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(Acts whose publication is obligatory)

COUNCIL REGULATION (EC) No 1811/2002
of 24 September 2002

amending Regulation (EC) No 2555/2001 fixing for 2002 the fishing opportunities and associated
conditions for certain fish stocks and groups of fish stocks, applicable in Community waters and,

for Community vessels, in waters where limitations in catch are required

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 3760/92 of 20
December 1992 establishing a Community system for fisheries
and aquaculture (1), and in particular Article 8(4) thereof,

Having regard to the proposal from the Commission,

Whereas:

(1) In February 2002 the Northwest Atlantic Fisheries Orga-
nisation (NAFO) adopted various amendments to its
conservation and enforcement measures regarding mesh
size for fishing for skate, catch reporting requirements
for the shrimp fishery in Division 3L, the extension of
the closed period for the fishing for shrimp in certain
defined areas in Division 3M, a change of the maximum
number of fishing days for shrimp in Division 3M and
the total allowable catches (TAC) for Greenland halibut.

(2) In accordance with the procedure provided for in Article
3 of the Agreement on fisheries of 11 December 1992
concluded between the Government of the Kingdom of
Sweden and the Government of the Russian Federation,
the Community, on behalf of the Kingdom of Sweden,
held consultations with the Russian Federation
concerning their respective fishing rights for 2002.

(3) In accordance with the most recent scientific evidence
and in agreement with Norway, the TAC for plaice in
the International Council for the Exploration of the Sea
(ICES) Sub-division IIIa (Kattegat and Skagerrak) for
2002 can be increased.

(4) An agreement has been reached between the European
Community and Norway whereby 15 000 tonnes of
sand eel in Community waters of ICES Sub-division IIa
and the North Sea has been transferred to Norway and

1 500 tonnes of plaice in the same area has been trans-
ferred from Norway to the Community.

(5) The TAC for herring in ICES Sub-divisions VIIg,h,j,k
should be set for the whole year 2002 taking into
account new scientific advice from ICES.

(6) Following the judgment of the Court of Justice of 18
April 2002 in case C-61/96 footnote 2 on the entry
concerning anchovy in Zone IX, X, CECAF 34.1.1 should
be deleted.

(7) During the Annual Meeting of the International
Committee for the Conservation of Atlantic Tunas
(ICCAT) from 12 to 19 November 2001, tables were
adopted for the first time showing the under-utilisation
and over-utilisation by the ICCAT Contracting Parties of
their fishing possibilities agreed in ICCAT. In this
context, ICCAT adopted a decision showing that during
2000, the European Community under-exploited its
quota by 1 696 tonnes for South Atlantic blue-fin tuna
and by two tonnes for South Atlantic swordfish as well
as over-exploited its quota of North Atlantic swordfish
by 147,5 tonnes.

(8) In order to respect the adjustments to the Community
quotas established by ICCAT, and taking into account
the under-utilisation and the over-utilisation attributed to
the European Community resulting from the under-
exploitation of South Atlantic blue-fin tuna and sword-
fish and the over-exploitation by certain Member States
of the 2000 fishing possibilities of North Atlantic sword-
fish established by ICCAT, it is necessary that the distri-
bution of under-utilisation and over-utilisation is carried
out on the basis of the respective contribution of each
Member State towards the under-utilisation and over-
utilisation without modifying the distribution key estab-
lished under Article 3(1) of Regulation (EC) No 2555/
2001 (2) concerning the annual allocation of TACs.
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(9) In accordance with Article 10 (1) of Council Regulation
(EC) No 973/2001 of 14 May 2001 laying down certain
technical measures for the conservation of certain stocks
of highly migratory species (1) the number of Commu-
nity fishing vessels that are fishing for northern albacore
as a target species should be determined, based on the
average number of fishing vessels fishing for this species
during the period 1993 and 1995. That number of
vessels should be distributed among the Member States.

(10) At its extraordinary meeting in November 2000, ICCAT
recommended that quotas should be introduced for
white marlin and blue marlin in the Atlantic Ocean.

(11) The International Baltic Sea Fishery Commission (IBSFC),
recommended technical conservation measures in March
2001 for the cod trawl fishery. Therefore, point 3 of
Annex V to Regulation (EC) No 2555/2001 should be
changed.

(12) Regulation (EC) No 2555/2001 should therefore be
amended accordingly,

HAS ADOPTED THIS REGULATION:

Article 1

Regulation (EC) No 2555/2001 is amended as follows:

1. The first paragraph of Article 17(1) shall be replaced by the
following:

‘The use of trawl net having in any section thereof net
meshes of dimensions less than 130 mm shall be prohibited
for direct fishing of the species referred to in Annex IX. This
mesh size may be reduced to a minimum of 60 mm for
direct fishing of short-finned squid (Illex illecebrosus). For
direct fishing of skate (Rajidae) this mesh size shall be
increased to a minimum of 280 mm in the cod-end from 1
July 2002.’

2. In Article 18, the following paragraph 5 shall be added:

‘5. Member States shall report to the Commission daily
the quantities of Northern prawns (Pandalus borealis) caught
in Division 3L of the NAFO Regulatory Area by vessels
flying the flag of a Member State and registered in the
Community.’

3. Annex IA shall be amended in accordance with Annex I to
this Regulation.

4. Annex IB shall be amended in accordance with Annex II to
this Regulation.

5. Annex ID shall be amended in accordance with Annex III to
this Regulation.

6. Annex IE shall be amended in accordance with Annex IV to
this Regulation.

7. Annex IF shall be amended in accordance with Annex V to
this Regulation.

8. In Annex V, point 3 shall be replaced by the following:

‘3. Mesh size for fishing for cod with towed nets

Notwithstanding the provisions of Annex IV to Council
Regulation (EC) No 88/98, the minimum mesh size for
fishing for cod with trawls, Danish seines and similar
nets shall be 130 mm. The maximum twine thickness
shall be 6 mm if single twine is used and 4 mm if
double twine is used. The said mesh size and twine
thickness shall apply to any cod-end or extension piece
found on board a fishing vessel and attached to or
suitable for attachment to any towed net.’

Article 2

This Regulation shall enter into force on the third day following
that of its publication in the Official Journal of the European
Communities.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 24 September 2002.

For the Council

The President
M. FISCHER BOEL

12.10.2002L 276/2 Official Journal of the European CommunitiesEN
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ANNEX I

Annex IA to Regulation (EC) No 2555/2001 is hereby amended as follows:

1. The entry concerning the species sprat in zone ‘IIIbcd (EC waters)’ shall be replaced by the following:

‘Species: Sprat
Sprattus sprattus

Zone: IIIbcd (EC waters)

Denmark 33 705
Germany 21 353
Finland 17 644
Sweden 76 158
EC 148 860

Estonia 0 (1)
Latvia 8 000 (2) (3)
Lithuania 4 000 (4)
Russian Federation 1 000 (5)

TAC 380 000

(1) To be counted against the Estonian share of the IBSFC TAC.
(2) To be counted against the Latvian share of the IBSFC TAC.
(3) A maximum of 5 % in weight of herring is allowed as by-catch.
(4) To be counted against the Lithuanian share of the IBSFC TAC.
(5) To be fished in the Swedish zone of EC waters and by-catches of
other species shall be counted against this quota.

Special conditions:

Within the limits of the abovementioned quotas, no more than the quantities given below may be taken in the zones
specified:

Estonian waters Latvian waters Lithuanian waters

EC 0 8 000 4 000’

2. The following entry is added:

‘Species: Sprat
Sprattus sprattus

Zone: IIId (Russian Federation waters)

Sweden 1 000
EC 1 000

TAC 380 000’
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ANNEX II

In Annex IB to Regulation (EC) No 2555/2001, the entries concerning the species sand eel in zone ‘IIa, North Sea’, the
species Plaice in zones ‘Skagerrak’, ‘Kattegat’ and zone ‘IIa (EC waters), North Sea’ shall be replaced by the following:

‘Species: Sand eel
Ammodytidae

Zone: IIa (1), North Sea (1)

Denmark 799 388
United Kingdom 17 473
All Member States 31 139 (2)
EC 848 000

Norway 50 000 (3)
Faroe Islands 20 000 (4)

TAC 918 000

(1) Community waters excluding waters within six miles of United
Kingdom baselines at Shetland, Fair Isle and Foula.

(2) Except Denmark, Finland, Spain, Portugal and the United Kingdom.
(3) This quota consists of any mixture of sandeel, Norway pout and blue
whiting. No more than 500 tonnes of Norway pout may be taken in
VIa north of 56° 30' N.

(4) This quota consists of sand eel, Norway pout, a maximum of
2 000 tonnes of sprat and unavoidable by-catches of blue whiting.
Sprat and a maximum of 6 000 tonnes of Norway pout may be taken
in VIa north of 56º 30' N. Such Norway pout catches shall be subject
to the provision, on request by the Commission, of details on the
quantity and composition of any by-catch taken.’

‘Species: Plaice
Pleuronectes platessa

Zone: Skagerrak

Belgium 50
Denmark 6 578
Germany 34
The Netherlands 1 265
Sweden 352
EC 8 279

TAC 8 448 (1)

(1) TAC agreed in the framework of Fisheries Consultations between the
European Community and Norway on Fisheries in the Skagerrak and
Kattegat for 2002. The parties' shares of the TAC are: EC: 8 279
tonnes; Norway: 169 tonnes.

Species: Plaice
Pleuronectes platessa

Zone: Kattegat

Denmark 1 880
Germany 21
Sweden 211
EC 2 112

TAC 2 112

Species: Plaice
Pleuronectes platessa

Zone: IIa (EC waters), North Sea

Belgium 4 591
Denmark 14 922
Germany 4 305
France 861
The Netherlands 28 696
United Kingdom 21 235
EC 74 610

Norway 2 390 (1)

TAC 77 000 (2)

(1) May only be taken in IV (EC waters). Catches taken within this quota
are to be deducted from Norway's share of the TAC.

(2) TAC agreed in the framework of Fisheries Consultations between the
European Community and Norway for 2002. The parties' shares of the
TAC, after swaps, are: EC: 74 610 tonnes; Norway: 2 390 tonnes.
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Special conditions:

Within the limits of the abovementioned quotas, no more than the quantities given below may be taken in the zones
specified:

Norwegian waters

EC 31 500’
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ANNEX III

Annex ID to Regulation (EC) No 2555/2001 the entries concerning the species herring in zone ‘VIIg,h,j,k’, the species
anchovy in zone ‘IX, X, CECAF 34.1.1 (Community waters)’ and the species common sole in zone ‘VIIIa,b’ shall be
replaced by the following:

‘Species: Herring
Clupea harengus

Zone: VIIg,h,j,k (1)

Germany 144
France 802
Ireland 11 235
The Netherlands 802
United Kingdom 17
EC 13 000

TAC 13 000

(1) ICES Division VIIg,h,j,k is increased by the area added to the Celtic Sea
bounded:
— to the north by latitude 52° 30� N,
— to the south by latitude 52° 00� N,
— to the west by the coast of Ireland,
— to the east by the coast of the United Kingdom.’

‘Species: Anchovy
Engraulis encrasicolus

Zone: IX, X, CECAF 34.1.1 (Community waters)

Spain 3 826 (1)
Portugal 4 174 (1)
EC 8 000

TAC 8 000

(1) May be fished only in the waters under the sovereignty or within the
jurisdiction of the Member State concerned, or in international waters
of the zone concerned.’

‘Species: Common sole
Solea solea

Zone: VIIIa, b

Belgium 50 (1)
Spain 9 (2)
France 3 666 (1)
The Netherlands 275 (1)
EC 4 000

TAC 4 000

(1) May be fished only in the waters under the sovereignty or within the
jurisdiction of France, or in the international waters of the zone
concerned.

(2) May be fished only in the waters under the sovereignty or within the
jurisdiction of Spain, or in the international waters of the zone
concerned.’
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ANNEX IV

In Annex IE to Regulation (EC) No 2555/2001, the entries concerning the species northern prawn in zone ‘NAFO 3M’
and the species Greenland halibut in zone ‘NAFO 3LMNO’ shall be replaced by the following:

‘Species: Northern prawn
Pandalus borealis

Zone: NAFO 3M (1)

TAC (2) (1) Vessels may also fish this stock in Division 3L in the box bounded by
the following coordinates:

Point No Latitude N Longitude W

1 47° 20� 0 46° 40� 0

2 47° 20� 0 46° 30� 0

3 46° 00� 0 46° 30� 0

4 46° 00� 0 46° 40� 0

When conducting a fishery for shrimp in this box, vessels shall,
whether or not crossing the line separating NAFO Divisions 3L and
3M, report in accordance with point 1.3 of the Annex to Regulation
(EC) No 189/92 (OJ L 21 of 30.1.1992, p. 4).
Moreover, fishing for shrimp shall be prohibited from 1 June to 31
December 2002 in the area bounded by the following coordinates:

Point No Latitude N Longitude W

1 47° 55� 0 45° 00� 0

2 47° 30� 0 44° 15� 0

3 46° 55� 0 44° 15� 0

4 46° 35� 0 44° 30� 0

5 46° 35� 0 45° 40� 0

6 47° 30� 0 45° 40� 0

7 47° 55� 0 45° 00� 0

(2) Not relevant. Fishery managed by limitations in fishing effort. The
Member States concerned shall issue special fishing permits for their
fishing vessels engaging in this fishery, and shall notify those permits
to the Commission prior to the commencement of the vessel's activity,
in accordance with Regulation (EC) No 1627/94. By way of deroga-
tion from Article 8 of that Regulation, permits will only become valid
if the Commission has not objected within five working days
following the notification.
The maximum number of vessels and fishing time allowed shall be:

Member State Maximum number of
vessels

Maximum number of
fishing days

Denmark 2 131

Spain 10 257

Portugal 1 69

Each Member State shall, within 25 days following the calendar
month in which the catches are made, report monthly to the Commis-
sion the fishing days spent in Division 3M and in the area defined in
footnote (1) above.

