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COMMISSION DECISION

0f 9.9.2014

declaring a concentration to be compatible with the internal market and the EEA

agreement
(Case M.7054 - CEMEX / HOLCIM ASSETS)

(Only the English text is authentic)

THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,

Having regard to the Agreement on the European Economic Area, and in particular Article 57

thereof,

Having regard to Council Regulation (EC) No 139/2004 of 20 January 2004 on the control of
concentrations between undertakings®, and in particular Article 8(1) thereof,

Having regard to the Commission's decision of 23 April 2014 to initiate proceedings in this case,

Having given the undertakings concerned the opportunity to make known their views on the
objections raised by the Commission,

Having regard to the opinion of the Advisory Committee on Concentrations?,

Having regard to the final report of the Hearing Officer in this case®,

Whereas:

(1)

On 28 February 2014, the European Commission received a notification of a
proposed transaction by which Cemex Espafia, S.A. ("Cemex Espafa", Spain) (the
"Notifying Party") intends to acquire sole control over the production and
distribution assets of Holcim Espafia, S.A. ("Holcim Assets")*, in cement, ready-mix
concrete ("RMX"), aggregates and mortar in Spain (“the proposed transaction™).’
Cemex Espafia and Holcim Espafia together will be referred to as "the Parties".

OJ L 24, 29.1.2004, p. 1 ("the Merger Regulation™). With effect from 1 December 2009, the Treaty on
the Functioning of the European Union ("TFEU") has introduced certain changes, such as the
replacement of "Community" by "Union" and "common market" by "internal market". The terminology
of the TFEU will be used throughout this decision.

0OJ C 438, 06/12/2014, p.17.

0OJ C 438, 06/12/2014, p.19.

The Holcim Assets also include a number of companies owned by Holcim Espafia S.A. that are
unrelated to the building materials sector. These companies are Filona S.R.L. (holding of shares and
participations), Geocycle Espafia, S.A. (collection, treatment and sale of polluting waste for disposal
and/or recovery), Holcim Logistica S.L. (road transport of goods), and Vera Consignatarios, S.L. (ship
consignment). The Holcim Assets, however, do not include Holcim Trading, S.A., a company dedicated
to the trading and transport of cementitious products from various locations around the world.

0JC 72,11.3.2014, p. 34.
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1.1.

)

(3)

1.2.

(4)

(5)

(6)

(")

(8)

THE PARTIES
Cemex

Cemex Espaiia is controlled by Cemex, S.A.B. de C.V., which is headquartered in
Mexico and, along with the rest of the Cemex companies, constitutes the Cemex
Group. All companies of the Cemex Group are hereinafter referred to as "Cemex".

Cemex is a global building materials company active in cement, RMX, aggregates
and related building materials. It has operations in Africa, the Americas, Asia,
Europe and the Middle East. In Spain, Cemex undertakes its activities through the
Notifying Party, which is the sole holding company of Cemex Espafia Operaciones
S.L.U. ("Cemex Espafia Operaciones”, Spain), which owns Cemex'’s cement, mortar,
concrete plants and aggregate quarries in Spain.

Holcim

The Holcim Assets include plants and quarries dedicated to the production and
supply of cement, aggregates, RMX and mortar in Spain. The Holcim Assets are
currently controlled by Holcim Ltd ("Holcim™), a joint stock company established
under Swiss Law, which is the ultimate parent company of the Holcim Group. All
companies of the Holcim Group are hereinafter referred to as "Holcim".

Holcim is a global supplier of cement, aggregates, mortar, RMX, asphalt,
cementitious materials and related building materials with operations in more than 70
countries.

THE PROPOSED TRANSACTION AND THE CONCENTRATION

On 12 July 2013, Holcim and Cemex signed a Memorandum of Understanding
("MoU") concerning a series of transactions by which Holcim will acquire certain
Cemex assets located primarily in western Germany ("Cemex West") whilst Cemex
will acquire control of the whole of Holcim's activities in cement, RMX and
aggregates in the Czech Republic and Spain. According to the terms of the MoU, the
transactions are related and dependent on each other.°

In order to compensate for the valuation difference between Holcim's Czech business
(to be acquired by Cemex) and Cemex West, Holcim will pay Cemex an amount of
EUR 70 million at closing. In consideration for contributing its operations in Spain to
Cemex, Holcim will acquire a 24.9 % minority shareholding in Cemex Espafia
Operaciones, the company which will combine the Spanish activities of each of the
Parties in cement, mortar, RMX and aggregates.” Holcim has an exit right that allows
it to sell its shareholding in Cemex Espafia Operaciones after a five-year period.

The transactions subject to the MoU cannot be assessed under Regulation (EC) No
139/2004 as a single concentration as two or more transactions can only be regarded
as a single concentration if control is ultimately acquired by the same undertaking.®
The transaction relating to the acquisition of Cemex West by Holcim had a Union
dimension and was declared compatible with the internal market and the EEA

See MoU, section C.2.

Based on the MoU, these minority rights will not confer on Holcim any degree of control over Cemex
Espafia Operaciones.

See paragraph 41 of the Commission Consolidated Jurisdictional Notice under Council Regulation (EC)
No 139/2004 on the control of concentrations between undertakings (OJ C 95, 16.4.2008, p. 1).
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(9)

(10)

(11)

(12)

(13)
(14)

(15)

(16)

17)

(18)

Agreement by the Commission on 5 June 2014.° In contrast, the parallel transactions
relating to the acquisition by Cemex of Holcim's businesses in Spain and the Czech
Republic do not have a Union dimension.

As a result of the proposed transaction Cemex Espafia will acquire sole control over
the Holcim Assets and the related business and activities of Holcim in the markets
for cement, RMX, aggregates and mortar in Spain.

Therefore, the proposed transaction constitutes a concentration within the meaning of
Article 3(1)(b) of Regulation (EC) No 139/2004.

UNION DIMENSION

The proposed transaction does not meet the turnover thresholds of Article 1(2) or
Avrticle 1(3) of Regulation (EC) No 139/2004. It does therefore not have a Union
dimension.

The Commission decided, however, to examine the proposed transaction by adopting
a decision on 18 October 2013 pursuant to Article 22(3) of Regulation (EC) No
139/2004. That decision followed a request from Spain of 12 September 2013
pursuant to Article 22(1) of the aforementioned Regulation.*°

PROCEDURE
The proposed transaction was notified to the Commission on 28 February 2014.

On 23 April 2014, the Commission found that the proposed transaction raised serious
doubts as to its compatibility with the internal market and the EEA Agreement.
Therefore, the Commission adopted a decision to initiate proceedings pursuant to
Article 6(1)(c) of Regulation (EC) No 139/2004 (“'the Article 6(1)(c) decision™).

On 24 April 2014, the Commission provided non-confidential versions of certain key
submissions of third parties collected during the Phase | investigation to the
Notifying Party.

On 6 May 2014, the Notifying Party submitted its written comments on the Article
6(1)(c) decision (“Reply to the Article 6(1)(c) decision”), together with two reports,
one concerning the Madrid area** and the other one the Levante area.® On 23 May
2014, the Notifying Party submitted amended versions of its two reports.

