure to comply with statutory 

information requests.

of a company, in relation to the provision of false 

information.

£162,500 for persistent misuse of electronic networks 

and services.

In addition to these cases, Ofcom issued a further six 

notifications of contravention to companies which Ofcom 

had reasonable grounds for suspecting were in breach 

of various General Conditions.



In 2006/7 Ofcom’s Communications Market series 

comprised three main reports focusing on: the UK 

communications sector; the Nations and Regions of 

the UK; and the UK within an international context.

The reports provided a comprehensive picture of the 

telecoms, broadband and broadcasting sectors, including 

the latest available data on: industry size, structure and 

financing; availability, penetration and use of products 

and services; and consumer attitudes and behaviour.

number of special reports each focusing on a specific 

demographic as well as a number of Digital Progress 

Reports examining developments in the digital television 

and broadband markets.

Throughout the year Ofcom carried out research to 

provide a robust evidence base for policy development. 

In 2006/7 this included the Consumer Experience, 

which evaluated the experience of UK consumers 

in telecoms, broadcasting and internet markets. The 

research informed a separate project on digital inclusion 

to examine issues associated with ensuring that citizens 

are able to benefit from new services, regardless of their 

geographical location or social or economic profile.

Understanding the impact of technology developments 

on the communications industry is vital to Ofcom in 

shaping regulatory policy. Ofcom carries out research 

to stay informed about emerging new technologies and 

their potential impact on markets with a particular 

focus on enabling optimum use of the radio spectrum 

and for encouraging innovation and investment in 

wireless communications.





The Ofcom Central Operations function deals with 

questions and complaints from a broad range of viewers, 

listeners, customers of telecoms companies and users and 

licensees of wireless communications services. The function 

Centre and Ofcom Consumer Services.

During the period under review, Central Operations 

answered more than 148,300 telephone enquiries and 

received more than 105,900 completed internet forms, 

emails, letters and faxes. Of these, around:

(14 per cent); and

During the reporting period, the Ofcom Contact Centre 

focused on recording consumer complaints and enquiries 

in more detail, in order to improve Ofcom’s ability to 

monitor and investigate the issues they raised. 

The Ofcom Contact Centre uses an interactive voice 

response system to offer recorded advice, which can 

direct callers to the help they need without holding on 

to speak to Ofcom staff. Some 61,990 callers listened 

to this recorded advice.

Central Operations resolved 97 per cent of all calls, 

internet forms, emails, letters and faxes without escalating 

the issue to other parts of Ofcom. The remaining 

three per cent were resolved within other functions 

across Ofcom.

Some 20 per cent of all customer complaints in 

telecommunications were about broadband migration, 

where customers experience problems with changing 

broadband service or the provision of service in a new 

property. Issues include ‘tag on the line’ and problems 

alphanumeric reference that enables customers to switch 

broadband provider smoothly and with minimal disruption. 

Some eight per cent of customer complaints were about 

slamming, where a customer is switched to a new 

supplier without their knowledge or consent; and 

mis-selling, where consumers sign up to a service 

based on information which they later find is untrue.

Other customer complaints in telecommunications 

included:

companies to discuss ways in which their service to 

customers can be improved. Details of companies which 

demonstrate persistent problems are passed to Ofcom’s 

Competition Group for potential formal investigation.

than 36,300 enquiries from users and providers of 

radiocommunications services, as well as other members 

of the public. These related to:

public to identify the location of mobile phone base 

stations by postcode.

130,000 life-time licences have now been issued 

to these licensing customers.

issuing of licences to customers (see page 60 for details).



The Ofcom Consumer Services broadcasting team logged 

not resolved by the team were passed to the Content & 

Standards Group for further investigation. The overall 

number of complaints about broadcasting increased 

significantly as a result of some programmes generating 

high volumes of complaints from viewers and listeners.

The greatest cause for complaint about television and 

radio programmes was material which viewers or listeners 

found harmful or offensive, including racist comments, 

strong language, sexual portrayal and religious offence. 

Celebrity Big Brother (approximately 45,000). Other 

programmes that generated significant numbers of 

complaints during the year were:

Shipwrecked

;

amount of advertising on some channels.

Many of the complaints received about broadcasting 

issues were referred for further investigation within Ofcom.

For Ofcom Central Operations’ key performance 

indicators, see page 71.

Ofcom is committed to ensuring its policy development 

and regulatory actions are informed by the views of 

everyone with an interest in the outcome. To achieve this, 

and the English regions; a number of advisory bodies; 

and a team responsible for the management of public 

and political relationships in the UK and throughout 

the European Union.

Ofcom has three national offices, led by senior directors 

in Belfast, Cardiff and Glasgow, as well as other regional 

offices for its spectrum management Field Operations teams.

Together with the England Directorate, based in 

functions help ensure sufficient attention is given to 

important national and local issues. These include both 

the availability of broadband and the range of available 

speeds and digital television in rural areas, and issues 

such as mobile phone coverage and spectrum use.

Details of the work of the Consumer Panel are given 

on page 83.

Board are given on page 83.

Older and Disabled People are given on page 84.

Details of the work of the Committees for the 

Nations and Regions are given on page 84.

Ofcom is a statutory organisation, independent of 

Government but accountable to Parliament. To ensure 

Parliament is kept fully informed about Ofcom’s work, 

the Public and Political Relations team acts as an 

interface between parliamentarians and Ofcom’s 

regulatory announcements and decisions. 

The team also links with Ofcom’s directors in the Nations 

to ensure that the devolved administrations are fully 

aware of Ofcom’s priorities and co-ordinates Ofcom’s 

European stakeholder relationships.






































































































































