Species: Greenland halibut
Reinhardtius hippoglossoides

Zone: NAFO 3 L, M, N, O

Germany 896
Spain 12 060
Portugal 5 090
EC 18 046

TAC 32 604’
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ANNEX V

Annex IF to Regulation (EC) No 2555/2001 is amended as follows:

1. The entries concerning the species bluefin tuna in zone ‘Atlantic Ocean, East of longitude 45°W, and Mediterranean’,
the species swordfish in zones ‘Atlantic Ocean, north of latitude 5° N’ and ‘Atlantic Ocean, south of latitude 5° N’ and
the species northern albacore in zone ‘Atlantic Ocean, north of latitude 5° N’ shall be replaced by the following:

‘Species: Bluefin tuna
Thunnus thynnus

Zone: Atlantic Ocean, east of longitude 45º W, and Mediterranean

Greece 359,5
Spain 6 497
France 6 461
Italy 6 105
Portugal 803,5
All Member States 60 (1)
EC 20 286

TAC 29 500

(1) Except Greece, Spain, France, Italy and Portugal, and only as by-
catch.

Species: Swordfish
Xiphias gladius

Zone: Atlantic Ocean, north of latitude 5º N

Spain 4 087,5
Portugal 763
All Member States 75 (1)
EC 4 925,5

TAC 10 200

(1) Except Spain and Portugal, and only as by-catch.

Species: Swordfish
Xiphias gladius

Zone: Atlantic Ocean, south of latitude 5º N

Spain 5 850
Portugal 385
EC 6 235

TAC 14 620

Species: Northern albacore
Germo alalunga

Zone: Atlantic Ocean, north of latitude 5° N

Ireland 3 158 (1) (3)
Spain 17 801 (1) (3)
France 5 599 (1) (3)
United Kingdom 201 (1) (3)
Portugal 1 953 (1) (3)
EC 28 712 (1) (2)

TAC 34 500

(1) It is prohibited to use any gill net, bottom set gill net, trammel net
and entangling net.

(2) The number of Community fishing vessels fishing for northern
albacore as a target species is fixed to 1 253 vessels in accordance
with Article 10(1) of Regulation (EC) No 973/2001.

(3) The distribution between the Member States of the maximum
number fishing vessels flying the flag of a Member State authorised
to fish for northern albacore as a target species in accordance with
Article 10(4) of Regulation (EC) No 973/2001:

Member States Maximum number of vessels

Ireland 50
Spain 730
France 151
United Kingdom 12
Portugal 310
EC 1 253’
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2. The following entries concerning the species blue marlin and white marlin in zone ‘Atlantic Ocean’ are inserted:

‘Species: Blue marlin
Makaira nigricans

Zone: Atlantic Ocean

EC 106,5

TAC Not relevant

Species: White marlin
Tetrapturus alba

Zone: Atlantic Ocean

EC 46,53

TAC Not relevant’



COMMISSION REGULATION (EC) No 1812/2002
of 11 October 2002

establishing the standard import values for determining the entry price of certain fruit and
vegetables

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Commission Regulation (EC) No 3223/94 of
21 December 1994 on detailed rules for the application of the
import arrangements for fruit and vegetables (1), as last
amended by Regulation (EC) No 1498/98 (2), and in particular
Article 4(1) thereof,

Whereas:

(1) Regulation (EC) No 3223/94 lays down, pursuant to the
outcome of the Uruguay Round multilateral trade nego-
tiations, the criteria whereby the Commission fixes the
standard values for imports from third countries, in
respect of the products and periods stipulated in the
Annex thereto.

(2) In compliance with the above criteria, the standard
import values must be fixed at the levels set out in the
Annex to this Regulation,

HAS ADOPTED THIS REGULATION:

Article 1

The standard import values referred to in Article 4 of Regula-
tion (EC) No 3223/94 shall be fixed as indicated in the Annex
hereto.

Article 2

This Regulation shall enter into force on 12 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
J. M. SILVA RODRÍGUEZ

Agriculture Director-General

12.10.2002L 276/10 Official Journal of the European CommunitiesEN

(1) OJ L 337, 24.12.1994, p. 66.
(2) OJ L 198, 15.7.1998, p. 4.
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ANNEX

to the Commission Regulation of 11 October 2002 establishing the standard import values for determining the
entry price of certain fruit and vegetables

(EUR/100 kg)

CN code Third country
code (1)

Standard import
value

0702 00 00 052 65,1
096 37,5
999 51,3

0707 00 05 052 103,8
999 103,8

0709 90 70 052 88,7
999 88,7

0805 50 10 052 67,7
388 56,0
524 61,6
528 52,5
999 59,5

0806 10 10 052 109,4
064 124,7
400 198,5
999 144,2

0808 10 20, 0808 10 50, 0808 10 90 096 38,5
388 85,0
400 58,6
512 84,7
800 192,2
804 89,8
999 91,5

0808 20 50 052 88,0
720 40,1
999 64,0

(1) Country nomenclature as fixed by Commission Regulation (EC) No 2020/2001 (OJ L 273, 16.10.2001, p. 6). Code ‘999’ stands for ‘of
other origin’.



COMMISSION REGULATION (EC) No 1813/2002
of 11 October 2002

fixing the minimum selling prices for butter and the maximum aid for cream, butter and concen-
trated butter for the 106th individual invitation to tender under the standing invitation to tender

provided for in Regulation (EC) No 2571/97

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 1255/1999 of 17
May 1999 on the common organisation of the market in milk
and milk products (1), as last amended by Commission Regula-
tion (EC) No 509/2002 (2), and in particular Article 10 thereof,

Whereas:

(1) The intervention agencies are, pursuant to Commission
Regulation (EC) No 2571/97 of 15 December 1997 on
the sale of butter at reduced prices and the granting of
aid for cream, butter and concentrated butter for use in
the manufacture of pastry products, ice-cream and other
foodstuffs (3), as last amended by Regulation (EC) No
635/2000 (4), to sell by invitation to tender certain quan-
tities of butter that they hold and to grant aid for cream,
butter and concentrated butter. Article 18 of that Regula-
tion stipulates that in the light of the tenders received in
response to each individual invitation to tender a
minimum selling price shall be fixed for butter and
maximum aid shall be fixed for cream, butter and
concentrated butter. It is further stipulated that the price

or aid may vary according to the intended use of the
butter, its fat content and the incorporation procedure,
and that a decision may also be taken to make no award
in response to the tenders submitted. The amount(s) of
the processing securities must be fixed accordingly.

(2) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Milk and Milk Products,

HAS ADOPTED THIS REGULATION:

Article 1

The minimum selling prices and the maximum aid and proces-
sing securities applying for the 106th individual invitation to
tender, under the standing invitation to tender provided for in
Regulation (EC) No 2571/97, shall be fixed as indicated in the
Annex hereto.

Article 2

This Regulation shall enter into force on 12 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002L 276/12 Official Journal of the European CommunitiesEN

(1) OJ L 160, 26.6.1999, p. 48.
(2) OJ L 79, 22.3.2002, p. 15.
(3) OJ L 350, 20.12.1997, p. 3.
(4) OJ L 76, 25.3.2000, p. 9.
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ANNEX

to the Commission Regulation of 11 October 2002 fixing the minimum selling prices for butter and the
maximum aid for cream, butter and concentrated butter for the 106th individual invitation to tender under the

standing invitation to tender provided for in Regulation (EC) No 2571/97

(EUR/100 kg)

Formula A B

Incorporation procedure With
tracers

Without
tracers

With
tracers

Without
tracers

Minimum Butter
Unaltered — — — —

selling price ≥ 82 %
Concentrated — — — —

Unaltered — — — —
Processing security

Concentrated — — — —

Butter ≥ 82 % 85 81 — 81

Maximum
Butter < 82 % 83 79 — 79

aid
Concentrated butter 105 101 105 101

Cream — — 36 34

Butter 94 — — —

Processing
security Concentrated butter 116 — 116 —

Cream — — 40 —



COMMISSION REGULATION (EC) No 1814/2002
of 11 October 2002

fixing the maximum purchasing price for butter for the 59th invitation to tender carried out under
the standing invitation to tender governed by Regulation (EC) No 2771/1999

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 1255/1999 of 17
May 1999 on the common organisation of the market in milk
and milk products (1), as last amended by Commission Regula-
tion (EC) No 509/2002 (2), and in particular Article 10 thereof,

Whereas:

(1) Article 13 of Commission Regulation (EC) No 2771/
1999 of 16 December 1999 laying down detailed rules
for the application of Council Regulation (EC) No 1255/
1999 as regards intervention on the market in butter
and cream (3), as last amended by Regulation (EC) No
1614/2001 (4), provides that, in the light of the tenders
received for each invitation to tender, a maximum
buying-in price is to be fixed in relation to the interven-
tion price applicable and that it may also be decided not
to proceed with the invitation to tender.

(2) As a result of the tenders received, the maximum
buying-in price should be fixed as set out below.

(3) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Milk and Milk Products,

HAS ADOPTED THIS REGULATION:

Article 1

For the 59th invitation to tender issued under Regulation (EC)
No 2771/1999, for which tenders had to be submitted not later
than 8 October 2002, the maximum buying-in price is fixed at
295,38 EUR/100 kg.

Article 2

This Regulation shall enter into force on 12 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002L 276/14 Official Journal of the European CommunitiesEN

(1) OJ L 160, 26.6.1999, p. 48.
(2) OJ L 79, 22.3.2002, p. 15.
(3) OJ L 333, 24.12.1999, p. 11.
(4) OJ L 214, 8.8.2001, p. 20.



COMMISSION REGULATION (EC) No 1815/2002
of 11 October 2002

fixing the maximum aid for concentrated butter for the 278th special invitation to tender opened
under the standing invitation to tender provided for in Regulation (EEC) No 429/90

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 1255/1999 of 17
May 1999 on the common organisation of the market in milk
and milk products (1), as last amended by Commission Regula-
tion (EC) No 509/2002 (2), and in particular Article 10 thereof,

Whereas:

(1) In accordance with Commission Regulation (EEC) No
429/90 of 20 February 1990 on the granting by invita-
tion to tender of an aid for concentrated butter intended
for direct consumption in the Community (3), as last
amended by Regulation (EC) No 124/1999 (4), the inter-
vention agencies are opening a standing invitation to
tender for the granting of aid for concentrated butter;
Article 6 of that Regulation provides that in the light of
the tenders received in response to each special invita-
tion to tender, a maximum amount of aid is to be fixed
for concentrated butter with a minimum fat content of
96 % or a decision is to be taken to make no award; the
end-use security must be fixed accordingly.

(2) In the light of the tenders received, the maximum aid
should be fixed at the level specified below and the end-
use security determined accordingly.

(3) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Milk and Milk Products,

HAS ADOPTED THIS REGULATION:

Article 1

For the 278th special invitation to tender under the standing
invitation to tender opened by Regulation (EEC) No 429/90,
the maximum aid and the amount of the end-use security shall
be as follows:

— maximum aid: EUR 105/100 kg,
— end-use security: EUR 116/100 kg.

Article 2

This Regulation shall enter into force on 12 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002 L 276/15Official Journal of the European CommunitiesEN

(1) OJ L 160, 26.6.1999, p. 48.
(2) OJ L 79, 22.3.2002, p. 15.
(3) OJ L 45, 21.2.1990, p. 8.
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COMMISSION REGULATION (EC) No 1816/2002
of 11 October 2002

reducing, for the 2002/2003 marketing year, the amount of aid to producers of certain citrus fruits
following an overrun of the processing threshold in certain Member States

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 2202/96 of 28
October 1996 introducing a Community aid scheme for produ-
cers of certain citrus fruits (1), as last amended by Commission
Regulation (EC) No 1933/2001 (2), and in particular Article 6
thereof,

Whereas:

(1) Article 5 of Regulation (EC) No 2202/96 establishes a
Community processing threshold for certain citrus fruits,
distributed among the Member States in accordance with
Annex II thereto. When this threshold is overrun, the
amounts of aid indicated in Annex I thereto are to be
reduced in each Member State in which the threshold
has been overrun. The overrun of the processing
threshold is assessed on the basis of the average quanti-
ties processed under the aid scheme during the three
marketing years preceding the marketing year for which
the aid is to be fixed, or during an equivalent period.

(2) In accordance with Article 23(1)(c) of Commission Regu-
lation (EC) No 1092/2001 of 30 May 2001 laying down
detailed rules for the application of Council Regulation
(EC) No 2202/96 introducing a Community aid scheme
for producers of certain citrus fruits (3), as amended by
Commission Regulation (EC) No 350/2002 (4), the
Member States have communicated the quantities of
oranges processed under the aid scheme. Based on this
information, it has been established that the Community
processing threshold has been overrun by 8 982 tonnes.
Within that overrun, Italy has overrun its threshold. The
amounts of aid for oranges indicated in Annex I to Regu-
lation (EC) 2202/96 for the 2002/2003 marketing year
must therefore be reduced by 1,25 % in Italy.

(3) In accordance with the above Article 23(1)(c) of Regula-
tion (EC) No 1092/2001, the Member States have
communicated the quantities of grapefruit and pomelos
processed under the aid scheme. Based on this informa-
tion, it has been established that the Community proces-
sing threshold has been overrun by 2 155 tonnes.
Within that overrun, Spain, France, Greece and Italy have
overrun their thresholds. The amounts of aid for grape-
fruit and pomelos indicated in Annex I to Regulation

(EC) No 2202/96 for the 2002/2003 marketing year
must therefore be reduced by 59,09 % in Spain, 26,23 %
in France, 11,47 % in Greece and 28,35 % in Italy.

(4) In accordance with the above Article 23(1)(c) of Regula-
tion (EC) No 1092/2001, the Member States have
communicated the quantities of small citrus fruits
processed under the aid scheme. Based on this informa-
tion, it has been established that the Community proces-
sing threshold has been overrun by 15 538 tonnes.
Within that overrun, Italy has overrun its threshold. The
amounts of aid for small citrus fruits indicated in Annex
I to Regulation (EC) No 2202/96 for the 2002/2003
marketing year must therefore be reduced by 10,64 % in
Italy.

(5) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Fresh Fruit and Vegetables,

HAS ADOPTED THIS REGULATION:

Article 1

Where Italy is concerned, for the 2002/2003 marketing year,
the amounts of aid to be granted under Regulation (EC) No
2202/96 for oranges delivered for processing are indicated in
Annex I.

Article 2

Where Spain, France, Greece and Italy are concerned, for the
2002/2003 marketing year, the amounts of aid to be granted
under Regulation (EC) No 2202/96 for grapefruit and pomelos
delivered for processing are indicated in Annex II.