On 3 July 2014, the Commission adopted a Statement of Objections (*SO") pursuant
to Article 18 of Regulation (EC) No 139/2004.

Cemex replied to the SO on 17 July 2014 (“Reply to the SO”) and requested the
opportunity to develop its arguments at a formal Oral Hearing. Holcim also replied to
the SO on the same date.

10

11

12

Commission’s decision of 5 June 2014 in Case M.7009 — Holcim/Cemex West.
By letter of 1 October 2013 the Czech Republic informed the Commission of its decision not to join
Spain in its request for a referral under Article 22(1) of Regulation (EC) No 139/2004. The parallel

transaction relating to the acquisition by Cemex of Holcim's businesses in the Czech Republic was

cleared without conditions by the Czech Office for the Protection of Competition on 12 March 2014.
See Reply to the Article 6(1)(c) decision, Annex 2 "Coordinated effects in Madrid: additional economic

assessment".

See Reply to Article 6(1)(c) decision, Annex 3 "Unilateral effects in Levante: economic assessment".
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(19)

(20)

(21)

(22)

(23)

(24)

(25)

(26)

The Oral Hearing was held on 23 July 2014. A representative of Holcim and its
external legal advisors also attended the Oral Hearing.

On 28 July 2014, the Notifying Party agreed with the Commission to extend the
periods previously set pursuant to Article 10(3) second subparagraph, third sentence
of Regulation (EC) No 139/2004 by five working days.

The Advisory Committee on Concentrations met on 26 August 2014.

OVERVIEW OF THE CEMENT INDUSTRY

The proposed transaction concerns the building materials industry and more
specifically cement, clinker, RMX, mortar and aggregates, which both Parties
produce and sell.

The acquired assets of the proposed transaction are: (i) 4 cement manufacturing
facilititlef”’; (i) 91 RMX plants; (iii) 30 aggregates quarries; and (iv) 5 mortar
plants.

Cement is one of the main input products in modern construction. Cement is used as
an intermediary product, mainly for the production of RMX, and also in the
production of concrete products and mortar.> Cement is a fine powder used in the
building and construction sector because it has the power to set to a hard mass when
mixed with water. There are two main types of cement, white cement and grey
cement. The Parties' activities only overlap in grey cement as Holcim is not active in
white cement in Spain.

Clinker is the main raw material used in the production of cement. It is produced
through the conversion of limestone in a thermal, chemical reaction to the desired
calcined mineral. It is then ground and blended with gypsum and/or other
components to the desired cement product, either in a specific grinding mill or within
the cement plant. Therefore, the Notifying Party argues that there are two main types
of ceg}ent production facilities in Spain: integrated cement plants and grinding
mills.

An integrated cement plant is a manufacturing facility that covers the entire cement
production process. This includes the following steps: (i) raw material extraction or
mining from a quarry; (ii) raw material preparation and blending, i.e. limestone and
clay or shale crushing; (iii) raw feed preparation out of the raw materials in the form
of meal; (iv) clinker production, which forms the main process, converting raw feed
in a thermal, chemical reaction to the desired calcined mineral (the 'clinker' that has
the actual hydraulic properties in cement); (v) grinding and blending of clinker with
gypsum and/or other components to the desired cement product including storage;
and (vi) cement products handling for, and including, dispatch.*’

13

14
15
16
17

Three of the four cement facilities are integrated plants and are located in Almeria (Gador and
Carboneras) and the province of Cadiz (Jerez). The fourth plant has been transformed into a grinding
station and is located in the province of Toledo (Yeles). See recitals (26) and (27) for a definition of the
terms "integrated plants" and "grinding station".

[...]-

Form CO, paragraph 57.

Form CO, paragraph 58.

Form CO, paragraph 59.
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(27)

(28)

(29)

(30)

(31)

(32)

(33)

6.1.
6.1.1.
(34)

(35)

A grinding mill typically does not include the mining and the thermal process of
producing the clinker, but the final grinding and blending steps, with clinker and
other cementitious materials being delivered from a separate plant or sourced
elsewhere.®

In Spain, there are mainly two sources of clinker: (i) the integrated cement plants and
(ii) imports. Imports of clinker have traditionally been important for the coastal areas
of Spain, such as Levante. The imported clinker comes mainly from non-EU
countries such as China, Thailand, Turkey and Egypt. Sales of clinker produced by
integrated cement plants in Spain to third parties typically take place at a more
regional level.

Aggregates encompass the three primary raw materials used in construction and civil
engineering: gravel, crushed rock and sand.™

RMX is produced by mixing cement and aggregates with water. Concrete is mixed
either on-site or, more commonly, in a dedicated plant before being subsequently
transported to the point of use in specific mixer trucks.?

Mortar is a building material obtained from the mixture of a binding material (cement
and/or lime), sand and water. It is used, among other things, for bonding bricks and
stones, as well as for rendering and plastering.?

The proposed transaction gives rise to affected markets with regard to grey cement,
aggregates, RMX, mortar and clinker.

As the proposed transaction does not give rise to affected markets with regard to
white cement, this market will not be discussed further in this Decision.

GREY CEMENT
Relevant product market
Previous decisional practice

As mentioned in recital (24), there are two main types of cement: white cement and
grey cement. In past decisions, the Commission has defined distinct product markets
for white cement and grey cement.?

Within grey cement, there are a large number of different classes available and
further grades can be produced according to customer requirements. Cement classes
are defined by strength development and setting times, which are in turn determined
by the proportions and nature of the different raw cementitious products used to

18
19
20
21
22

Form CO, paragraph 61.

Form CO, paragraph 94.

Form CO, paragraphs 99 and 100.

Form CO, paragraph 104.

Commission’s decision of 14 March 2005 in Case No COMP/M.3713 — Holcim/Aggregate Industries,
paragraph 7; Commission’s decision of 8 December 2004 in Case No COMP/M.3572 — Cemex/RMC,
paragraph 11; Commission’s decision of 28 May 2004 in Case No COMP/M.3415 -
CRH/SEMAPA/Secil JV, paragraph 10; Commission’s decision of 1 March 2001 in Case No
COMP/M.2317 — Lafarge/Blue Circle (II), paragraph 9; Commission’s decision of 11 November 1998
in Case No COMP/M.1157 — Skanska/Scancem, paragraph 31; and Commission’s decision of 5 June
2014 in Case No/M.7009 — Holcim/Cemex West, paragraph 24.
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make that particular cement type.”® The EU standard EN 197-1 defines five classes
of common cement that comprise Portland cement as a main constituent.*

Table 1: Classes of common cement according to EN 197-1

. 0 -

CEM I Portland cement Comprlsmg Po'rtland cement and up to 5% of minor
additional constituents

CEM I ‘Ij:r;t(lee:]r:d-composne Portland cement and up to 35% of other single constituents

CEM Il Blast furnace cement Portland cement and higher percentages of blast furnace slag

0 - -

CEM IV Pozzolanic cement Portlan(_i cement and up to 55% of pozzolanic constituents
(volcanic ash)

CEMV Composite cement Portland cement, blast furnace slag or fly ash and pozzolana

Source: European Committee for Standardisation.

