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Under the Enterprise Act, the vast majority of UK merger decisions are taken by the OFT and
the Competition Commission (CC) as specialist, independent competition authorities. We
investigate completed and anticipated mergers that meet certain turnover or share of supply

thresholds. We refer such mergers to the CC where we believe that it is or may be the case that

they may substantially lessen competition.

Performance against our annual plan

Objective
We will keep markets open and competitive through merger control.

Our commitment

Our performance

Make references to the CC or accept undertakings in lieu in all

mergers which we believe may substantially lessen competition:

* we expect to consider between 180 and 230 public mergers

e of these we expect 30 to 50 to raise more complex issues and hence
be considered by a case review meeting

* based on experience, and the Court of Appeal’s clarification of the
substantive merger test, we expect to refer to the CC or accept
undertakings in lieu of reference for between 20 and 25 mergers.

* Considered 188 public mergers

* 35 cases considered by a case
review meeting

* Referred 18 mergers to the CC

* Accepted undertakings in lieu of
reference in four cases.

Seek to play a full part in working within the new EC merger regime.

e Attended all Advisory Committee
meetings on both cases and
policy questions

¢ Involved in cases on all
jurisdictional provisions.

During 2004-05, the OFT spent £1.71m on achieving this objective. This
money was allocated as follows:

Staff costs: £1.68m
Administration costs: £0.03m
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The OFT examined a
total of 257 mergers

and merger proposals
in 2004-05.
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Merger cases

A merger qualifies for investigation if the UK turnover of
the business being acquired is over £70m, or if the
merger will create or enhance a 25 per cent share of
supply of a particular product or service in the UK, or a
substantial part of the UK.

The OFT examined a total of 2567 mergers and merger
proposals in 2004-05 (including Confidential Guidance
and Informal Advice cases).

Of these, 35 raised more complex competition issues
and were considered at a case review meeting — an
internal forum for rigorously testing the OFT's internal
views before a decision is made.

Where we believe that it is, or may be, the case that a
merger has resulted, or may be expected to result, in a
substantial lessening of competition, we must refer it to
the Competition Commission (CC) unless:

e we can fix the competition problem by agreeing
binding undertakings with the merging parties instead
of a reference

¢ the merger is insufficiently advanced to warrant
a reference

e the affected markets are not of significant importance
to warrant a reference, or

e the consumer benefits resulting from the merger
outweigh its adverse effects.
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In 2004-05 the following mergers were referred to the CC:

Case title Date of reference
Archant Limited / Independent News & Media plc 29/04/04
DS Smith plc / LINPAC Containers Limited 20/05/04
National Express Group PLC / Greater Anglia Franchise 27/05/04
Knauf Insulation Limited / Superglass Insulation Limited 17/06/04
Emap plc / ABI Building Data Ltd 01/07/04
Taminco N.V. / Air Products (Chemicals) Teesside Ltd 16/07/04
Arriva plc / Sovereign Bus & Coach Company Ltd 03/08/04
Arcelor SA / Corus UK Limited 10/09/04
Anglo American plc / Johnston Group PLC 29/09/04
Serviced Dispense Equipment Limited / Coors Brewers Limited 29/09/04
Napier Brown Foods plc / James Budgett Sugars Ltd 12/10/04
Bretagne-Angleterre-Irlande S.A. / P&O 07/12/04
Firstgroup plc / InterCity East Coast Franchise 21/12/04
LINK Interchange Network Limited /Transaction Network Services (UK) Limited 27/01/05
Francisco Partners LP / G International Inc 22/03/05
Somerfield plc / 114 Morrison stores 23/03/05
Deutsche Borse / LSE 29/03/05
Euronext / LSE 29/03/05

Undertakings in lieu of a reference to the CC were given in the following cases:

Case title Date of reference
iISOFT Group plc /Torex plc 29/04/04
Arriva plc , Wales and Borders Rail Franchise 20/05/04
Greene King plc / Laurel Pub Holdings 27/05/04
Capital Radio plc / GWR Group plc 17/06/04
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Archant — Independent News & Media

The completed acquisition by Archant Limited of the
London regional newspapers, formerly owned by
Independent News & Media plc, was referred to the
Competition Commission in April 2004.