Article 3

Where Italy is concerned, for the 2002/2003 marketing year,
the amounts of aid to be granted under Regulation (EC) No
2202/96 for small citrus fruits delivered for processing are indi-
cated in Annex III.

Article 4

This Regulation shall enter into force on the third day following
its publication in the Official Journal of the European Communities.

12.10.2002L 276/16 Official Journal of the European CommunitiesEN
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This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002 L 276/17Official Journal of the European CommunitiesEN

(EUR/100 kg)

Multiannual contracts Contracts covering
a single marketing year Individual producers

ANNEX I

Italy 11,13 9,68 8,71

(EUR/100 kg)

Multiannual contracts Contracts covering
a single marketing year Individual producers

ANNEX II

Spain 4,28 3,72 3,35

France 7,72 6,71 6,04

Greece 9,27 8,06 7,25

Italy 7,50 6,52 5,87

(EUR/100 kg)

Multiannual contracts Contracts covering
a single marketing year Individual producers

ANNEX III

Italy 9,36 8,13 7,32



COMMISSION REGULATION (EC) No 1817/2002
of 11 October 2002

repealing Regulation (EC) No 416/2002 adopting exceptional support measures for the pigmeat
market in Spain

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 2759/75 of 29
October 1975 on the common organisation of the market in
pigmeat (1), as last amended by Regulation (EC) No 1365/
2000 (2), and in particular Article 20 thereof,

Whereas:

(1) On account of the outbreak of classical swine fever in
certain production regions in Spain, animal health
measures were adopted by the Spanish authorities under
Articles 9, 10 and 11 of Council Directive 2001/89/EC
of 23 October 2001 introducing Community measures
for the control of classical swine fever (3). Exceptional
support measures for Spain's pigmeat market were
adopted by Commission Regulation (EC) No 416/
2002 (4), as last amended by Regulation (EC) No 907/
2002 (5).

(2) In the light of the progress made on animal health, the
exceptional market support measures should be discon-
tinued. Regulation (EC) No 416/2002 should accordingly
be repealed.

(3) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Pigmeat,

HAS ADOPTED THIS REGULATION:

Article 1

Regulation (EC) No 416/2002 is hereby repealed.

Article 2

This Regulation shall enter into force on the seventh day
following its publication in the Official Journal of the European
Communities.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002L 276/18 Official Journal of the European CommunitiesEN
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COMMISSION REGULATION (EC) No 1818/2002
of 11 October 2002

derogating from Council Regulation (EC) No 1251/1999 as regards the area payments for certain
arable crops and the payments for set-aside for the 2002/2003 marketing year to producers estab-

lished in the territory of Ireland and Northern Ireland

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 1251/1999 of 17
May 1999 establishing a support system for producers of
certain arable crops (1), as last amended by Regulation (EC) No
1038/2001 (2), and in particular Article 9 second paragraph,
fourth indent thereof,

Whereas:

(1) Article 8(1) of Regulation (EC) No 1251/1999 foresees
the payments of the area payments as from 16
November following the harvest.

(2) Excessive rainfalls have affected Ireland and Northern
Ireland in summer 2002. This exceptional situation has
resulted in an exceptionally low average yield.

(3) Producers are in severe financial difficulties as a result.

(4) This being the case in Ireland and Northern Ireland and
in view of the budgetary situation, Ireland and United
Kingdom should be authorised to make, prior to 16
November 2002, advance payments of area aid for
cereals and advance payments of set-aside aid for the
2002/2003 marketing year.

(5) In view of the urgent adoption of the measure, this
Regulation should enter into force immediately.

(6) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Cereals,

HAS ADOPTED THIS REGULATION:

Article 1

1. By way of derogation from Article 8(1) of Regulation (EC)
No 1251/1999, an advance payment in respect of the 2002/
2003 marketing year amounting up to 50 % of the area
payments, including payments for set-aside may be made with
effect from 16 October 2002 to producers established in the
territory of Ireland and Northern Ireland.

2. The advance payment provided for in paragraph 1 may
be paid only if, on the day of payment, the producer in ques-
tion is found to be eligible for it.

3. When calculating the final area payment to the producers
who receive the advance provided for in paragraph 1, the
competent authority shall take account of:

(a) any reduction in the producer's eligible area;

(b) any advance paid under this Regulation.

Article 2

This Regulation shall enter into force on the day following its
publication in the Official Journal of the European Communities.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002 L 276/19Official Journal of the European CommunitiesEN
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COMMISSION REGULATION (EC) No 1819/2002
of 11 October 2002

amending Regulation (EC) No 347/2002 opening crisis distillation as provided for in Article 30 of
Council Regulation (EC) No 1493/1999 for table wine in France

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 1493/1999 of 17
May 1999 on the common organisation of the market in
wine (1), as last amended by Regulation (EC) No 2585/2001 (2),
and in particular Articles 30 and 33 thereof,

Whereas:

(1) Commission Regulation (EC) No 347/2002 of 25
February 2002 opening crisis distillation as provided for
in Article 30 of Council Regulation (EC) No 1493/1999
for table wine (3), as amended by Regulation (EC) No
1083/2002 (4), opened crisis distillation in France for a
maximum of 3,85 million hectolitres in a period ending
30 September 2002.

(2) In September 2002 a number of wine areas in France
were hit by a natural disaster. It caused extensive damage
to winemaking establishments, cellars and infrastructure,
meaning that producers in the regions concerned have
been unable to participate in the distillation measure. In
order to remedy this situation, therefore, producers
should be granted more time for distillation and the
administrative deadlines linked to the distillation period
should be amended accordingly.

(3) To facilitate administration of the measure and avoid
discrimination against wine-growers working vineyards
located in a number of departments, the areas concerned
should be defined at the level of three regions.

(4) The measures provided for in this Regulation are in
accordance with the opinion of the Management
Committee for Wine,

HAS ADOPTED THIS REGULATION:

Article 1

Regulation (EC) No 347/2002 is hereby amended as follows:

1. The following sentence is added to Article 3:

‘However, in the regions listed in the Annex to this Regula-
tion, producers may conclude contracts until 15 October
2002.’

2. Article 4(2) and (3) are replaced by the following:

‘2. The Member State shall take the administrative steps
necessary to approve the above contracts by 6 May 2002 at
the latest in the case of contracts concluded in the period 1
to 29 March 2002 and by 24 October 2002 at the latest in
the case of contracts concluded from 24 June to 30
September 2002 and those concluded by 15 October 2002,
shall specify the rate of reduction applied and the quantity
of wine accepted per contract and shall stipulate that the
producer may cancel the contract where the quantity to be
distilled is reduced. The Member State shall notify the
Commission before 20 May 2002 or before 4 November
2002 respectively of the quantities of such wine covered by
approved contracts.

3. In the case of contracts concluded from 1 to 29 March
2002, the wine must be delivered to the distilleries by 31
July 2002 at the latest and the alcohol obtained must be
delivered to the intervention agency by 31 December 2002
at the latest. In the case of contracts concluded from 24 June
to 30 September 2002 or those concluded by 15 October
2002, the wine must be delivered to the distilleries by 13
December 2002 at the latest and the alcohol obtained must
be delivered to the intervention agency by 15 February
2003 at the latest.’

Article 2

This Regulation shall enter into force on the day of its publica-
tion in the Official Journal of the European Communities.
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This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002 L 276/21Official Journal of the European CommunitiesEN

ANNEX

List of French regions concerned by this Regulation

— Rhône-Alpes

— Languedoc-Roussillon

— Provence-Alpes-Côte d'Azur.



COMMISSION REGULATION (EC) No 1820/2002
of 11 October 2002

amending Regulation (EEC) No 2958/93 laying down detailed rules for the application of Council
Regulation (EEC) No 2019/93 as regards the specific arrangements for the supply of certain agricul-

tural products

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EEC) No 2019/93 of 19
July 1993 introducing specific measures for the smaller Aegean
islands concerning certain agricultural products (1), as last
amended by Regulation (EC) No 442/2002 (2), and in particular
Article 3a thereof,

Whereas:

(1) Council Regulation (EEC) No 2019/93 stipulates that
products benefiting from the specific supply arrange-
ments may not be re-exported to third countries or re-
dispatched to the rest of the Community. However, it
provides for derogation in case of traditional exports or
traditional shipments to the rest of the Community of
processed products.

(2) Article 4 of Commission Regulation (EEC) No 2958/93
laying down detailed rules for the application of Council
Regulation (EEC) No 2019/93 as regards the specific
arrangements for the supply of certain agricultural
products (3), as last amended by Regulation (EC) No
1020/2002 (4), establishes that the Commission is to
determine the limits of the annual quantities of
processed products containing raw materials that have
benefited from the specific supply arrangement that are
allowed to be exported or shipped to the rest of the
Community.

(3) Those quantities should be determined on the basis of
the average of exports and shipments to the rest of the
Community during 1991, 1992 and 1993, before this

regime entered into force, as established by the compe-
tent authorities.

(4) In order to incorporate those annual quantities, it is
necessary to amend Regulation (EEC) No 2958/93
accordingly.

(5) The measures provided for in this Regulation are in
accordance with the opinions of all the Management
Committees concerned,

HAS ADOPTED THIS REGULATION:

Article 1

Regulation (EEC) No 2958/93 is amended as follows:

1. Article 4(1) is replaced by the following:

‘1. Traditional exports and traditional dispatches to the
rest of the Community of processed products containing
raw materials that have benefited from the specific supply
arrangements are permitted within the limits of annual
quantities set out in Annex III. The competent authorities
shall take the necessary steps to ensure that those operations
do not exceed the annual quantities laid down.’

2. The text in the Annex to this Regulation is added as Annex
III.

Article 2

This Regulation shall enter into force on the third day following
its publication in the Official Journal of the European Communities.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Franz FISCHLER

Member of the Commission

12.10.2002L 276/22 Official Journal of the European CommunitiesEN
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(quantity in kilograms)

CN code To Community To third countries

ANNEX

‘ANNEX III

Maximum quantities of processed products which can be exported or dispatched to the rest of the Community
annually from the smaller Aegean islands in the context of traditional exports and dispatches

(Article 4)

1704 90 600 200

1902 11 6 500 —

1902 30 2 300 —

1905 40 55 000 2 000

1905 90 3 500 —

2008 19 900 100

2106 90 3 800 900’



COMMISSION REGULATION (EC) No 1821/2002
of 11 October 2002

on the issue of system B export licences in the fruit and vegetables sector

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Commission Regulation (EC) No 1961/2001
of 8 October 2001 on detailed rules for implementing Council
Regulation (EC) No 2200/96 as regards export refunds on fruit
and vegetables (1), as last amended by Regulation (EC) No
1176/2002 (2), and in particular Article 6(6) thereof,

Whereas:

(1) Commission Regulation (EC) No 1312/2002 (3) fixes the
indicative quantities for system B export licences other
than those sought in the context of food aid.

(2) In the light of the information available to the Commis-
sion today, there is a risk that the indicative quantities
laid down for the current export period for table grapes
will shortly be exceeded. This overrun will prejudice the
proper working of the export refund scheme in the fruit
and vegetables sector.

(3) To avoid this situation, applications for system B licences
for table grapes exported after 13 October 2002 should
be rejected until the end of the current export period,

HAS ADOPTED THIS REGULATION:

Article 1

Applications for system B export licences for table grapes
submitted pursuant to Article 1 of Regulation (EC) No 1312/
2002, export declarations for which are accepted after 13
October 2002 and before 16 November 2002, are hereby
rejected.

Article 2

This Regulation shall enter into force on 14 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
J. M. SILVA RODRÍGUEZ

Agriculture Director-General
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COMMISSION REGULATION (EC) No 1822/2002
of 11 October 2002

determining the world market price for unginned cotton

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Protocol 4 on cotton, annexed to the Act of
Accession of Greece, as last amended by Council Regulation
(EC) No 1050/2001 (1),

Having regard to Council Regulation (EC) No 1051/2001 of 22
May 2001 on production aid for cotton (2), and in particular
Article 4 thereof,

Whereas:

(1) In accordance with Article 4 of Regulation (EC) No
1051/2001, a world market price for unginned cotton is
to be determined periodically from the price for ginned
cotton recorded on the world market and by reference to
the historical relationship between the price recorded for
ginned cotton and that calculated for unginned cotton.
That historical relationship has been established in
Article 2(2) of Commission Regulation (EC) No 1591/
2001 of 2 August 2001 (3), as amended by Regulation
(EC) No 1486/2002 (4). Where the world market price
cannot be determined in this way, it is to be based on
the most recent price determined.

(2) In accordance with Article 5 of Regulation (EC) No
1051/2001, the world market price for unginned cotton
is to be determined in respect of a product of specific
characteristics and by reference to the most favourable

offers and quotations on the world market among those
considered representative of the real market trend. To
that end, an average is to be calculated of offers and
quotations recorded on one or more European
exchanges for a product delivered cif to a port in the
Community and coming from the various supplier coun-
tries considered the most representative in terms of inter-
national trade. However, there is provision for adjusting
the criteria for determining the world market price for
ginned cotton to reflect differences justified by the
quality of the product delivered and the offers and quota-
tions concerned. Those adjustments are specified in
Article 3(2) of Regulation (EC) No 1591/2001.

(3) The application of the above criteria gives the world
market price for unginned cotton determined herein-
after,

HAS ADOPTED THIS REGULATION:

Article 1

The world price for unginned cotton as referred to in Article 4
of Regulation (EC) No 1051/2001 is hereby determined as
equalling EUR 22,627/100 kg.

Article 2

This Regulation shall enter into force on 12 October 2002.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
J. M. SILVA RODRÍGUEZ

Agriculture Director-General
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COMMISSION REGULATION (EC) No 1823/2002
of 11 October 2002

amending for the fifth time Council Regulation (EC) No 881/2002 imposing certain specific restric-
tive measures directed against certain persons and entities associated with Usama bin Laden, the

Al-Qaida network and the Taliban, and repealing Council Regulation (EC) No 467/2001

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Regulation (EC) No 881/2002 of 27
May 2002 imposing certain specific restrictive measures
directed against certain persons and entities associated with
Usama bin Laden, the Al-Qaida network and the Taliban, and
repealing Council Regulation (EC) No 467/2001 prohibiting
the export of certain goods and services to Afghanistan,
strengthening the flight ban and extending the freeze of funds
and other financial resources in respect of the Taliban of Afgha-
nistan (1), as last amended by Commission Regulation (EC) No
1754/2002 (2), and in particular Article 7(1), first indent,
thereof,

Whereas:

(1) Annex I to Regulation (EC) No 881/2002 lists the
persons, groups and entities covered by the freezing of
funds and economic resources under that Regulation.