(36)

(37)

6.1.2.
(38)

6.1.3.
6.1.3.1.
(39)

(40)

In the past the Commission has considered that the market for grey cement should
not be further segmented according to grades or classes (CEM | to CEM V).%

Moreover, grey cement is sold both bulk and bagged.”® Bags containing about
25-30 kg of grey cement are sold through do-it-yourself stores and building material
retailers whereas bulk grey cement meets the demand of RMX plants, plants
producing concrete products and building sites.?’

The Notifying Party's arguments

The Notifying Party submits that there is an overall market for the manufacture and
sale of grey cement, regardless of its grade and packaging.?® The Notifying Party
submits that the main suppliers are in a position to produce different types and
packaging of grey cement. Moreover, there is a large degree of demand-side
substitutability since both bulk cement and bagged cement are suitable substitutes for
customers and represent modalities of distribution rather than product characteristics.

Responses to the market investigation
White versus grey cement

The market investigation in this case has supported the Commission's earlier findings
and the Notifying Party's view that grey cement and white cement constitute separate
product markets.

Most of the competitors and the vast majority of customers that responded to the
market investigation distinguished between white cement and grey cement.
Customers explained that white cement is used for different purposes and is more
expensive than grey cement. Moreover, competitors explained that grey cement and

23

24
25
26

27
28

See UK Competition Commission's report of 1 May 2012: "Anglo American PLC and Lafarge S.A.: A
report on the anticipated construction materials joint venture between Anglo American PLC and
Lafarge S.A.".

Commission’s decision of 5 June 2014 in Case No M.7009 — Holcim/Cemex West, paragraph 36.
Commission’s decision of 5 June 2014 in Case No M.7009 — Holcim/Cemex West, paragraph 45.
Commission's decision of 16 May 2011 in Case No COMP/M.6153 — Anglo American/Lafarge/JV,
paragraph 25; Commission’s decision of 4 March 2008 in Case No COMP/M.4898, Compagnie De
Saint-Gobain /Maxit, paragraph 210; and Commission’s decision of 5 June 2014 in Case No M.7009 —
Holcim/Cemex West, paragraph 39.

Form CO, paragraph 64.

Form CO, paragraph 65.
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6.1.3.2.
(41)

(42)

6.1.3.3.
(43)

(44)

(45)

6.1.4.
(46)

white cement are different, mainly for the following reasons: (i) the raw material
used for their production is different, (ii) it is difficult to produce grey and white
cement at the same production site and (iii) the production cost of white cement is
higher than grey cement.?

Classes

The market investigation in this case has supported the Commission's earlier findings
that the market for grey cement should not be further segmented according to grades
or classes (CEM | to CEM V).

A large majority of competitors indicated that cement producers are able to switch
between the production of different cement classes (for instance from CEM I to
CEM I11) at short notice and without incurring significant costs, although there may
be some constraints with regard to specific raw materials for certain classes of
cement.*® A large majority of customers indicated that the suppliers of the different
grades of cement are usually the same.®* As one customer observed “the national

producers of cement often have the full range of these types of cement".*

Bagged versus bulk

The market investigation in this case has supported the Commission's earlier
findings® that the market for grey cement could be further segmented according to
whether grey cement is sold bulk or bagged.

First, although suppliers of grey cement in Spain that responded to the market
investigation indicated that they sell both bulk and bagged cement, additional
investment would be required to switch production from bulk cement to bagged
cement if there is no bagging and palletising installation in place.*

Second, from the demand-side perspective there appear to be differences in terms of
customers, prices and performance. Nearly all the customers that responded to the
market investigation have not switched from bagged to bulk cement (and vice versa)
and the majority of customers would not switch from bagged to bulk cement (and
vice versa) in case of a small but significant non-transitory increase in price.*

Conclusion on the product market definition

In light of the above, the Commission considers that for the purpose of the
assessment of the proposed transaction, the relevant product market is the overall
market for grey cement. However, the exact product market definition can be left

29

30
31
32

33
34

35

See replies to question 23 - Phase | questionnaire to competitors-cement, replies to question 10 - Phase |
questionnaire to customers-cement and replies to question 9 - Phase Il questionnaire to customers-
cement (Q7).

See replies to question 27 - Phase | questionnaire to competitors-cement.

See replies to question 18 - Phase | questionnaire to customers-cement.

The Spanish original reads "Los productores nacionales de cemento suelen disponer de la gama
completa que abarca estos diferentes tipos de cemento”. See reply to question 18 - Phase |
questionnaire to customers-cement.

Commission’s decision of 5 June 2014 in Case No M.7009 — Holcim/Cemex West, paragraph 49.

See replies to questions 24 and 25 - Phase | questionnaire to competitors-cement and replies to question
2 - Phase Il questionnaire to competitors-cement.

See replies to question 17 - Phase | questionnaire to customers-cement and replies to question 16 -
Phase Il questionnaire to customers-cement (Q7).
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6.2.
6.2.1.
(47)

(48)

6.2.2.
(49)

(50)

(51)

open since the competitive assessment would not change even if a narrower
segmentation between bagged and bulk grey cement were considered.*®

Relevant geographic market
Previous decisional practice

In past decisions, the Commission has considered that the geographic market for grey
cement consists of a group of geographic markets centred on different cement plants,
overlapping one another.®” The scope of the relevant geographic markets was
determined by the distance from the plant at which cement may be sold.

In previous decisions, the Spanish Competition Authority (Comision Nacional de los
Mercados y la Competencia, "CNMC") has analysed the geographic market for grey
cement by zones encompassing several Autonomous Communities,® such as the
Centre zone (comprising the Autonomous Communities of Madrid, Castilla-La
Mancha, Castilla-Leon and Extremadura), the zone of Levante (comprising the
Autonomous Communities of Catalufia, Valencia and Murcia), and the Autonomous
Community of Andalusia.* The precise geographic market was, however, ultimately
left open.

The Notifying Party's arguments

The Notifying Party submits that the relevant geographic market for grey cement
covers the territory of mainland Spain. Alternatively, it submits that the relevant
geographic markets comprise "clusters™ of provinces included in circles defined by
150 or 250 km radii around the Parties' plants.*’

The Notifying Party puts forward the following element in this respect. Grey cement
is a relatively heavy product with low added value, for which transportation is a very
relevant cost element and competitive driver. In consequence, grey cement will
normally not travel much further than a given distance from the plant even if a
faraway customer would be prepared to pay a premium price for it.**

As concerns the methodology for determining clusters, the Notifying Party defines
the radii based on linear distances, that is to say, based on the shortest distance

36

37

38

39

40
4

According to the Notifying Party, sales of bulk grey cement accounted for [80-90]* % of its overall
grey cement sales with the remaining [10-20]* % being bagged. For Holcim, the split is [70-80]* % /
[20-30]* %. In light of the foregoing, the Notifying Party submitted market shares for its competitors
for the bulk and bagged grey cement segments by splitting the overall grey cement market by [80-90]*
% (bulk) / [20-30]* % (bagged). The overall results of the market investigation support this
approximation.