This was the first newspaper reference since the
implementation of the Communications Act 2003 gave
the OFT jurisdiction over relevant newspaper mergers. It
followed a reference to the CC by the Secretary of State
for Trade and Industry of the anticipated acquisition of
the same titles by Newsquest (London) Limited in 2003.

The local newspapers acquired by Archant cover areas of
North-West, North and East London, as well as North-
West Kent.

We took the view that the acquisition by Archant of
three titles in North and East London had similar
characteristics to transactions that had previously given
the CC concern, and that the transfer of another four
titles might result in the creation of a near monopoly in
some areas. For these reasons, we thought that the test
for reference was met and that the CC should look at
the merger in greater depth.

The CC eventually concluded that the acquisition would
not lead to a substantial lessening of competition in the
market for advertising in those areas affected by the
takeover. Final clearance of the merger was given in
September 2004.
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Capital Radio — GWR Group
Capital Radio plc's anticipated acquisition of GWR Group

plc, which owns Classic FM and 36 local radio stations,
was cleared without a reference to the Competition
Commission after satisfactory undertakings were given
to address our competition concerns.

Our investigation found that, while the merged entity
would have a 40 per cent share of radio advertising
revenue, the stations owned by Capital and GWR were
in largely different parts of the UK. Advertisers would be
able to switch from the merged entity to alternative
stations when running a national campaign.

However, this was not the case in the East Midlands,
where we believed that it was the case that the merger
may be expected to result in a substantial lessening of
competition in the supply of radio advertising airtime.

In response to our concerns, the parties offered to
divest Capital Radio’s station in the East Midlands,
Century 106 FM. We accepted this undertaking in lieu of
a reference to the CC in March 2005.
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Taminco — Air Products and Chemicals

We referred the anticipated acquisition by Taminco N.V.
of the European methylamines and derivatives business
of Air Products and Chemicals Inc (AP) to the
Competition Commission in July 2004.

AP decided in spring 2003 to withdraw from the
European market for methylamines and methylamine
derivatives, which are used in products such as solvents
and coatings. This led to the closure of its manufacturing
plant at Billingham and the proposed sale of the
remaining parts of the business to Taminco.

Concerns had been raised about the parties’ ability to
increase prices post-merger, particularly in relation to
alkylalkanolamines (AAAs), a methylamine derivative,
where the merger would reduce the number of
European players from three to two. The parties had
argued that the expected closure of AP’s European
methylamines and derivatives business meant that
the acquisition would have no effect on competition
in the UK.

However, on the basis of the evidence provided, we
concluded that it may be the case that the proposed
merger may be expected to result in a substantial
lessening of competition within the markets for the
supply of AAAs.

Following its own investigation, the CC was satisfied
that AP would withdraw from the supply of these
chemical products in any event and that its customers
would not be adversely affected by the takeover. The
acquisition was therefore cleared.
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Terra Firma — UCI & Cinema International
Corporation

We decided not to refer the acquisition by Terra Firma
Investments (GP)2 Ltd of United Cinemas International
(UK) Ltd and Cinema International Corporation (UK) Ltd
to the Competition Commission, provided that
satisfactory divestment undertakings were given.

The merger followed Terra Firma’s acquisition of the
Odeon cinema chain, which was cleared by the OFT in
November.

We concluded that it may be the case that the
acquisition by Terra Firma of UCI and Cinema
International Corporation may be expected to lessen
competition substantially, to the detriment of
cinemagoers, in 11 local areas where both UCl and
Odeon operate.

The parties offered to divest a cinema in each of these
areas to address our concerns. We accepted this
undertaking in lieu of a reference to the CC in May 2005.

iISOFT Group — Torex

In April 2004, we accepted undertakings from iSOFT
Group plc to divest the Laboratory Information
Management Systems (LIMS) business of Torex Plc to
remedy competition concerns about the merger of the
two healthcare IT companies.

As a result of these undertakings, we decided not to
refer the merger to the Competition Commission.