(2) On 10 October 2002, the Sanctions Committee decided
to amend the list of persons, groups and entities to
whom the freezing of funds and economic resources
shall apply and, therefore, Annex I should be amended
accordingly.

(3) In order to ensure that the measures provided for in this
Regulation are effective, this Regulation must enter into
force immediately,

HAS ADOPTED THIS REGULATION:

Article 1

Annex I to Regulation (EC) No 881/2002 is amended in accor-
dance with the Annex to this Regulation.

Article 2

This Regulation shall enter into force on the day of its publica-
tion in the Official Journal of the European Communities.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 11 October 2002.

For the Commission
Christopher PATTEN

Member of the Commission
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ANNEX

Annex I to Regulation (EC) No 881/2002 is amended as follows:

The following legal persons, groups or entities shall be added to the heading ‘Legal persons, groups and entities’:

1. Moroccan Islamic Combatant Group (aka GICM or Groupe Islamique Combattant Marocain)

2. Tunisian Combatant Group (aka GCT or Groupe Combattant Tunisien).
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COMMISSION DIRECTIVE 2002/81/EC
of 10 October 2002

amending Council Directive 91/414/EEC to include flumioxazine as active substance

(Text with EEA relevance)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Directive 91/414/EEC of 15 July
1991 concerning the placing of plant-protection products on
the market (1), as last amended by Commission Directive 2002/
64/EC (2), and in particular Article 6(1) thereof,

Whereas:

(1) In accordance with Article 6(2) of Directive 91/414/EEC,
France received on 2 May 1994 an application from
Sumitomo SA for the inclusion of the active substance
flumioxazine in Annex I to Directive 91/414/EEC.
Commission Decision 97/631/EC (3) of 12 September
1997 confirmed that the dossier was ‘complete’ in the
sense that it could be considered as satisfying, in prin-
ciple, the data and information requirements of Annexes
II and III to Directive 91/414/EEC.

(2) For this active substance, the effects on human health
and the environment have been assessed, in accordance
with the provisions of Article 6(2) and (4) of Directive
91/414/EEC, for the uses proposed by the applicant. The
nominated rapporteur Member State, submitted a draft
assessment report concerning the substance to the
Commission on 20 January 1998.

(3) The draft assessment report has been reviewed by the
Member States and the Commission within the Standing
Committee on the Food Chain and Animal Health. The
review was finalised on 28 June 2002 in the format of
the Commission review report for flumioxazine.

(4) The dossier and the information from the review were
also submitted to the Scientific Committee for Plants.
The Committee was asked to comment on the test proto-
cols used in higher tier studies to assess effects of the
active substance on aquatic plants and earthworms and
on development effects seen in animal studies. In its
opinion (4) the Committee noted that the available higher
tier study in aquatic plants is insufficient for a full assess-
ment of exposure/effect relationships. The studies in
earthworms and those on developmental toxicity were
considered sufficient and adequate to support the risk
assessments. The observations of the Scientific
Committee were taken into consideration in formulating
this Directive and the relevant review report. A revised
risk assessment for aquatic plants was made on the basis
of the available standard study.

(5) It has appeared from the various examinations made that
plant protection products containing flumioxazine may

be expected to satisfy, in general, the requirements laid
down in Article 5(1)(a) and (b) and Article 5(3) of Direc-
tive 91/414/EEC, in particular with regard to the uses
which were examined and detailed in the Commission
review report. It is therefore appropriate to include
flumioxazine in Annex I, in order to ensure that in all
Member States the authorisations of plant-protection
products containing this active substance can be granted
in accordance with the provisions of that Directive.

(6) The Commission review report is required for the proper
implementation by the Member States, of several
sections of the uniform principles laid down in Directive
91/414/EEC. It is, therefore, appropriate to provide that
the finalised review report, except for confidential infor-
mation, should be kept available or made available by
the Member States for consultation by any interested
parties.

(7) After inclusion, Member States should be allowed a
reasonable period to implement the provisions of Direc-
tive 91/414/EEC as regards plant-protection products
containing flumioxazine and in particular to review
existing provisional authorisations and, by the end of
this period at the latest, to transform those authorisa-
tions into full authorisations, to amend them or to with-
draw them in accordance with the provisions of Direc-
tive 91/414/EEC.

(8) It is therefore appropriate to amend Directive 91/414/
EEC accordingly.

(9) The measures provided for in this Directive are in accor-
dance with the opinion of the Standing Committee on
the Food Chain and Animal Health,

HAS ADOPTED THIS DIRECTIVE:

Article 1

Annex I to Directive 91/414/EEC is amended as set out in the
Annex to this Directive.

Article 2

Member States shall keep available the review report for
flumioxazine, except for confidential information within the
meaning of Article 14 of Directive 91/414/EEC, for consulta-
tion by any interested parties or shall make it available to them
on specific request.
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Article 3

Member States shall adopt and publish by 30 June 2003 at the
latest the laws, regulations and administrative provisions neces-
sary to comply with this Directive. They shall forthwith inform
the Commission thereof.

They shall apply those provisions from 1 July 2003.

When Member States adopt those provisions, they shall contain
a reference to this Directive or shall be accompanied by such a
reference on the occasion of their official publication. Member
States shall determine how such reference is to be made.

Article 4

1. Member States shall review the authorisation for each
plant-protection product containing flumioxazine to ensure that
the conditions relating to this active substance set out in Annex
I to Directive 91/414/EEC are complied with. Where necessary,
they shall amend or withdraw the authorisation in accordance
with Directive 91/414/EEC before 30 June 2003.

2. Member States shall, for each authorised plant-protection
product containing flumioxazine as either the only active
substance or as one of several active substances all of which
were listed in Annex I to Directive 91/414/EEC by 1 January

2003, re-evaluate the product in accordance with the uniform
principles provided for in Annex VI to Directive 91/414/EEC,
on the basis of a dossier satisfying the requirements of Annex
III thereto. On the basis of that evaluation, they shall determine
whether the product satisfies the conditions set out in Article
4(1)(b), (c), (d) and (e) of Directive 91/414/EEC. Where neces-
sary and by 30 June 2004 at the latest, they shall amend or
withdraw the authorisation for each such plant-protection
product.

Article 5

This Directive shall enter into force on 1 January 2003.

Article 6

This Directive is addressed to the Member States.

Done at Brussels, 10 October 2002.

For the Commission
David BYRNE

Member of the Commission
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No Common name,
identification Nos IUPAC name Purity (1) Entry into force Expiration of inclusion Specific provisions

ANNEX

In Annex I the following row is added at the end of the table:

‘39 Flumioxazine

CAS No 103361-09-7

CICAP No 578

N-(7-fluoro-3,4-dihydro-3-oxo-4-prop-2-ynyl-2H-1,4-
benzoxazin-6-yl)cyclohex-1-ene-1,2-dicarboximide

960 g/kg 1 January 2003 31 December 2012 Only uses as herbicide may be authorised.

For the implementation of the uniform princi-
ples of Annex VI, the conclusions of the review
report on flumioxazine, and in particular
Appendices I and II thereof, as finalised in the
Standing Committee on the Food Chain and
Animal Health on 28 June 2002 shall be taken
into account. In this overall assessment
Member States:

— must carefully consider the risk to aquatic
plants and algae. Conditions of author-
isation must include risk mitigation meas-
ures, where appropriate.

(1) Further details on identity and specification of active substances are provided in the review report.’
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II

(Acts whose publication is not obligatory)

COMMISSION

COMMISSION DECISION
of 20 December 2001

declaring a concentration to be compatible with the common market and the EEA Agreement

(Case No COMP/M.2533 — BP/E.ON)

(notified under document number C(2001) 4527)

(Only the English text is authentic)

(Text with EEA relevance)

(2002/792/EC)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Community,

Having regard to the Agreement on the European Economic Area, and in particular Article 57(2)(a) thereof,

Having regard to Council Regulation (EEC) No 4064/89 of 21 December 1989 on the control of
concentrations between undertakings (1), as last amended by Regulation (EC) No 1310/97 (2), and in
particular Article 8(2) thereof,

Having regard to the Commission's decision of 6 September 2001 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 (3),

Having regard to the final report of the Hearing Officer in this case (4),

Whereas:

I. INTRODUCTION

(1) On 27 July 2001, the undertakings BP and E.ON notified the Commission, in accordance with
Article 4 of Regulation (EEC) No 4064/89 (the Merger Regulation), of a proposed concentration by
which BP and E.ON acquire within the meaning of Article 3(1)(b) of the Merger Regulation joint
control of Veba Oel AG, which currently is under sole control of E.ON.

(1) OJ L 395, 30.12.1989, p. 1; corrected version OJ L 257, 21.9.1990, p. 13.
(2) OJ L 180, 9.7.1997, p. 1.
(3) OJ C 246, 12.10.2002.
(4) OJ C 246, 12.10.2002.
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(2) After examination of the notification, the Commission by decision of 6 September 2001 concluded
that the notified operation fell within the scope of the Merger Regulation and raised serious doubts
as to its compatibility with the common market and the functioning of the EEA Agreement. The
Commission accordingly initiated proceedings in this case pursuant to Article 6(1)(c) of the Merger
Regulation and Article 57 of the EEA Agreement.

II. THE PARTIES AND THE OPERATION

(3) BP plc. (BP) is the holding company of a worldwide active exploration, petroleum and petrochemi-
cals group of companies comprising four core businesses: (1) the exploration and production of
crude oil and natural gas; (2) oil refining, marketing, supply and transportation of refined products;
(3) manufacturing and marketing of petrochemicals and related products, and (4) solar energy. The
German downstream oil activities are operated by the wholly owned subsidiary Deutsche BP GmbH
(Deutsche BP).

(4) The German E.ON is the ultimate parent of a vertically integrated energy group, primarily active in
Germany and, since its recent acquisition of Sydkraft AB, in Sweden. Its main activities are the
production and/or supply of electricity, gas, water, chemical products and oil, as well as the
provision of telecommunications services and real estate. The up- and downstream oil and petro-
chemicals business of E.ON (besides the chemical activities operated by its subsidiary Degussa, which
will remain outside the joint venture) is operated via its 100 % subsidiary Veba Oel AG (Veba Oel or
JV). Veba Oel, as a holding company, comprises three divisions, each operated by a wholly owned
subsidiary: (1) upstream exploration and production, operated by Veba Oel & Gas GmbH (VOG), (2)
oil refining and petrochemicals, operated by Veba Oil Refining & Petrochemicals GmbH (VORP), as
well as (3) downstream oil products marketing, operated by Aral AG & Co KG (Aral). Beside Veba
Oel's German activities, it is also active in Austria, Luxembourg and some Eastern European
countries in the marketing of downstream oil products and, with respect to upstream activities, it
operates one field in the United Kingdom and in the Netherlands, respectively, and holds minority
shares in several fields operated by other companies.

(5) BP and E.ON signed a Participation Agreement on 15 July 2001. Pursuant to this agreement,
Deutsche BP will acquire 51 % of the share capital of Veba Oel by capital increase, E.ON will retain
49 % of the share capital. E.ON will have a put option for the remaining 49 % at any time after the
[…] (*) for a fixed price. The agreement does not formally foresee that the business currently carried
out by Deutsche BP will be combined with Veba Oel.

III. CONCENTRATION

(6) According to the Participation Agreement, BP will appoint a majority of the members of the
management board and of the supervisory board, respectively, and the parties shall enter into a
shareholders' agreement according to which certain matters shall only be undertaken or executed by
Veba if both E.ON and BP agree to them. These matters comprise, inter alia, the annual financial and
investment planning of Veba Oel and its subgroup as well as certain types of transactions exceeding
a value of […] *. Therefore, E.ON will have veto rights related to strategic decisions on the business
policy of Veba Oel although it only holds a minority in the shareholders' meeting and a minority of
representatives on the supervisory and the management board. In case E.ON's put option is
exercised, BP will acquire sole control over Veba. However, this is uncertain at the current stage and
therefore cannot be taken into account.

(*) Parts of this text have been edited to ensure that confidential information is not disclosed; those parts are
enclosed in square brackets and marked with an asterisk.
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(7) In the light of the veto rights conferred on E.ON by the Participation Agreement safeguarding its
decisive influence in Veba Oel it can be concluded that BP and E.ON will have joint control over
Veba Oel. The transaction therefore constitutes a concentration within the meaning of Article 3(1)b
of the Merger Regulation.

IV. COMMUNITY DIMENSION

(8) The undertakings concerned have a combined aggregate worldwide turnover of more than EUR 5
billion (5) (BP: EUR 160,2 billion, E.ON: EUR 93,29 billion, Veba Oel: EUR 20,2 billion). BP, E.ON
and Veba Oel each have an aggregate Community-wide turnover in excess of EUR 250 million (BP:
EUR […] *, E.ON: EUR […] *, Veba Oel: EUR […] *). E.ON and Veba Oel achieve more than
two-thirds of their aggregate Community-wide turnover in Germany, but this is not the case for BP.
The notified operation therefore has a Community dimension within the meaning of Article 1(2) of
the Merger Regulation.

V. PROCEDURE

(9) On 20 August 2001 the German competition authority, the Bundeskartellamt informed the
Commission that the concentration threatens to create or to strengthen a dominant position as a
result of which effective competition would be significantly impeded on a market within Germany,
which presents all the characteristics of a distinct market pursuant to Article 9(2) of the Merger
Regulation, requested the Commission to partly refer the case. The request related to the markets for
downstream mineral oil products in Germany, including in particular the markets for motor
gasoline, diesel and light heating oil retailing and wholesaling, aviation fuels, heavy fuel oil, bitumen
and lubricants. The request did not concern the markets for petrochemicals, the markets for
upstream oil activities as well as the markets for downstream oil products outside Germany. By
decision of 6 September 2001, the Commission partly referred the case to the competent German
authorities as requested.

(10) On October 24 2001 a Statement of Objections was sent to BP and E.ON, which sent a combined
reply on 5 November 2001. As requested by the parties, a hearing was held on 7 November 2001.