Commission’s decision of 6 July 1994 in Case No IV/M.460 — Holdercim/Cedest, paragraph 16;
Commission’s decision of 16 December 1997 in Case No COMP/M.1030 — Lafarge/Redland, paragraph
16; Commission’s decision of 11 November 1998 in Case No COMP/M.1157 — Skanska/Scancem,
paragraph 56; Commission’s decision of 1 March 2001 in Case No COMP/M.2317 — Lafarge/Blue
Circle (II), paragraph 8; Commission’s decision of 8 December 2004 in Case No COMP/M.3572 —
Cemex/RMC, paragraph 20 and Commission’s decision of 5 June 2014 in Case No M.7009 —
Holcim/Cemex West, paragraph 63.

An autonomous community is a political and administrative division of Spain, which includes one or
several provinces.

CNMC's decision (ex-CNC) of 30 July 2013 in Case No C/0517/13 - Cementos Molins/Cemex-Activos,
paragraph 32, CNMC's decision (ex-CNC) of 19 November 2008 in Case No C/0112/08 -
Cemex/Oriodnidas, section IV.2, and CNMC's decision (ex-CNC) decision of 13 March 2008 in Case No
C/0052/08 - Lafarge/Grupo GLA, section V.2.1.

Reply to the SO, paragraph 6 and Form CO, paragraph 82.

Form CO, paragraph 91.

13

EN



EN

6.2.3.
(52)

(53)

(54)

(55)

(56)

(57)

between two points. Additionally, when calculating the total size of the cement
market in each territorial cluster based upon a 150/250 km radius around a particular
cement plant, the Notifying Party includes the provinces totally or partially
comprised in that radius.** This means that even if a significant fraction of a province
geographically lies outside the boundary of the relevant radius, it is nonetheless
included by the Notifying Party in that cluster.

Responses to the market investigation and the Commission’s assessment

The Commission considers that the relevant geographic markets in this case should
be defined not as national but as circular areas around the relevant cement plants
reflecting the distance up to which cement suppliers can economically sell cement. In
that regard, the Commission considers that 150 km is the appropriate radii of the
circle around the relevant grey cement plants.

Responses to the market investigation supported the Commission’s view that the
relevant geographic market for grey cement in this case is not national in scope.

First, a large majority of respondents to the market investigation indicated that the
competitive conditions are not homogeneous throughout the territory of Spain. In
particular, respondents claimed that prices and suppliers differ according to the
region considered.*® As one competitor indicated, "The impact of the transport costs
on the final price of grey cement is high. Therefore, the competition in a particular
area depends on the number of suppliers who are able to sell there with similar
transport costs".** Moreover, the majority of the competitors that responded to the
market investigation indicated that the average transport costs for supplying a
customer located at a distance of 150 km is between 5-10 % of the final price,
increasing to 15-20 % for a distance of 250 km.*®

Second, cement suppliers that responded to the market investigation indicated that
more than 70 % of their total sales of grey cement are supplied within a radius of 150
km around each plant. This average figure reaches approximately 90 % if the radius
is extended to 250 km.*®

Third, customers that responded to the market investigation indicated that 80 % of
their total purchases of grey cement are supplied from a distance of up to 150 km
from their location and 89 % of their total purchases of grey cement are supplied
from a distance of up to 250 km from their location.*’

The Commission acknowledges that defining the relevant geographic markets as
radius around a grey cement supplier’s plant may lead to the inclusion of customers
facing differing supply conditions in the same relevant geographic market, in

42
43

44

45
46
47

Form CO, paragraph 88.

See replies to question 4 - Phase Il questionnaire to competitors-cement, replies to question 4 - Phase |1
questionnaire to customers-cement (Q6) and replies to question 22 - Phase Il questionnaire to
customers-cement (Q7).

The Spanish original reads "La repercusién del coste de transporte en el precio de venta del cemento en
destino, es elevada. Por lo que la competencia en cada punto de Espafia depende del nimero de
productores que puedan acceder a dicho punto con un coste de transporte mas o menos semejante”. See
reply to question 4 - Phase 1l questionnaire to competitors-cement.

See replies to question 34 - Phase | questionnaire to competitors-cement.

See replies to question 29 - Phase | questionnaire to competitors-cement.

See replies to question 23 - Phase | questionnaire to customers-cement and replies to question 18 -
Phase Il questionnaire to customers-cement (Q7).
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(58)

(59)

(60)

(61)

(62)

6.2.4.
(63)

particular as far as the number of alternatives available to each customer is
concerned.*®

Grouping together only customers facing similar supply conditions would, however,
lead to the definition of many different geographic markets. The Commission
therefore uses the approach of drawing a radius around the Parties' plants which
include the customers for which the respective plant is a potential source of supply.
In any case, the fact that within a given radius customers may face differing supply
conditions will be taken into account in the ensuing competitive assessment.

As regards the calculation of market shares in these radii, the Notifying Party has
estimated the total size of the relevant geographic markets (radii of 150 km around
the Parties' plants in Spain) by adding up the cement consumption in each of the
provinces totally or partially included in a given radius. The reason is that the
historical statistics of sales of cement in Spain (as compiled and published by La
Agrupacién de Fabricantes de Cemento de Espafia, the Spanish Cement Producer
Association known as "Oficemen") are broken down per province, and not per infra-
provincial territorial units. Arguably, a fraction of the included province can lie
outside the boundary of the relevant radius. However the analysis by the Commission
of sales data and supply patterns showed that this methodology does not affect the
accuracy and reliability of the market estimates. Moreover it also helps to capture the
cement sales made at more distant locations.

As regards the dimension of the radius to consider, the Commission notes that by
including provinces that are only partially covered by a given radius, the clusters
defined by the Notifying Party based on the 150 km radius include areas that are
located more than 150 km from the cement plant in question. In most cases, this
includes regions located more than 250 km from the plant in question.

Additionally, and given that linear distances represent significantly shorter distances
than by road, the 150 km radius per se already comprises areas located more than
150 km away from a given plant by road distance.

In this respect, an analysis of Cemex’s own sales data confirms that the vast majority
of sales are transported over a distance of less than 150 km. In particular, the
distribution of sales by distance shows that overall in Spain more than 80 % of the
volumes sold to third parties are delivered to addresses located less than 150 km
away from the plants where the grey cement was produced.*’A radius of 150 km
appears therefore to reflect the distance up to which cement suppliers typically sell
cement in Spain.

Conclusion on the geographic market definition

For the purpose of the assessment of the proposed transaction, the Commission
considers that the relevant geographic market for grey cement corresponds to clusters

48

49

Due to transport costs, depending on its location, a cement supplier may be in a better position to make
a competitive offer to certain segments of the cluster (those nearer to its plant) than to other segments
located far away from its plant. As a consequence, the alternatives that a customer has available will
thus differ depending on its geographic location within the cluster. Moreover, since prices are
negotiated individually with customers in the grey cement markets, cement suppliers can enter into
price competition for each individual customer’s business.

This figure is about 75 % using Holcim's transaction data. The Commission considers Holcim's data
incomplete for the purpose of this analysis, however as more than 40 % of transactions refer to pick-up
sales where the delivery destination and distance is not recorded. The Commission has therefore been
unable to draw any conclusion from that data.
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(64)

6.3.
6.3.1.
(65)
(66)

(67)

of provinces totally or partially included in circles of 150 km radii around the Parties'
plant in Spain. In this respect, for each relevant geographic market the provinces
mncluded are presented in Table 2.

Table 2: Provinces covered by each relevant geographic market

Clusters Provinces in the cluster

Albacete, Ciudad Real, Cuenca, Guadalajara, Toledo, Avila,
Salamanca, Segovia, Valladolid, Badajoz, Caceres, Madrid

Holcim's Yeles plant

Cadiz, Cordoba, Huelva, Malaga, Sevilla, Badajoz, Faro

Holcim's Jerez plant (Portugal)

Holcim's Gador-Carboneras

plants® Almeria, Granada, Jaen, Malaga, Albacete, Murcia, Alicante

Barcelona, Tarragona, Valencia, Lerida, Castellon, Huesca,

Cemex's Alcanar plant Teruel, Zaragoza

Zaragoza, Huesca, Navarra, Alava, La Rioja, Burgos, Soria,

Cemex’s Morata plant Guadalajara, Cuenca, Teruel, Castellon

Valencia, Castellon, Teruel, Guadalajara, Cuenca, Albacete,

Cemex’s Builol plant Murcia, Alicante

Cemex’s Alicante plant Alicante, Valencia, Cuenca, Albacete, Murcia, Almeria

Cemex’s Lloseta plant Balearic Islands

Albacete, Ciudad Real, Cuenca, Guadalajara, Toledo, Avila,

Cemex’s Castillejo plant Segovia, Badajoz, Caceres, Madrid

Source: Form CO, paragraph 84.

The Gador-Carboneras, Alicante and Buiiol clusters will hereinafter be referred to as
the "Levante region clusters". The Yeles and Castillejo clusters will hereinafter be
referred to as the "Centre region clusters". All the other clusters will hereinafter be
referred as "Other regions of Spain clusters".

The competitive landscape
The Parties' activities
Both Parties are active in the production and supply of grey cement.

Holcim owns three integrated plants in southern Spain, two of the plants (Gador and
Carboneras) are located in the province of Almeria and one integrated plant (Jerez) in
the province of Cadiz. In addition it operates one grinding mill in Yeles’! (province
of Toledo) and a number of terminals.”

The grey cement production facilities of Cemex are concentrated in eastern Spain
where it operates five integrated cement plants: one in Buiiol (province of Valencia),
one in Alicante, one in Alcanar (province of Tarragona), one in Morata (province of

51

52

These two plants are less than 60 km from each other, and thus the two circles around them overlap
significantly. For this reason, the two plants are considered to form a single cluster for the purpose of
this decision. Form CO, paragraph 83.

Yeles was irrevocably transformed into a grinding station after the kilns for clinker production were
dismantled in 2012.

Form CO, paragraph 19, and Cemex's reply to the Commission’s request for information 7 March 2014,
Question 1.
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6.3.2.
(68)

(69)

(70)

(71)

(72)

(73)

(74)

(75)
(76)

(77)

(78)
(79)

(80)

Zaragoza) and one in Lloseta (Balearic Islands). In addition it operates one grinding
mill in Castillejo>® (province of Toledo) and a number of terminals.>

Other suppliers and their production facilities

In addition to the Parties, several competitors are active in the production and supply
of grey cement close to the Parties' production facilities in Spain, in the 150 km
clusters.

In Spain, there are ten integrated cement producers which belong to the Spanish
Cement Producer Association Oficemen. Apart from the Parties, the integrated
players are the following.

Cementos Portland Valderrivas, S.A. ("CPV") is the largest Spanish cement producer
in Spain. It owns seven integrated plants throughout Spain, namely in the provinces
of Sevilla, Madrid, Navarra, Palencia, Cantabria and Barcelona.

Grupo Votorantim ("Votorantim”) is a major Brazilian cement group present in
24 countries. Votorantim entered the Spanish market in 2012 by acquiring the
Spanish assets of the Portuguese company Cimpor. It currently owns 4 integrated
cement plants in western Andalusia and the provinces of Leon and Huelva. It also
owns 4 grinding mills.

Lafarge Cementos, S.A. ("Lafarge") is one of the leading manufacturers of grey
cement worldwide with a presence in 64 countries. In Spain, Lafarge owns 3
integrated plants in the provinces of Barcelona, Valencia and Toledo. It also owns 3
grinding mills.

Cementos Tudela Veguin, S.A. ("Tudela Veguin™) owns three integrated plants and
one grinding mill in northern Spain.

Sociedad Financiera y Minera, S.A. ("FYM") is the Spanish subsidiary of the Italian
Italcementi group, an international group which is present in 22 countries. In Spain it
owns 3 cement integrated plants in the Basque Country and the province of Malaga.

Cementos Molins Industrial, S.A. ("Molins") owns two integrated plants in the
province of Barcelona.

Cementos Balboa, S.A. ("Balboa”™) owns an integrated plant in the province of
Badajoz.

CRH plc. ("CRH") is a leading Irish building materials operator active in 35
countries. CRH has recently entered the Spanish market through the acquisition of
Cementos Lemona, S.A., an integrated plant located in the Basque country which
belonged to CPV.

In addition, a number of grinding mills are active in Spain, in particular in eastern
Spain. The main grinding mills are the following.

Cementos La Union, S.A. ("CLU") belongs to the Cementos La Unién Group and
owns a grinding mill in the province of Valencia.

Cementos La Cruz, S.L. ("CLC") is an independent operator that owns a grinding
mill in the province of Murcia.

53

54

Castillejo plant is an integrated plant. It currently functions, however, only as a grinding station given
that in 2012 Cemex mothballed the kilns for clinker production. Form CO, Annex 2.2

Form CO, Annex 2.2 and Cemex's reply to the Commission's request for information 7 March 2014,
Question 1.
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(81)
(82)
(83)
(84)
(85)

(86)
(87)

(88)

(89)

Cementval Materiales de Construccion, S.L. ("Cementval™) operates a grinding mill
in the province of Valencia. Holcim owns a 20 % stake in Cementval.

Elite Cementos, S.L. ("Elite™) operates a grinding mill in the province of Castellon.
Lafarge owns a 35 % stake in Elite.

Cementos Barrero, S.A. ("Barrero”) operates a grinding mill in the province of
Sevilla.

Cementos EI Molino, S.L. ("El Molino™) operates a grinding mill in the province of
Teruel.

Hormigones y Cementos Andaluces, S.L. ("C. Andaluces") operates a grinding mill
in the province of Malaga.

A number of importers are also active in Spain.

Colacem S.p.A. ("Colacem™) is an importer which belongs to the Italian Financo
Group, active in the production and sales of cement and concrete. Colacem operates
exclusively in Spain and its only activity is the import of cement from the Financo
Group and its marketing in Spain. Colacem has two terminals, one in the province of
Alicante and one in the province of Murcia.

Ceminter Hispania, S.A. ("Ceminter") is also an importer which operates one
grinding mill in the province of Cadiz. It also operates two terminals, one is located
in the province of Almeria and another is located in the province of Granada.