VI. ASSESSMENT UNDER ARTICLE 2 OF THE MERGER REGULATION

A. RELEVANT PRODUCT MARKET

(11) Ethylene is one of the most important basic chemical products, which belongs to the olefin group
consisting of ethylene, propylene, and butadiene. In Western Europe, ethylene is produced princi-
pally from naphtha (itself a product of the process of refining crude oil) in steamcracking equipment.
It is used as a raw material for ethylene derivatives such as polyethylene and PVC and no other
product can replace it. In line with previous decisions for ethylene (6), the market investigation has
confirmed that ethylene constitutes a separate product market.

B. RELEVANT GEOGRAPHIC MARKET

(12) The parties consider that the appropriate geographic market definition for ethylene should be at least
Western Europe. They argue that ethylene moves around and enters the pipeline network operated
by Aethylenrohrleitungsgesellschaft mbH & Co. KG and its extension pipes (ARG+) from a variety of
sources, inter alia, the United Kingdom, coastal North-West Europe locations, the Mediterranean,
North America, the Middle East and Asia. Imports typically account for approximately 10 % of
consumption in the ARG+. Furthermore, the ARG+ has a distinct pricing link, through the North
West European Contract Price (NWECP), with other sources of production and other consumption
areas.

(5) Turnover calculated in accordance with Article 5(1) of the Merger Regulation and the Commission Notice on the
calculation of turnover (OJ C 66, 2 March 1998, p. 25). To the extent that figures include turnover for the
period before 1 January 1999, they are calculated on the basis of average ECU exchange rates and translated into
EUR on a one-for-one basis.

(6) See Cases COMP/M.1628 — Totalfina/Elf, COMP/M.2345 — BP/Erdölchemie, IV/M.361 — Nesté/Statoil, IV/M.550
— Union Carbide/Enichem.
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(13) The Commission does not agree with the geographic market definition proposed by the parties. In
line with its previous decisions the Commission considers that the relevant geographic market for
the supply of ethylene is a function of the extent of the available pipeline network (7). Ethylene is a
hazardous gas which is highly flammable. Due to these product properties it is neither profitable nor
practical to transport ethylene overland by road or rail. For instance in Germany, this transport
would require a special permit and transport by barge on the Rhine is even prohibited. Over long
distances, ethylene is transported either in compressed form by pipeline or in liquid form by
refrigerated ship. However, such transport requires major investment in logistical equipment such as
pipelines and specially equipped sea terminals which in turn are often connected to pipelines or to
one or several ethylene consumers. In order to reduce transport costs and logistical difficulties,
ethylene consumers tend to be located near to the ethylene production sites. It is impossible in
practice to move large quantities of ethylene from a production site to an inland consumption site if
the two sites are not connected to the same network of pipelines. Consequently, given these
constraints for the transportation of ethylene, ethylene production and consumption sites are
characterised by individual systems where producers and consumers are combined on-site or linked
by a pipeline and/or the access to deep sea terminals. Therefore, the relevant geographic market is
delineated by the available pipeline network.

(14) The pipeline network relevant for delineating the relevant geographical market for ethylene is the
pipeline network owned and operated by Aethylenrohrleitungsgesellschaft mbH & Co. KG, together
with its associated pipelines (the so-called ARG+ pipeline network), these associated pipelines being
mostly owned by the linked ethylene consumer or producer. The ARG+ links various production
sites and ethylene consumers in Belgium, the Netherlands and Western Germany.

(15) The limited amount of imports and their restricted availability for consumers means a broader
definition of the geographic market is not possible. There are five sea terminals linked to the ARG+
which allow for ethylene imports by ship from production sites located outside the ARG+ area. Of
total ethylene consumption by ARG+ consumers, approximately 15 % were imported from outside
the ARG in 2000, which was a peak year due to several unscheduled downtimes of ethylene
production facilities (so-called crackers) on the ARG. Usually imports account for approximately
10 % of total (captive and merchant) demand. By far the greatest share of imports is done by the
owners of the import terminals, third party imports only account for 10 to 20 % of the total
imports. For third parties, the amount of ethylene imports into the ARG+ catchment area is severely
restricted. First, there are no public terminals offering free access to third parties, but all are owned
by ethylene producers. Second, existing terminals have been designed primarily to fit the ethylene
needs of their owners, they are in addition to imports used for the storage of excess production of
the cracker usually linked to the terminal, and do not provide sufficient long term capacity for the
open market. Even if third parties are allowed to use these terminals, third parties raised a number of
contractual and practical difficulties which prevent them from using these terminals on a structural
basis. In contractual terms, it appears to be very common that terminalling contracts are linked to
the existence and duration of a supply agreement with the terminal owner and that the terminal is
only made available for a certain percentage of the volumes which are supplied directly by the
terminal owner. In addition, such contracts partly provide for certain rights of the terminal owners
whereby the ethylene purchaser is obliged to negotiate with the terminal owner whether the
purchaser would accept direct supply instead of using the terminal. Third, consumers which are not
directly linked to a sea terminal have to pay ship freight cost, terminalling fees and transportation
costs charged by the ARG for transport over the pipeline, which means that large scale imports are
not an economically viable alternative to products produced on the ARG+.

(7) Cases COMP/M.1628 — Totalfina/Elf, IV/M.361 — Nesté/Statoil, IV/M.550 — Union Carbide/Enichem. In case
M.2092 — Repsol Chimica/Borealis, the Commission left open whether the relevant market was local or wider,
but in the area at question (the Iberian peninsula) there were no ethylene pipelines. The geographic scope of the
ethylene market was also left open in COMP/M.2345 — BP/Erdölchemie.
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(16) The pricing link with other areas does not lead to an extension of the scope of the geographic
market. The industry report ICIS-LOR publishes a quarterly reference price as the NWECP. This
reference price applies to sales in the ARG+ area as well as to ethylene sales outside this area, inter
alia, to ethylene sales in other parts of Germany, the United Kingdom, and France. However,
according to market participants the ICIS-LOR quarterly reference price is set exclusively by sales and
purchases on the ARG+ whereas prices in non-ARG+ markets do not influence prices on the ARG+.
As a result, there is a one way price influence from the ARG+ to other areas. This pricing influence
which only leads out of the ARG+ cannot be said to extend the scope of the ARG+ geographic
market. Finally, a further indication that the ARG+ delineates a distinct geographical market for the
supply of ethylene is the fact that the industry reports issued by Chemical Market Associates Inc.
(CMAI), publish distinct reference prices for spot sales ex-ARG, compared to sales cif North-Western
Europe and the Mediterranean area.

(17) It therefore can be concluded that the relevant geographic market is the pipeline system of the ARG+
ethylene pipeline.

C. COMPATIBILITY WITH THE COMMON MARKET

(18) On 10 July 2001 Shell and DEA notified the Commission of their agreement whereby Shell will
acquire control over DEA (case COMP/M.2389 — Shell/DEA). This transaction will equally affect the
market for ethylene on the ARG+. A single analysis of this market was carried out for the two cases,
which leads to the present decision as well as to a parallel decision in case M.2389 — Shell/DEA,
adopted simultaneously.

1. CURRENT MARKET STRUCTURE

1.1. The market for ethylene is already today characterised by a high degree of concentration

(19) In line with previous decisions of the Commission (8) and the view of BP and E.ON, the parties' and
other market participants' market shares are calculated and considered with regard only to the
merchant market. The merchant market comprises sales to third parties, and does not consider
production volumes which are used internally within the same group for the conversion into
products further downstream (captive use).

(20) Furthermore, market shares of ethylene suppliers as well as the volume of the merchant market itself
may be calculated in principle on a net basis as regards sales and purchases on the ARG+. In case a
producer is at the same time selling and purchasing on the merchant market, it is appropriate to
consolidate sales and purchases to a net position as either net buyer or net seller. The Commission's
investigation has shown that swaps among producers as well as sales and purchases on the (spot)
market in the same year are mainly carried out for operational reasons and not for the purposes of a
systematic and large scale on-sale. Furthermore, swaps do not reflect independent market power on
the part of the participating undertaking and cannot be compared to sales. For the special situation
as regards Erdölchemie see recital 30.

(21) Imports by producers connected to the ARG+ from outside the ARG+, whether they are delivered by
one and the same company/group of companies or purchased from third parties, are accounted in
the same way as ethylene production on the ARG+. It is not appropriate to treat imports onto the
ARG+ as purchases in the ARG+ (which, as a consequence, would lower the importer's net selling
position and market share). Imports on a continuous basis are not readily available for all ethylene
consumers in the ARG+. In addition, large-scale imports usually are not operated on a swap basis or
for other operational reasons without market effects. Therefore, via imports a considerable market
position can be achieved and the offset of imports against merchant sales would lead to a
significantly distorted picture of the individual undertaking's market share. Furthermore, in line with
the parties' submissions, imports account for a part of the total ethylene market volume on the
ARG+. In order to be consistent, the market share deriving from these imports has to be attributed
to the undertaking selling these imports also within the ARG+ catchment area.

(8) See Case IV/M.361 — Nesté/Statoil, 17.2.1994.
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Ethylene seller Share of merchant
market % Capacity kt

(22) On the basis of the foregoing, the market shares and capacities of the ethylene sellers on the ARG+
merchant market as well as imports by third parties for the year 2000 are as follows:

Table 1

Market shares

Veba [25-35] * [900-1 000] *

DEA [10-20] * [400-500] *

Shell [10-20] * [900-1 000] *

BP/Erdölchemie 0,0 [900-1 000] *

BASF [10-20] * [1 300-1 400] *

Atofina [5-15] * [700-800] *

Exxon [5-15] * [400-500] *

Imports 3rd parties [0-10] *

(23) In general, the ethylene suppliers in the ARG+ area can be grouped into three different categories,
these are:

(i) suppliers which are not vertically integrated downstream and sell their whole ethylene produc-
tion on the merchant market;

(ii) ethylene producers which are vertically integrated downstream and partly use their ethylene
production captively and partly sell it on the merchant market; and

(iii) ethylene producers which are vertically integrated and use their whole ethylene production
captively.

(24) Veba Oel is seen by the market to belong to the first category (non-downstream integrated full
seller). With a capacity of its two crackers in Gelsenkirchen of around [900 to 1 000] * kilotons per
annum (ktpa), a production which was fully exploiting the capacity and was entirely sold to the
merchant market in the year 2000 (as also in the years 1998 to 1999), it is by far the largest player
in the merchant market in the ARG+ catchment area with a market share of around [25 to 35] * %.

(25) The other market player belonging to the first group is DEA. In the ARG+ area DEA owns two
crackers in Wesseling with an ethylene capacity of [400 to 500] * ktpa which was [highly]*
exploited in the year 2000. The whole production was sold to the merchant market, as was also the
case for the years 1998 and 1999 (9). DEA's market share lies around [10 to 20] * %. It cannot be
argued that DEA only has one customer, CPO, which it has supplied since the 1970, and thus DEA's
market share does not reflect its market position appropriately. However, CPO is not a consumer on
its own, nor is it an independent trader. It negotiates the supplies for Basell, Clariant, Celanese,
Vinnolit and Vintron. […] *. The respective agreements are a result of the divestment of former
members of the Hoechst group, for which economic supplies had been secured at the time. The
contracts of CPO with its customers are limited to the duration of CPO's supply contracts with DEA
(and Veba). Furthermore, [a large proportion] * of CPO's demand is passed on to Basell, the Joint
Venture between Shell and BASF, both net sellers on the merchant market. Basell today has its own
ethylene cracker and is likely to be able to procure remaining demand at economic terms via its
parents. Against this background, CPO itself expressed the expectation that it will not continue to
exist in the present form after the expiry of its supply contracts with DEA and Veba.

(9) Although DEA was to a limited degree active in downstream ethylene derivatives production until early 2001,
their entire production on the ARG was available to the merchant market. DEA's downstream activities were
located off the ARG at Heide/Brunsbüttel and thus were not supplied via the ARG.
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(26) In conclusion, therefore, the two players DEA and Veba provided [a significant proportion] * of the
total amount of the merchant market in the ARG+ area in the year 2000.

(27) Shell is seen by the market as belonging to the second category. Shell owns an ethylene cracker at
Moerdijk, the Netherlands, connected to the ARG via a proprietary pipeline. Shell submits that it is
an overall net purchaser of ethylene due to the fact that the demand of its Basell joint venture (under
joint control and ownership together with BASF) has to be taken into account as captive use. This
argument cannot be accepted. As a full-function joint venture within the meaning of the Merger
Regulation Basell is set up as an autonomous economic entity which only initially will purchase
smaller parts of its required ethylene supply from its parents (10). Since at least in a medium-term
perspective Basell is free in its choice of ethylene supply, Basell's actual demand cannot be included
in the calculation of Shell's net balance of ethylene. This assessment corresponds to the market
perception according to which Shell is a significant player in the ethylene merchant market at the
ARG+ level. In addition to Shell's production on the ARG+, its imports onto the ARG+ are added to
its production. According to this calculation Shell's 2000 market share amounted to [10 to 20] * %.

(28) This figure may understate Shell's actual market potential. In the year 2000 the capacity of Shell's
ethylene cracker in Moerdijk was increased from [600 to 700] * kt to [800 to 900] * kt. The
expansion of cracker capacity, which is not reflected in the 2000 market share, will strengthen
Shell's market position in the future and increase its market share in excess of the current level.

(29) Other players belonging to the second group are BASF with a market share in the merchant market
of [10 to 20] * %, Atofina with a significantly lower market share of around [5 to 15] * %, and
Exxon with a market share of [5 to 15] * %. Exxon's share is largely based on its imports on the ARG
from its ethylene production sites in the United Kingdom. The remaining market shares are
accounted for by imports carried out by other parties.

(30) BP belongs to the third category with respect to its net ethylene balance, consuming all its ethylene
production captively on a net basis, even taking into account BP's considerable imports in the year
2000. This still holds true after the taking over of sole control over Erdölchemie in April 2001.
However, Erdölchemie still supplies customers with ethylene on the basis of long-term contracts.
Although according to the Commission's market investigation Erdölchemie's ethylene sales are
decreasing (from […] * in 2000 to expected […] * in 2001), following the acquisition of sole control
by BP, Erdölchemie's sales nevertheless give BP a market perspective and intelligence also from a
seller's point of view.

(31) Other players belonging to the third group are DOW, DSM and Basell, as their entire ethylene
production (in terms of a net balance) is used captively, and they purchase additional volumes on the
market.

(32) Beside these ethylene consumers which are themselves active in the ethylene production there are
also free, non-integrated consumers such as Sasol, Celanese, Solvay/Solvin, LVM, Ineos and Borealis,
which are entirely dependent on third ethylene producers' supplies for their requirements of ethylene
on the ARG+.

1.2. As the only non-integrated suppliers, Dea and Veba are the main price settlers in the
ethylene market and therefore play a decisive role for the functioning of the market

(33) The vast majority of ethylene supplies are based on long-term contracts between suppliers and
consumers. In general, there are three different types of contracts in terms of pricing schemes.

(10) See Case COMP/M.1751 — Shell/BASF/JV Project Nicole, 29.3.2001.



EN Official Journal of the European Communities 12.10.2002L 276/38

(34) First and foremost, large volume contractors widely refer in their long term contracts to a basic
contract price, which is then adjusted via individual discounts. Whilst the individual discount is fixed
for the whole term of the contract, the basic contract price is subject to re-negotiation between the
partners every quarter. A large proportion of these contracts contain fall-back clauses which state the
reference contract price published by the industry report ICIS-LOR as agreed in case the parties do
not reach an agreement in their negotiations.

(35) Second, there are contracts mainly for smaller volumes that do not foresee quarterly price nego-
tiations, but refer to the published reference contract price, which is also adjusted by an individual
discount agreed for the whole term of the contract. The price actually to pay varies automatically
according to the movements of the published reference price. The price to pay according to these
types of contracts therefore follows the price of the first type of contracts.

(36) To arrive at this published reference price, the most important players on the market (having a
contract of the first type) with minimum volumes to negotiate of around 200 kt report their
contract prices (without discounts) which they agreed in the quarterly individual negotiations to
publishing organisations like ICIS-LOR or CMAI. Other parties which also have to negotiate prices
either follow this price or deviate from it, and these facts are subsequently also reported and
published. After certain deals have been closed at the same price, this price is considered as the
accepted contract price for a certain quarter, and published by ICIS as the headline reference price
‘North Western European Contract Price (NWECP)’. In case no such reference price is widely
accepted, a weighted average is published as the headline quarter price. As a consequence, all other
contracts referring to this price without any further re-negotiations will be adjusted accordingly.

(37) On the basis of this pricing mechanism, influence on significant volumes of product does not only
have an impact on the individual contract, but has a broader impact on the general pricing level on
the ethylene market. Veba and Dea are the most important merchant sellers, and therefore already
play an important role in terms of volumes in the described price setting mechanism. This role is
particularly emphasised by the fact that Veba and Dea are the only suppliers that are not integrated
in products downstream of ethylene. Consequently, the prices they set are considered to be entirely
free from biasing interests in downstream markets and considerations of captive use, and driven only
by objective aspects of the ethylene market such as feedstock cost, the supply/demand balance,
margin trends, and so forth. Although the contracts of other suppliers have been reported in the past
as well, all market participants that answered to the Commission's questionnaires agreed that Veba
and Dea were the price setters in the ARG ethylene market, ensuring a supply/demand orientated
price finding widely accepted by the market.

(38) The parties argue that the role of Veba and DEA for the pricing mechanism and the functioning of
the market is widely overstated for the following reasons: DEA has only one supply contract with
one customer. It was partially integrated downstream of ethylene until April 2001, as was Veba until
1998, which did not influence their role as independent price settlers. Several other suppliers
contributed to the settling of the ICIS price in the past, and even parties not linked to the ARG+
pipeline can settle the ICIS prices. There are also other mechanisms that could replace the ICIS
reference.

(39) The Commission does not agree with those arguments. The situation of DEA's only customer is
addressed in detail below in recital 123. The degree of downstream integration of DEA and Veba was
limited in the past and therefore did not alter their perception as independent suppliers. DEA's main
ethylene derivatives plants were located outside the ARG+, and DEA did not even supply the
derivatives plants which it owned on the ARG+. Therefore, the total volume of its ethylene
production site on the ARG+ was destined for the merchant market even at the time when DEA had
some downstream activities. In addition, DEA's former captive use of ethylene accounted only for [a
small proportion] * of total production, the remaining […] * % were supplied to the merchant
market which also was the overall focus of its activities. As regards Veba, its proportion of former
captive use is estimated between 25 to 50 % of its production. The majority of the volume was
therefore also intended the open market. Furthermore, Veba divested all its downstream activities in
1998 and therefore has already been acting for a significant time as a wholly independent, pure
merchant seller on the market.
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(40) As regards the influence of other producers in the price-settling mechanism, market participants
submitted that over the last five years on less than 10 occasions the quarterly ICIS reference price
was based on other agreements than those involving DEA and Veba (mainly with CPO). It further
appears that suppliers outside the ARG+ never formed a basis for the ICIS reference price. This is due
to the fact that the ARG+ area is the only cluster with a sufficient number of producers and
customers of ethylene to allow for market interaction, whereas at most other production sites in
Western Europe there is one supplier and very few customers, inter-linked via pipelines and without
a choice in their contract partners. Although there might be other pricing schemes than the ICIS
reference, such as references to feedstock cost or margin sharing arrangements, these other mecha-
nisms are not such a close reflection of the ethylene market conditions, and therefore are less likely
to be applied by market participants.

(41) Third, there are formula based-contracts, which usually take into account the suppliers cost,
feedstock prices, cracker economies and downstream derivatives margins. There are no regular price
negotiations, as prices are the result of the objective data which is processed through the formula
calculation. This type of contract is mainly used in situations where formerly integrated production
sites belonging to one group were split and the derivative production unit downstream of ethylene
was sold to a third party. Of total volumes contracted on the merchant market, this type of contract
appears to account for [a small proportion] *.

2. COLLECTIVE DOMINANCE

(42) The Commission considers that following the proposed concentration and if the transaction between
Shell and DEA is implemented a collective dominance of the two new entities on the ARG+ market
for ethylene will arise. In former collective dominance cases, the Commission has referred to the
following elements to establish the existence or not of a collective dominant position (11): (i) supply
concentration; (ii) homogeneity of the product; (iii) symmetry of market shares; costs, and interests;
(iv) price transparency; (v) retaliation possibilities; (vi) high entry barriers and absence of potential
competition; and (vii) inelastic demand without countervailing buying power. However, this list is
neither binding, in particular not all of these elements have to be present to establish a collective
dominant position, nor exhaustive but merely serves to provide a set of useful indicators. In the light
of these factors the present case must be assessed as follows:

2.1. After the proposed mergers, Shell and BP will have together a market share of around [55 to
65] * %, and will not be exposed to comparably strong competitors

(43) The most obvious and important effect of the two transactions on competition in the ethylene
merchant market would be the disappearance of DEA and Veba as independent competitors and
non-integrated suppliers from the merchant market. The main consequence for the market structure
would be brought about by the loss of independence of the most important sellers to the merchant
market, which is particularly aggravated by the fact that the merged entities would not be able to
play DEA's and Veba's current role as independent price settlers in the ethylene market on the ARG+,
and that no other independent ethylene producer, without interests in downstream production,
would be left on the ARG+.

(11) See, for example, Case IV/M.1383 — Exxon/Mobil, 29.9.1999.
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Ethylene seller Market share in %

(44) After the proposed mergers, the market shares of the ethylene sellers on the ARG+ would be as
follows:

Table 2

Market shares post merger

BP/Veba [25-35] *

Shell/DEA [25-35] *

BASF [10-20] *

Exxon [5-15] *

Atofina [5-15] *

(45) Shell and BP would have arithmetically a combined market share of [55 to 65] * % (Shell/DEA [25 to
35] * % and BP/Veba [25 to 35] * %). The situation would not change considerably if, in a post-
merger scenario, BP's further net demand were to be balanced against Veba's surplus as outcome of a
net calculation. In such a scenario (also if the merchant market volume is reduced by BP's net deficit)
the two entities would have a combined market share of [55 to 65] * % (Shell/DEA [25 to 35] * %
and BP/Veba [25 to 35] * %). Applying the net calculation directly to the immediate future amounts
to a very conservative presentation of the BP/Veba market position as Veba's market sales will not
immediately decrease once the merger has been completed, as is also the case with Erdölchemie.

(46) The increase in market share also corresponds to an increase in market power of Shell/DEA and
BP/Veba as a result of the two transactions. Since currently the ethylene production of DEA and
Veba is entirely designated to be sold on the merchant market, the market shares would also
correspond to the respective market power of the combined Shell/DEA and BP/E.ON in the merchant
market. The increase in market power may even go beyond the mere gain of market shares since
DEA and Veba have been of particular importance for the market in their role as ethylene producers
without downstream interests and independent price settlers. The transactions would therefore not
only lead to pure formal changes in market share figures, but would considerably affect the market
structure in substantive terms.

(47) The capacity share for the ethylene production in the ARG+ area of the two new entities would be
[10 to 20] * % for Shell/DEA (with a capacity of [1 300 to 1 500] * ktpa) and approximately [15 to
25] * % for BP/Veba (with a capacity of [1 800 to 2 000] * ktpa). Other producers' shares would be
BASF with [10 to 20] * %, Atofina with [5 to 15] * %, and Exxon with [2 to 7] * %. The two new
entities would be the two biggest producers of ethylene along the ARG+.

(48) Beside the two new entities, only the following three net ethylene sellers on the ARG+ would be left:
BASF, Atofina and Exxon. According to the Commission's market investigation, DOW is not a seller
of ethylene on the ARG+. All these ethylene suppliers are, in the same way as the combined entities,
though not necessarily as regards the same products, vertically integrated downstream and share
similar incentives with regard to the supply of ethylene to customers with whom all these companies
compete downstream on the market for ethylene derivatives.
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(49) The parties argue that, on the basis of the Commission's market share calculation, the BP/E.ON
transaction does not result in any horizontal overlap and thus does not increase the two partners
combined market power. However, first it has to be noted that although according to net figures,
there is no horizontal overlap, BP (mainly through Erdölchemie) is an active seller on the market,
and thus the sales activities of the two entities BP and Veba are combined, resulting in an increase in
overall sales, flexibility and market intelligence which is of competitive relevance. Second, the
transaction will combine the production capacity of the two players, resulting in the biggest
production unit of ethylene on the ARG. Again, this considerably strengthens the new entities'
power in the ethylene market and therefore is of significant relevance for the competitive assessment.
Finally, to adequately assess the competitive impact on both mergers, their impact on the overall
structure of the supply situation on the ARG market has to be taken into account. Both mergers lead
to the disappearance of the only independent sellers on the merchant market for ethylene via the
integration of Veba and DEA in fully vertically integrated international companies with strong
interests in downstream derivatives market. It is this structural change, to which the combination of
BP and Veba contributes in equal terms, which leads to a competitive situation in the market
ultimately resulting in the creation of collective dominance.

(50) The next strongest competitor would be BASF whose market share is considerably smaller ([10 to
20] * % for the year 2000). A very strong structural link between BASF and Shell lies in the JV Basell
to which BASF and Shell have contributed all their interests in Polypropylene and Polyethylene. The
joint ownership of Basell gives BASF the incentive not to support the downstream polyethylene
competitors by economically priced ethylene supply (as outlined for Shell below at point 74) and
thereby reduces its incentives to compete fiercely via price decreases with Shell and BP in the
ethylene market on the ARG+. Furthermore, BASF is also active in other downstream markets, such
as ethylene oxide/monoethylene glycol. Thereby the same incentives arise not to compete with the
two new entities on the upstream market for ethylene as discussed for Shell and BP below (recital
74). It can be thus be expected that BASF will follow the two new market leaders rather than play
the role of a maverick.

(51) In addition, whereas the merged entities would be active also in the upstream business BASF lacks
the vertical integration upstream into refineries and the ready naphtha supply for its steam crackers
from own sources. The parties submitted that this does not lead to a decisive disadvantage as
naphtha is readily available on the market. However, although this may be the case for the supply of
BASF's crackers in Antwerp, the situation appears to be different for the Ludwigshafen crackers. The
cost disadvantage does not only refer to the necessary shipping of naphtha to these crackers, but
BASF is dependent for a certain amount of naphtha on the supply via the Rhein-Main Rohrleitungs-
transport pipeline (RMR), a multi-product pipeline leading from the Amsterdam-Rotterdam-Antwerp
ARA region to the Frankfurt/Ludwigshafen area in Germany […] *. For transport via the RMR
pipeline BASF is dependent on the shareholders of the pipeline company namely BP, Veba and in
particular Shell. These factors very much limit BASF's possibility and incentives to exercise pressure
on the two merged entities in the ethylene market on the ARG+.

(52) Post-merger, Atofina's market share would reach [5 to 15] * %. This limited share of the merchant
market as well as Atofina's lack of […] * do not give Atofina sufficient market power to increase
competitive pressure on the two merged entities, and its incentives to vigorously compete with BP
and Shell are limited by its extensive downstream interests.

(53) Exxon's ethylene production capacity in the ARG+ is limited to its minority 35 % share in the Fina
Olefins Antwerp (FAO) joint venture in Antwerp. Its market sales to third parties are largely
dependent on its imports and its market share, being [5 to 15] * %, is much smaller than those of the
merged entities. The capacity of the FAO joint venture has been [highly] * exploited in the year 2000
and according to the Commission's market investigation there are indications that Exxon is […] *. In
addition, its incentives to supply the ethylene derivatives producers with economically priced
ethylene is also restricted by its own large production of ethylene derivatives. Hence, Exxon is also
likely follow the two market leaders' strategy, and is not able to provide for sufficient competitive
pressure on the parties to the two transactions, nor does it have any incentive to do so.
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2.2. The two new market leaders have a privileged position in essential infrastructure

2.2.1. BP/Veba will have privileged access to the ARG pipeline and a strong influence over
the ARG company structure

(54) The importance of the ARG pipeline as the only economic means of transport for ethylene in the
area has been outlined already above (recitals 16, 17). In the ARG area, ethylene is not transported
via any other means. Therefore, availability of product and competition between the different
suppliers connected to this pipeline for the supply of customers very much relies on access to this
pipeline at competitive conditions. Ethylene suppliers are mainly located at the Western and Eastern
end of the pipeline system. Without the economic possibility to transport product over the ARG
pipeline, the ability and incentive for those producers to compete for contracts along the whole of
the ARG will be restricted, thus limiting customers' choice and their ability to achieve competitive
ethylene prices. This also applies to the competitive force of imports. All import terminals which
allow for ethylene imports via deep sea ships are located at the North Sea coast. Consequently,
especially for customers located at the Eastern part of the ARG, imports are not readily accessible
and cannot be used as a constraint to ARG-suppliers without the availability of the ARG transport
pipeline at low prices.