The locations of cement production facilities in Spain are shown in Figure 1.

Figure 1: Grey cement production facilities. The cement facilities of Cemex are marked

6.4.
(90)

by blue dots while those of Holcim are marked by red dots
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Source: Form CO, Annex 6.3.A.
Market shares and market structure

As shown in Table 3, the Parties’ activities primarily overlap in the clusters located
in the Centre of Spain (“"Centre region clusters” around the plants of Yeles and
Castillejo) and those located in the South-Eastern part of the country (“Levante
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region clusters" around the plants of Gador-Carboneras, Alicante and Buiiol). In the
other regions of Spain (Catalonia, Zaragoza, Western Andalusia and Balearic
Islands), the overlap is less than [0-5]* % as shown in Table 4.

Table 3: Market shares in the Centre region and Levante region clusters in 2013

Centre region clusters (150 Levante region clusters (150 km radii)
km radii)
Gador-
Yeles Castillejo IS) ::; Alicante Builol
ras
Market size
(thousand [-]* [-]* [-]* [.]* [.]*
tonnes)
Cemex [10-20]* % [10-20]*% | [10-20]*% | [10-20]*% | [10-20]* %
Holcim [5-10]* % [10-20]* % [20-30]*% [10-20]* % | [10-20]* %
Combined [20-30]* % | [20-30]* % | [40-50]* % | [30-40]* % | [20-30]* %
CPV [20-30]* % | [30-40]* % [0-5]* % [0-5]* % [0-5]* %
Lafarge [20-30]* % | [20-30]* % [0-5]* % [5-10]* % [5-10]* %
Votorantim [5-10]* % [0-5]* % [5-10]* % [0-5]* % [0-5]* %
FYM [0]* % [0]* % [5-10]* % [0-5]* % [0]* %
Balboa [10-20]* % | [10-20]* % [0-5]* % [0-5]* % [0-5]* %
Tuleda Veguin [0-5]* % [0-5]* % [0]* % [0]* % [0]* %
CLC [0-5]* % [0-5]* % [5-10]* % [10-20]* % | [10-20]* %
CLU [0-5]* % [0-5]* % [5-10]* % [10-20]* % | [10-20]* %
Cementval [0]* % [0]* % [0-5]* % [0-51* % [5-10]* %
Other [0-5]* % [0-5]* % [20-30]* %> | [20-30]* %°° [20'30(],/:5

Table 4: Market shares in Other regions of Spain clusters in 2013

Source: Cemex’s reply to the Commission's request for information, 17 June 2014, Question 2.

Other regions of Spain clusters (150 km radii)

55

The competitors included in the category 'Other' for- the Gador-Carboneras cluster are: Molins, El

Molino, C. Andaluces, Barrero and Ceminter, as well as imports.
The competitors included in the category 'Other' for the Alicante cluster are: Molins, El Molino, C.

Andaluces, Barrero, Ceminter and Elite, as well as imports.
The competitors included in the category 'Other' for the Buiiol cluster are: Molins, El Molino and Elite,

as well as imports.
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6.5.
6.5.1.

on

92)

Jerez Lloseta Alcanar Morata
Market size . . . .
(thousand tonnes) (-] [-] [-] [-]
Cemex [0-5]*% [70-80]* % [20-30]* % [20-30]* %
Holcim [10-20]* % [0-5]*%% % [0-5]*% % [0-5]*% %
Combined [10-20]* % [70-80]* % [20-30]* % [20-30]* %
CPV [20-30]* % [0-5]* % [20-30]* % [30-40]*%
Lafarge [0-5]* % [0-5]* % [10-20]* % [0-5]* %
Votorantim [20-30]* % [0]* % [0]* % [0-5]* %
FYM [10-20]* % [0]* % [0]* % [10-20]* %
Balboa [5-10]* % [0]* % [0]* % [0]* %
Tudela Veguin [0]* % [0]* % [0]* % [0-5]* %
CLC [0]* % [0-5]* % [0-5]* % [0-5]* %
CLU [0]* % [0-5]* % [5-10]* % [0-5]* %
Cementval [0]* % [0]* % [0-5]* % [-]
Other [10-20]* % [10-20]* % [30-40]* % [10-20]*%"

Source: Cemex’s reply to the Commission's request for information, 17 June 2014, Question 2.
Competitive assessment - non-coordinated effects
Analytical framework

A merger may significantly impede effective competition in a market by removing
important competitive constraints on one or more sellers, who consequently have
mncreased market power. The most direct effect of the merger will be the loss of
competition between the merging firms. For example, if prior to the merger one of
the merging firms had raised its price, it would have lost some sales to the other
merging firm. The merger removes this particular constraint. The reduction in these
competi6t2ive constraints could lead to significant price increases in the relevant
market.

Generally, a merger giving rise to such non-coordinated effects would significantly
impede effective competition by creating or strengthening the dominant position of a
single firm, one which, typically, would have an appreciably larger market share than
the next competitor post-merger. Furthermore, mergers in oligopolistic markets

58

59

61

62

The competitors included in the category 'Other' for the Jerez cluster are: C. Andaluces, Barrero and
Ceminter, as well as imports.

The competitors included in the category 'Other' for the Lloseta cluster are: Molins, as well as imports.
The competitors included in the category 'Other' for the Alcanar cluster are: Molins, Terraferma, El
Molino, Elite and Cementos Blancos de Aragon, as well as imports.

The competitors included in the category 'Other' for the Morata cluster are: Molins, Cementval, El
Molino, Elite and Cementos Blancos de Aragon, as well as imports.

Guidelines on the assessment of horizontal mergers under the Council regulation on the control of
concentrations between undertakings, OJ C 31, 5.2.2004 ("Horizontal Merger Guidelines"), paragraph
24.
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involving the elimination of important competitive constraints that the parties
previously exerted upon each other together with a reduction of competitive pressure
on the remaining competitors may, even where there is little likelihood of
coordination between the members of the oligopoly, also result in a significant
impediment to competition. The Merger Regulation clarifies that all mergers giving
rise to such non-coordinated effects shall also be declared incompatible with the
internal market.®®

In evaluating the likelihood of non-coordinated effects potentially caused by a
merger, it is important to assess the extent to which the products sold by one merging
party are close substitutes to the products sold by the other merging party. The
merging firms' incentive to raise prices is more likely to be constrained when rival
firms produce close substitutes to the products of the merging firms than when they
offer less close substitutes.®*

The Commission is unlikely to find that the merger will create or strengthen a
dominant position or otherwise significantly impede effective competition when rival
firms have available capacity and find it profitable to expand output sufficiently. In
other words, the extent to which competitors to the merged entity constrain the
merged entity from raising prices not only depends on the level of their spare
capacity but also on whether these firms have the incentive to react aggressively to a
post-merger price increase.®®

Furthermore, non-merging firms in a given market can benefit from the reduction of
competitive pressure that can result from a merger, since any price increase by
merging firms may switch some demand to rival firms, which, in turn, may find it
profitable to increase their prices.®

The Notifying Party's arguments

The Notifying Party submits that the proposed transaction will not significantly
impede effective competition in the markets for grey cement within the 150 km
clusters around the Parties' cement production facilities in Spain due to non-
coordinated effects.