(55) The position of the merged entity BP/Veba Oel on the ARG ethylene market will be supported by the
increased share it will hold in the Aethylen-Rohrleitungs-Gesellschaft mbH & Co. KG (ARG
company), the company owning the core ARG pipeline network. The current holding of the share
capital in the ARG company is as follows:

Table 3

ARG ownership

BP (including Erdölchemie) 33,33 %

Veba (E.ON) 16,66 %

Degussa (E.ON) 16,66 %

Bayer 16,66 %

DSM 16,66 %

(56) BP/Veba as a shareholder in the ARG company […] *.

(57) Moreover, BP/Veba will have significant influence over the ARG company policy and in particular
[…] * through its combined capital share. According to the articles of association, unanimity is
required for decisions of crucial importance such as […] *. A [special majority] * is required for
[strategic decisions] *.

(58) Post merger, the combined BP/Veba alone will hold 50 % of the capital, meaning it will be able to
block all decisions requiring a [special majority] *. It would be therefore in a position to block, in
particular, […] *. BP/Veba would therefore be able to exercise a significant influence over [strategic
decisions] *.
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(59) Furthermore, until July 2001 there were three managing directors appointed one each by the
shareholders DSM, Veba and Erdölchemie (BP). This situation will be changed officially by the end of
2001 towards a system of one managing director who is recruited from the outside, and not directly
appointed by individual shareholders. There are already respective subcommittee resolutions, and the
shareholders are expected to agree on the new concept by the end of this year. In preliminary
execution of this change, since July 2001 there has been only one acting managing director for the
ARG company. […] * With its blocking vote, BP/Veba will be in a position to [influence the
appointment of a managing director] *.

(60) The parties argue that prior to the combination of BP and Veba, BP held a blocking minority with
regard to decisions requiring a [special majority] *, and that the transaction would therefore not
bring about any substantial change with regard to the ARG.The merger will completely change BP's
interests in the use of the pipeline and in exercising the rights conferred by its shareholding in the
pipeline company. BP currently is a net ethylene buyer on the ARG+ and has an interest in opening
third party producers' access to the ARG to guarantee ready supply of ethylene. It formed a
counterbalance to E.ON, which controlled the shares of Veba, the strongest net seller, and Degussa,
in any strategy the E.ON group was to adopt in the ARG company. BP itself, on the other hand, was
exposed to the E.ON block of comparable strength, which it had to consider in any strategy for the
ARG company. After the merger the combined BP/Veba will become the strongest seller of ethylene
on the ARG+. It will therefore be no longer interested in supporting and defending the interests of
ethylene buyers in the ARG pipeline company, namely open access at low prices for suppliers and
consumers. In particular, BP/Veba could use its share in the company conferring a blocking vote to
[…] *. Moreover, BP/Veba will be the only shareholder with a blocking capacity, and it will not be
counterbalanced by any other equally strong shareholder. This puts the new entity in a position of
particular strength.

(61) It can therefore be concluded that BP/Veba will have […] * and significant influence over the ARG
pipeline which is the essential infrastructure of the present ethylene market.

(62) BP/Veba's position in infrastructure will further be strengthened by the ownership of or influence on
extension pipelines. Veba owns the pipeline which links certain ethylene consumers [at a site in the
Rhine/Ruhr area] * with the ARG pipeline via Veba's cracker in Gelsenkirchen (12). The supply of
these consumers, who account for a considerable amount of total merchant market sales, is fully
dependent on the access to this pipeline. As none of the consumers linked via this pipeline are
vertically integrated, they entirely depend on supplies from third parties on the open market. Any
supply by Veba's competitors would need the consent of Veba for the use of the pipeline. This gives
Veba considerable control over the choice of suppliers for these consumers and the competitive
pressure alternative suppliers could exercise.

2.2.2. Shell/DEA will have privileged access to import infrastructure and control over impor-
tant pipeline links

(63) Due to extremely high investment costs, market participants agreed that the entry of a completely
new supplier on the ARG ethylene market based on a new cracker has to be excluded for the short
and medium term. Additional capacity can only be expected from the de-bottlenecking of existing
producers' facilities, which will not introduce a new independent competitive force on the market.
Therefore, imports are the only additional independent source of ethylene supplies which could
constrain the current suppliers' position on the market. Imports of ethylene can only be fed onto the
ARG via the existing import terminals. These can thus be considered as a bottleneck control which
confers a considerable influence over competition on the ARG+ ethylene market.

(12) The pipeline is actually owned by Ruhr Oel GmbH (ROG), a 50/50 joint venture between Veba and the Vene-
zuelan oil company PdVSA. […]*.
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(64) Shell currently owns one of the five import terminals for ethylene connected to the ARG (13), which
will significantly support Shell/DEA's strong position on the market. First, it enables Shell/DEA to
import additional volumes into the ARG and therefore to react flexibly to supply/demand imbalances
resulting from cracker downtimes or demand fluctuation. Shell/DEA will be able to closely follow
market movements by still constantly maintaining high utilisation rates for their crackers, which is of
an essential importance for the economic production of ethylene. This flexibility also allows
Shell/DEA to bring additional volumes on the market even in times of full capacity rates at the ARG
production sites.

(65) Second, via the terminal ownership Shell/DEA will control the access of third party ethylene
consumers to this terminal and therefore their ability to access competitive ethylene sources from
outside the ARG area. Through the capacity provided for third party throughput and the respective
terminalling fees and terms, Shell/DEA will be able to influence to a large extent the volumes
available for third parties through imports and the terms and conditions under which these imports
can be operated, thereby being able to make imports at least uneconomic due to high terminalling
fees and capacity limitations.

(66) It has been argued that its terminal ownership does not mean that Shell/DEA enjoys a privileged
position. The Shell terminal is only one of five import terminals linked to the ARG, resulting in
ample alternatives for third parties requiring import capacity. There is enough spare capacity at
Shell's terminal today which is not used for Shell's own needs and which is made available for third
parties at competitive terms.

(67) However, although there are other import terminals, all these terminals are owned by ethylene
producers, that is to say, there are no independent terminal and storage providers without their own
interests in ethylene production and distribution. Therefore, all terminal owners share the same
interests with regard to their own ethylene activities and do not have greater interest in providing
import capacity to third party competitors. In particular, it appears that Exxon's own terminal is fully
utilised by Exxon itself as the largest importer of ethylene volumes so that terminal access for third
parties is limited to the other four terminals. Furthermore, although Shell today allows third party
access to its terminal, the respective amounts are very limited. Third party imports via Moerdijk
accounted for only [10 to 80] * kt in 2000 (a peak year due to cracker downtimes on the ARG) and
[5 to 75] * kt in 1999. The volumes imported by Shell in the same period are [several] * times
higher. The limited capacity available for third parties is also due to the fact that the terminal owner
will reserve a large margin of manoeuvre in the terminals capacity for its own needs to fully enjoy
the flexibility described above (recital 15). For example, in 2000, Shell increased its own imports via
Moerdijk by [a large degree] * due to increased outside requirements as its cracker at Moerdijk was
down for expansion works. It can therefore be concluded that the ownership of an import terminal
is an important asset for an ethylene producer on the ARG which significantly enhances its
competitive power on the ARG.

(68) In addition, Shell owns a pipeline link between the core ARG pipeline, its cracker and sea terminal at
Moerdijk and sites near Rotterdam. The port authority of Rotterdam plans to connect Rotterdam to
the core ARG-pipeline on the basis of […] *, which will enhance Shell/DEA's market intelligence and
influence in the ethylene market. In the other direction, this pipeline gives Shell access to the
Antwerp area with its numerous ethylene consumers without having to use the core ARG.

2.3. Ethylene is a homogeneous product without significant innovation on a mature market

(69) The ethylene transported on the ARG pipeline is subject to a common binding specification and
therefore there are no quality differences between the different suppliers. There have been no major
research and development advances over the last 20 years.

(13) The others are owned by Exxon, FAO (a 65/35 JV between Atofina and Exxon), BASF and Dow.
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(70) The parties argue that the market for ethylene is lacking homogeneity as although the product itself
is homogenous, the different contracts are not. These contracts in their view differ significantly in
terms of volumes, duration and pricing mechanism thus not allowing for any coordinated behaviour
in that respect. However, it firstly has to be noted that due to the importance of pipelines as the only
means for transporting ethylene, the terms of distribution are similar […] *. Secondly, differences in
contracted volume and duration do not appear to constitute a considerable difference which would
exclude tacit coordination. The same applies to the differences in pricing schemes. The vast majority
of ethylene supply contracts refer to a quarterly contract price or directly to the respective published
reference price, subject to a discount within a limited range. Differences might be observed with
regard to pricing schemes based on cracker economics, margin sharing or other cost-related
formulae. However, these contracts are of a limited importance in relation to the overall merchant
sales on the ARG market. Moreover, it might be anticipated that at the expiry of contracts of this
type, the pricing scheme, which reflects the disintegration of formerly intra-group activities, may be
changed to one of the other two contract types. In addition, formula-based contracts are not
disconnected from market pricing, as they allow for negotiated discounts from the prices resulting
from the formula and in some cases contain references to published prices as maxima or minima
(also see recital 41).

(71) The market for ethylene is mature, with growth rates linked to the GDP and an estimated basic
growth trend of 2,5 %.

2.4. There is a strong similarity between Shell and BP in terms of market shares, capacity and
costs

(72) The merged entities BP/Veba and Shell/DEA will have very similar market shares in the range of [25
to 35] * % each. After the transactions the company structures of the two entities will be aligned as
both are vertically integrated upstream into raw material supply as well as downstream into ethylene
derivatives. They are also the ethylene producers who dispose of the largest cracker capacities in the
ARG+ catchment area. Even if the size of their crackers is not identical, their overall capacities are
similar ([1 300 to 1 500] * and [1 800-2 000] * kt respectively) and they have the two biggest
production capacities linked to the ARG+. These similarities in company and production structure
will lead to a similarity of the respective cost structures of their businesses in the ARG+ area.

(73) The parties argue that there is no symmetry in costs, as the production costs vary significantly from
cracker to cracker, and transportation costs vary from supplier to supplier and customer to
customer, based on their relative location. However, although the efficiency and as a result the
production costs of different crackers, in particular of different capacity, might vary; the overall range
of variation is limited. According to industry consultants, the maximum difference in production
costs between the most and least economic plant is less than 25 %. […] *. Furthermore, it has to be
considered that in terms of size, Shell/DEA's crackers are on the extreme points of the possible range
(one cracker of […] * kt and two relatively small crackers of […] *, whereas BP/Veba will have a
homogeneous set of four crackers of approximately […] *. Consequently, as production cost is
strongly related to the capacity size of the cracker, it can be assumed that the overall, average
production cost of both entities will be in a sufficiently similar range. In addition, the smaller-scale
crackers of DEA, BP and Veba respectively are located at the same site and therefore allow for
combined economies of scale with regard to raw material supplies and logistics. Finally, the fact that
transportation costs might differ for any given supplier-customer combination is a general feature of
the majority of markets where physical products are delivered. There is no indication that either of
the two new entities would be in a fundamentally different position as regards transport costs in
relation to the other entity. The advantage of BP/Veba in terms of lower costs and preferred access to
the pipeline by virtue of its shareholding in the ARG company is balanced by the fact that Shell/DEA
after the merger will dispose of production sites at both ends of the ARG and therefore has a certain
ability to avoid long distance transports over the ARG.
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2.5. Both groups are vertically integrated in a similar way and therefore have similar interests
with respect to the upstream market for ethylene

(74) Ethylene is a basic raw material for a number of downstream products. BP and Shell are, contrary to
the current situation of DEA and Veba, vertically integrated downstream into ethylene derivatives, as
would be the remaining ethylene suppliers post merger. Due to their vertical integration the
combined entities Shell/DEA and BP/Veba will share similar incentives with respect to ethylene sales
to ethylene derivatives producers, in particular to those downstream producers which do not have
their own ethylene supply or do so only in part. Such sales may give the parties to the transactions
incentives to increase ethylene prices in order to reduce the competitiveness of competitors in
ethylene derivatives. Since, most of the price formulas laid down in ethylene supply contracts are
linked to published reference prices, such a price increase would not only relate to the direct contract
partners of the merged entities but could translate into higher market prices in general. In addition,
the published reference price NWECP, exclusively set on the ARG+, also applies to ethylene sales
outside the ARG+ area. An increase of the ethylene price on the ARG+ can therefore translate into a
price increase outside the ARG+.

(75) The similarity of the two merged entities' incentives does not imply that they necessarily have to be
active in the same downstream products. Such incentives are already provided by the fact that they
are active in some of the same downstream markets as the ethylene customers and derivative
producers linked to the ARG+, partly also direct ethylene customers of the parties to the two
transactions. Such incentives can, in particular, be shown with respect to (the different forms of)
polyethylene, ethylene oxide/its derivatives, and ethanol.

2.5.1. Polyethylene

(76) Around 55 % of the ethylene produced within the ARG+ network is used for the production of the
different types of polyethylene (approximately 9 % are used for low-densitiy polyethylene (LDPE),
approximately 23 % for linear low density polyethylene (LLDPE), and approximately 23 % for high
density polyethylene (HDPE)). 42 % of the Western European LDPE capacity, approximately 34 % of
the LLDPE capacity and approximately 46 % of the HDPE capacity are based on the ARG+. The
ethylene costs amount to 67 % of the price of HDPE.

(77) In previous decisions the Commission (14) defined the market as (1) HDPE individually, and either (2)
C4 LLDPE, C6 LLDPE and LDPE together or (3) C4 LLDPE and C6 LLDPE together and (4) LDPE
individually. In order to assess the incentives of the parties to the transactions with regard to the
ethylene supply it is sufficient to limit the analysis to the three main families of PE: LDPE, HDPE and
LLDPE (defined as C4 LLDPE and C6 LLDPE).