First, the Notifying Party submits that the Spanish market is characterised by the
presence of nation-wide players (both Spanish and international), plus a wide array
of regional suppliers. In total, 24 different operators currently manufacture cement in
Spain. The market includes 56 manufacturing facilities, 33 of which are integrated
cement plants and 23 are clinker grinding units. Moreover, the Notifying Party
argues that importers have been traditionally present in the Spanish market.
Switching by customers between those various players is consequently common and
customers are unlikely to lack alternatives as a result of the proposed transaction.®’

In this context, the Notifying Party presents an analysis of the structure of each of the
relevant geographic markets.

In the case of the Jerez, Morata and Alcanar clusters, the Notifying Party submits
that the combined market shares are below [20-30]* % and the overlap is minimal.
Therefore, the proposed transaction does not bring any appreciable change in these
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67

Horizontal Merger Guidelines, paragraph 25.
Horizontal Merger Guidelines, paragraph 28.
Horizontal Merger Guidelines, paragraph 33.
Horizontal Merger Guidelines, paragraph 24.
Form CO, paragraphs 140-148.
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markets. In the Lloseta cluster the Notifying Party submits that the overlap between
the Parties is very small since Holcim's market share is insignificant.

In the case of the Yeles cluster, the Notifying Party first argues that the combined
market share is below [20-30]* % and Holcim's contribution is moderate (less than
[10-20]* %). Second, the Notifying Party indicates that there are several integrated
players with at least [5-10]* % market share each.

In the case of the Castillejo cluster, the Notifying Party submits that although the
combined market shares are slightly above [20-30]* %, there are a number of
sizeable players which attained market shares of at least [5-10]* %.

In the case of the Levante region clusters, the Notifying Party submits that the
proposed transaction would not afford any market power, despite the combined
market shares being above [30-40]* % or even [40-50]* %. First, the Notifying Party
argues that the merged entity would face a large number of players and
manufacturing facilities. These companies belong to two different categories: (i)
integrated sizeable international players such as Votorantim, Italcementi (which
owns FYM), Lafarge and the Spanish market leader CPV; and (ii) independent
grinding mills, which have lower investment costs when compared to integrated
plants and are typically more flexible and dynamic from a commercial perspective,
such as CLC and CLU, with grinding stations located in Murcia and Valencia
respectively.

In the Reply to the SO, the Notifying Party provided an assessment of the number of
alternatives post-merger® for Cemex's customers within the Gador-Carboneras and
Alicante clusters. On the basis of transaction data submitted by Cemex for 2013, the
Notifying Party claims that for the majority of customers representing [70-80]* % in
number and approximately [70-80]* % in volume there will be at least three
alternatives to Cemex post-merger in the Gador-Carboneras cluster. The
corresponding figures for the Alicante cluster will be [70-80]* % and [70-80]* %.

Moreover, the Notifying Party submits that the Levante region clusters are located in
a region where significant imports of grey cement have taken place in the past
(225 000 tonnes in 2011 which equates to more than half of the total volume
imported into Spain). Although these imports have declined since 2007, this is due to
the rapid collapse of the construction market, which had a downward effect on prices
charged by Spanish cement producers as well. There is a positive correlation between
prices charged by Cemex between 2005 and 2010 and the level of imports in
Levante. Should prices increase again in Levante post-transaction, this would
immediately attract imports of both grey cement and clinker, as has happened in the
past when demand and price levels were higher.®®

Second, the Notifying Party submits that Cemex and Holcim are not each other’s
closest competitor in any of the Levante region clusters. In a market where
competition is driven by transportation costs and where cement players have a
natural economic incentive to concentrate their sales in the provinces close to their
plants, Cemex and Holcim cannot be considered as close competitors since the
location of their plants is largely complementary. Holcim’s cement facilities are
located in Almeria, Cadiz and Toledo, while Cemex's cement plants are located in
the provinces of Zaragoza, Tarragona, Alicante, Valencia and Toledo, and the island

68

Reply to the SO, Annex 1 "An economic assessment of the SO", Tables 8 and 9.
Form CO, paragraph 156-160.
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of Mallorca. Therefore, the Parties’ facilities are only physically close to each other
in one Spanish province (Toledo).”

It is further submitted that the geograPhic footprint of the two operators is also "very
different” in these three clusters.”t Holcim’s cement facilities are located in
Andalusia (two plants in the province of Almeria and one plant in the province of
Cadiz) whereas Cemex’s plants are located in the provinces of Alicante and
Valencia. This difference in location is reflected in the sales of Holcim and Cemex,
which are concentrated in different areas.’® For example, while most of Holcim’s
volume of sales to third parties in 2012 was to customers located in Almeria and
Murcia ([70-80]* %), Cemex’s sales to third parties were more concentrated in
Alicante and Valencia, which represented [50-60]* % of its sales volume. The
differences would also be apparent in terms of revenue.

With a view to assessing the closeness of competition between the Parties and their
competitors in the Levante region clusters, the Notifying Party has provided win/loss
data between Cemex and its main competitors (including Holcim). This data reports
the proportion of volumes lost or won by Cemex to each of its main competitors in
the Levante region clusters in 2011 and 2012, as collected through Cemex's market
intelligence.” According to the Notifying Party, CLC, Lafarge, and Colacem were
the competitors with which Cemex had most interaction in 2011.”* As regards 2012,
the Notifying Party claims that Colacem, CLC, CLU and Lafarge were much more
relevant competitors for Cemex than Holcim in these clusters.” The picture is similar
regardless of whether the assessment is carried out in the clusters around the Gador-
Carboneras, Alicante and Bufiol plants.”

Regarding closeness of competition, the Notifying Party also notes that Cemex and
Holcim have a very different structure in the Spanish market. Cemex is a larger
player, both in terms of number of facilities, capacity installed and volume of cement
produced. Their respective degree of vertical integration is also different, since
Holcim has a comparatively higher presence in the downstream RMX and aggregates
market despite having a significantly smaller position in the upstream cement
market.”’

Third, in addition to the high number of operators, the most salient feature of the
current grey cement market in Spain is its high overcapacity, as a direct consequence
of the crash of the construction and property markets in Spain since 2007. Cement
manufacturers in Spain therefore have an incentive to expand output in order to
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74

75

76

7

Form CO, paragraphs 180-184.

Reply to the Article 6(1)(c) decision, paragraph 68.

Reply to the Article 6(1)(c) decision, Annex 3 "Unilateral effects in Levante: economic assessment”,
paragraph 23.

The Commission notes that the analysis undertaken by the Notifying Party is based on win/loss data
which has limited evidentiary value, as it is not systematically compiled by Cemex through its market
intelligence. As acknowledged by Cemex, "the information on lost and won customers is not
systematically registered in Cemex's systems [...] this information is not complete at all [...] the
reliability of this information is highly questionable™.

The proportion of volumes lost to or won from Holcim in 2011 represented only [0-5]* % of the total
volumes lost or won by Cemex in 2011 in each of the Levante region clusters.

The proportion of volumes lost to or won from Holcim in 2012 represented only [5-10]* % of the total
volumes lost or won by Cemex in 2012 in each of the Levante region clusters.

Reply to the Article 6(1)(c) decision, Annex 3 "Unilateral effects in Levante: economic assessment",
paragraph 30.

Form CO, paragraph 185.
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reduce unitary costs, which would counteract any attempts by the merged entity to
reduce output or increase prices. This is evidenced by the current available capacities
of the Parties’ plants in Spain with clinker capacity utilisation varying between [20-
30]* % (Jerez) and [60-70]* % (Carboneras) and grey cement capacity utilisation
varying between [10-20]* % (Bufiol) and [50-60]* % (Lloseta).”

Overall, according to one of the Parties' economic studies’, the Parties have not been
pivotal® (individually or collectively) pre-merger and will not become so post-
merger. Cement consumption would need to more than double in the Gador-
Carboneras cluster and more than triple in the Alicante cluster for the Parties to
become pivotal post-merger. In the context of such levels of excess capacity, if
Cemex attempted to increase prices post-merger, competitors would have the ability
to expand output and render such a price increase unprofitable.

According to the Notifying Party, with an overcapacity of 74 %, Spanish cement
manufacturers have the strongest and most direct incentive to expand output in order
to reduce unitary costs. Any strategy by the merged entity to reduce production and
increase prices would be counteracted by an immediate increase in output by its
many competitors wishing to win demand and improve their poor utilization rate.
This would exclude upfront any hypothetical exercise of market power by the
merged entity post-transaction.®*

Fourth, the Spanish cement market is reasonably open with surmountable barriers to
entry. No significant customs tariffs are imposed by the EU on imported cement or
clinker and the construction of a grinding mill requires a much lower investment than
a full integrated cement plant.*

Regarding in particular the investment costs to set up an integrated plant, no
technical or commercial barriers exist, since no intellectual property rights apply to
the cement industry and the investment in distribution networks and brand building is
not relevant. Moreover, there is no scarcity of raw materials or qualified personnel to
enter these markets and newcomers like VVotorantim or CRH have shown that entry is
not difficult.®

The Commission's assessment

For the reasons set out in this section the proposed transaction would not
significantly impede effective competition in the markets for grey cement within the
150 km clusters around the Parties' plants due to non-coordinated effects.

Assessment of the Levante region clusters

The Commission has analysed (i) market shares and market structure, (ii) closeness
of competition between the Parties and (iii) the ability and incentives of competitors
to increase supply if the merged entity were to increase prices in the Levante region
clusters.
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Form CO, paragraph 174.

Reply to the SO, Annex 1 "An economic assessment of the SO", para. 44.

A firm is non-pivotal if, in case this firm were to withdraw all of its capacity from the market, rivals
would have enough capacity to cover the entire market demand.

Form CO, paragraph 176.

The Notifying Party considers that an investment of at least EUR [...] million would be required to
achieve a production capacity of 2 million tonnes per year. Also according to the Notifying Party, a
grinding unit with production capacity of 500 000 tonnes per year would require an investment between
EUR [...]. Form CO, paragraph 396.

Form CO, paragraph 236 (c).
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For the reasons set out in the remainder of this section, the Commission has
concluded that the proposed transaction would not significantly impede effective
competition in the markets for grey cement within the Levante region clusters due to
non-coordinated effects.

(a) Market shares and market structure

In the Gador-Carboneras, Alicante and Buiiol clusters, the Parties' combined 2013
market share was [40-50]* %, [30-40]* % and [20-30]* % respectively. The merged
entity will, post-transaction, continue to face competition from a number of
competitors within the three clusters.

The table below shows the Parties' market shares in the Gador-Carboneras, Alicante
and Buiiol clusters for the period between 2011 and 2013.

Table S - Evolution of Parties' market shares in the Levante region clusters (150 km

radii)
2011 2012 2013
Gador- Gador- Gador-
Carbone | Alicante | Buiiol | Carbon | Alicante | Buiiol | Carbon | Alicante | Builol
ras eras eras
Total market
size (thousand
tonnes) [...]* [..]* [...]* [..]* [...]* [...]* [...]* [...]* [...]*
[10- [20-30]* | [20- | [10-20]* | [20-30]* | [20- | [10-20]* | [10-20]* | [10-
Cemex 20]#% % 30]* % % % 30]* % % % 20]* %
[20-30]* | [20-30]* | [10- | [20-30]* | [20-30]* | [10- | [20-30]* | [10-20]* | [10-
Holcim % % 20]* % % % 20]* % % % 20]* %
[40-50]* | [40-50]* | [30- | [40-50]* | [40-50]* | [30- | [40-501* | [30- [20-
Combined % % 40]* % % % 40]*% % 40]1*% | 30]* %
(119) Source: Form CO and Cemex’s reply to the Commission's request for information, 17 June 2014,
Question 2
(120) In the Gador-Carboneras cluster, the Parties' combined 2013 market share was [40-

(121)

(122)

(123)

50]* % with an overlap of [10-20]* %. The Parties’ market shares remained stable
during the period 2011-2013.

The competitive landscape in the Gador-Carboneras cluster is very fragmented. In
terms of market share, the Parties' nearest competitors are CLU, CLC, FYM and
Votorantim (all with 5-10 %). CPV, Lafarge and Balboa have no plants in the Gador-
Carboneras cluster and achieved limited sales (0-5 %) in that cluster. This is also the
case of the grinding mill Cementval whose plant is also located outside the Gador-
Carboneras cluster.

In the Alicante cluster, the Parties' combined market share m 2013 was
approximately [30-40]* %, with an overlap of [10-20]* %. Although the Parties’
market share was above [40-50]* % in 2011 and 2012, it has been in decline since
2011.

The rest of the market in the Alicante cluster was also fragmented. In terms of
market share, the Parties' nearest competitors were two grinding mills CLU ([10-
20]* %), with a plant in the province of Valencia, and CLC (10-15 %) with a plant in
the province of Murcia. The grinding mills were followed by the integrated player
Lafarge (5-10 %) with a plant in Sagunto (province of Valencia) and a silo in
Cartagena (province of Murcia). Other integrated players such as CPV, FYM,
Votorantim and Balboa have no plants in the Alicante cluster and achieved limited
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sales (0-5 %) in this cluster. Also Cementval (grinding mill in the province of
Valencia) had marginal sales (0-5 %) in the Alicante cluster.

In the Buiiol cluster, the Parties' share has been in decline since 2011, reaching [20-
30]* % in 2013, with an overlap of [10-20]* %.

The competitive landscape in the Buiiol cluster was similar to that prevailing in the
Alicante cluster. In terms of market share, the Parties' nearest competitors were CLU
([10-20]* %) and CLC ([10-20]* %). The grinding mills were followed by the
integrated player Lafarge (5-10 %) and the grinding mill Cementval (5-10 %). Other
integrated players such as CPV, Votorantim and Balboa have no plants in the Bufiol
cluster and achieved limited sales (0-5 %) in this cluster.

It can be concluded from the above that the Levante region clusters are characterised
by a significant number of players. On average, and although not all players have the
same strength and geogra