(78) Shell is active in the polyethylene market via its joint venture Basell which Shell jointly controls with
BASF. Basell is active in LDPE, HDPE and LLDPE, producing these petrochemicals partly in its
different production sites linked to the ARG catchment area, partly outside the ARG area, mainly in
Western Europe. Basell's market shares of the Western European PE market are in the range of [15 to
25] * % for LDPE, LLDPE and HDPE.

(79) BP is also active in all three types of PE in Western Europe. Its market shares are [between 5 to
15] * % for LDPE and [10 to 20] * % for LLDPE. After the recent combination of BP's and Solvay's
HDPE production and marketing businesses in Europe (15), becomes effective, BP's market share
(including the JV) in HDPE will have [approximately doubled] * in a Western European market.

(14) See Case COMP/M.1671 — DOW Chemical/Union Carbide (OJ L 245, 14.9.2001, p. 1).
(15) Case COMP/M.2299 — BP Chemicals/Solvay/HDPE JV, 29.10.2001.
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(80) Producers of polyethylene downstream linked to the ARG+ and belonging to the group of ethylene
net buyers are in particular Borealis (which is not vertically integrated in ethylene production in the
ARG+) and DSM (which has to source ethylene to a considerable extent from third parties on the
ARG+ and whose production sites are directly supplied by parties to the transactions). Borealis has
Western European market shares of approximately [10 to 20] * % for LDPE, around [2 to 8] * % for
LLDPE and [10 to 20] * % for HDPE. Parts of these volumes are produced in Borealis' PE plant linked
to the ARG+. DSM's market shares are between [10 to 20] * % for LDPE, LLDPE and HDPE,
respectively. DSM is vertically integrated only as regards its plant in Geleen, whereas its PE
production site in Germany, producing LLDPE and HDPE, is supplied with considerable volumes of
ethylene from the merchant market. A further PE producer linked to the ARG+ and not vertically
integrated in the ARG+ area is Polimeri with a production site in Oberhausen.

(81) These companies would therefore be in direct competition with the PE businesses of Shell and BP, on
the one hand, and would be dependent on ethylene supply from the ARG+ on the other, either as
non-vertically integrated companies upstream into ethylene or net ethylene buyers on the ARG+.
These downstream competitors are [inter alia, supplied by parties to the transactions] *. With regard
to these companies the said entities would share the incentives not to support their direct down-
stream competitors by the supply of economically priced ethylene. The interests of the combined
entities are already now rather similar even if Shell's position (via Basell) currently is slightly stronger
than BP's position in the markets for the different forms of PE in general. The similarity in market
shares and structure has been very much reinforced by the Solvay/BP Chemicals/HDPE JV as this will
lead to nearly identical market shares of Shell and BP in the field of HDPE. The contribution of
Solvay's HDPE plant in the ARG+ to the JV may be seen as a consequence of the lack of upstream
integration into ethylene in a market which is already now rather concentrated.

(82) The strong position of the parties to the transactions with regard to the supply of ethylene to
downstream PE competitors is strengthened by BP's and Shell's position in linear alpha olefins
(LAOs). LAOs, a further ethylene downstream product for which 3 % of the ethylene produced on
the ARG+ is used, are a necessary co-polymer for the production of (HDPE). BP and Shell are the
only producers of LAOs in Western Europe, having market shares between 30 % and 40 % for the
year 2000 if the market is considered to be Western European-wide in scope (the remaining share
relates to imports). The strong position in this field gives BP and Shell a further advantage over the
downstream HDPE competitors and reinforces the similarity of the incentives as regards the ethylene
supply in the ARG+.

2.5.2. Ethylene oxide/Ethylene oxide derivatives

(83) Ethylene oxide (EO) is a highly reactive ethylene downstream product, produced by the catalytic
oxidation of ethylene at elevated temperature and pressure. 15 % of the ethylene produced on the
ARG+ is employed for the production of EO, 73 % of the Western European EO/EO derivatives
capacity is linked to the ARG+. Ethylene cost as a percentage of the total EO cost amount to
approximately 70 %. After BASF which is not active on the merchant market, BP with a capacity of
[400 to 500] * kt, including Erdölchemie and Shell with a capacity of [300 to 400] * kt are the
largest producer of EO in Western Europe. EO is mainly used to produce ethylene glycol (EG),
comprising mono-ethylene glycol (MEG) (ethylene cost amounting to approximately 63 % of the
total production cost) and the by-products di-ethylene glycol and tri-ethylene glycol. Other EO
derivatives are ethoxylates, ethanolamines, glycol ethers and akoxylates (ethylene cost amounting to
approximately 63 % of the total production cost). There is also — compared to total capacity
approximately 2,600 kt in Western Europe — a relatively small merchant market for sales of EO in
Western Europe of [less than 1000] * kt.
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(84) Shell's and BP's market shares in the Western European EO merchant market are [25 to 35] * %
(Shell) and [40 to 50] * % (BP, including Erdölchemie). The next competitors in the EO merchant
market are Ineos and Sasol with market shares in the range of [5 to 15] * %. Both undertakings
produce the EO in plants linked to the ARG+ and, hence, are direct competitors of Shell and BP and
dependent on ethylene supply within the ARG+ network.

(85) Shell/DEA and BP/Veba are also active in the production of MEG, as the most important EO
downstream product. According to the Commission's market investigation their market shares each
lie between approximately [5 to 15] * % on a Western European merchant market for MEG and they
directly compete with Ineos (having a market share of around [15 to 25] * %), producing MEG in a
plant in the ARG+ area and being, inter alia, supplied by parties to the transactions. The same
situation applies to di-ethylene glycol and tri-ethylene glycol as all producers of MEG produce and
sell these petrochemicals as bi-products.

(86) According to the Commission's investigation Shell and BP are active in further markets for EO
derivatives and compete there with non-integrated ethylene consumers linked to the ARG. This is the
case, for example, for the sale of forms of akoxylates by which they compete with Ineos and Sasol
which have linked their correspondent production sites to the ARG+.

2.5.3. Ethanol

(87) The proportion of the ethylene production on the ARG+ used for ethanol, a further product
downstream to ethylene, is somewhat lower compared to PE and EO. BP is active in the production
of ethanol, having a market share of around [35 to 45] * % of synthetic ethanol in a Western
European market, the next competitor is Sasol which has a market share of around [15 to 25] * %
produces synthetic ethanol in a plant linked to the ARG+. The structural situation and the corre-
sponding incentives would not change if, as submitted by the parties, agricultural ethanol were to be
included in a general ethanol market. In these circumstances, BP's market share would be around [10
to 20] * %.

2.5.4. Similar degree of vertical integration/similar incentives: arguments of the parties,
conclusions

(88) The parties submit that the vertical integration arising from the mergers does not create incentives to
raise the ethylene prices to the detriment of downstream competitors. According to the parties, the
incentives and the ability, successfully to raise rivals costs' by raising the price of a necessary input
depend on two conditions: (i) sufficient market power upstream, and (ii) an appreciable market share
shift to their downstream divisions by raising the costs of downstream non-integrated competitors.
Furthermore, according to the parties the share shift in the downstream markets must lead to the
gaining or strengthening of market power in the downstream derivatives market, so that prices can
be raised in those markets. According to the parties, there are no appreciable incentives to raise
downstream competitors' costs as the benefit for Shell/DEA and BP/Veba would be very small since
such incentives arise only for downstream markets in which they themselves are active and with
regard to volumes which are supplied to the ARG+ merchant market.

(89) First, it should be clarified that the Commission has not analysed whether the parties will, after the
merger, achieve a dominant position in the downstream markets which would enable them to raise
prices in the ethylene derivatives markets. The analysis of the collective dominance of the two
entities in the ethylene market refers to the alignment of the merged entities' incentives in the
(upstream) market for ethylene, which arises from their activities in the ethylene derivatives market.
This incentive does not necessarily imply that the merged entities will be able to raise prices in the
downstream markets. Such incentives already derive from the possibility to carry out a strategy to
reduce the competitiveness of the competitors in ethylene derivatives by increasing their ethylene
supply costs, thus squeezing their margins.



EN Official Journal of the European Communities12.10.2002 L 276/49

(90) Second, the ARG+ accounts for 42 % of the ethylene production capacity in Western Europe and,
accordingly, for a major part of the ethylene derivatives production capacity in Western Europe.
Downstream competitors of the merged entities which are not vertically integrated into ethylene on
the ARG+ account for considerable market shares in the ethylene derivatives markets. The parties
submit that only the share of the ethylene merchant market which is used for the production of the
respective downstream product, not the total volume of ethylene used on the ARG+ for the
respective downstream product (including captive volumes) may be taken into account. Even if this
methodology is followed, the merged entities will nevertheless share the incentive to reduce the
competitiveness of their downstream competitors. According to the figures presented by the parties,
[35 to 40] * % of the ethylene sold on the ARG+ merchant market is used for the production of PE
([20 to 25] * % for HDPE, [10 to 15] * % for LDPE and [5 to 10] * % for LLDPE), further [10 to
15] * % are used for the production of ethylene oxide, and [0 to 5] * % are used for synthetic
ethanol. Since more than [50] * % of the total merchant market volume for ethylene is used for
products in markets where the parties hold considerable market shares, the merged entities have
incentives to reduce the competitiveness of those downstream competitors which depend on
ethylene supply from the merchant market. The production facilities of these competitors on the
ARG+ for which the merchant ethylene is used also represent non-negligible capacity shares even on
a Western European basis. According to the figures submitted by the parties, those production
facilities account for Western European capacity shares between [5 to 15] * % for the different forms
of PE (LDPE, HDPE and LLDPE), for a capacity share of [15 to 20] * % for ethylene oxide (including
the volumes used captively for ethylene oxide derivatives), and for a capacity share of [20 to 25] * %
for synthetic ethanol (for the respective market shares for the products on a Western European
market see above recitals 76 to 78). Hence, even according to the methodology proposed by the
parties, the new entities are in a position where it would be both feasible and plausible to exert
pressure on their competitors downstream in order to reduce their ability to compete actively.

(91) The fact that the situation seems to be different with regard to further products such as ethylene
dichloride/VCM does not alter the conclusion that BP and Shell are too vertically integrated to a
similar degree and share similar incentives with regard to the supply of ethylene producers on the
ARG+.

(92) In conclusion, it has been shown for several of the ethylene downstream products that due to the
similar degree of vertical integration of Shell and BP the combined entities would share similar
incentives with regard to the supply of ethylene in the ARG+ area. A comparison of the parties'
market shares and those of their respective competitors' demonstrates that the new entities would be
in a position where it would be both plausible and feasible to exercise competitive pressure on their
competitors downstream in order to weaken their competitive potential and to gain additional
market share on a long term basis. Furthermore, such pressure would have a high probability of
success.

2.6. The competitive situation on the downstream markets for ethylene derivatives does not limit
the two entities ability for joint pricing strategy

(93) The parties have submitted that there is a limit to the potential increase in ethylene prices on the
ARG+ as most of the ethylene derivatives markets may be considered as Western European-wide in
scope, some of them even as global. For this reason, the producers of ethylene derivatives linked to
the ARG+ will not be able to pass the increased raw material costs on to their customers since they
are exposed to competition from producers having their production site outside the ARG+ and in
particular from imports into Western Europe. The parties submitted that this, in turn, would limit
the potential for an increase of ethylene prices in the ARG+ by ethylene producers.
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(94) According to the Commission's market investigation, it may be the case that the producers of
ethylene derivatives in certain market situations will not be able to pass the increased raw material
cost on to their customers due to the competition which they face from producers located outside
the ARG+ and imports of the ethylene downstream product. However, such a limit for the increase
of ethylene prices does not change the general incentives of the merged entities as, even if the
ethylene prices cannot be increased above a certain limit, the merged parties would share the
incentives to increase prices up to this limit, gain the profits of the downstream derivatives producers
and reduce their competitiveness compared to their own ethylene derivative units.

2.7. Competition between the two new entities risks to lapse on the basis of a tacit allocation of
contracts

(95) In light of the contractual and geographical situation on the ARG ethylene market, there is a clear
and easy-to-handle mechanism at the two new entities disposal to tacitly divide the market among
them according to two closely related criteria: (i) continuity in long term contracts, and (ii)
geographical proximity.

(96) The vast majority of ethylene supplies are based on long-term contracts, spot sales do not play any
role in this market. As explained in more detail below (recitals 102 to 105), there is a high market
transparency in terms of the parties to individual contracts and the volumes and reference prices
involved. The ethylene production capacity is published in journals as CMAI, the volumes and the
corresponding ethylene need of the respective derivative plants are known, and the owners of the
infrastructure may also learn about actual throughput to individual customers.

(97) The Commission's market investigation has revealed that transport costs on the core ARG are a
non-negligible factor. Therefore, contracts are primarily entered into by those ethylene producers and
consumers which are located close to each other. This close relationship is often supported by the
transport of the supplied quantities via privately/producer-owned extensions of the ARG pipeline in
order to economise on transportation costs arising from the use of the core ARG. This allocation of
customer supply contracts among the producers based on the proximity of the buyer to the own
ethylene production site can also be applied to new customers. Such a strategy will significantly
facilitated by the market structure post mergers. Whereas until now buyers in the Gelsenkirchen/
Cologne area usually dual-sourced their supply from Veba (having a cracker in Gelsenkirchen) and
BP (with Erdölchemie's cracker in Cologne), after the merger BP/Veba will control the total supply of
those customers, supplying them partly by pipelines owned or under control of the merged entity.
DEA, on the other hand, mainly supplies the Wesseling area and plants further to the south of
Germany being directly linked to their Wesseling production site by extension pipeline, whereas
Shell has natural access to consumption sites located in Rotterdam from its ethylene cracker and sea
terminal in Moerdijk.

(98) For the avoidance of doubt, the Commission rejects the argument that the situation post merger
would not differ from the current situation.

(99) Indeed, the fact that competition for certain customers is already limited for geographical and
duration reasons does not mean that this situation will not be worsened. There is currently a certain
degree of competition for contracts over the whole of the ARG, and also long-term contracts do
actually change hands. […] *. Several parties and third parties stated at the hearing that they consider
suppliers/customers in the whole ARG area, and not only those closely located to their sites. In
addition, third parties like BASF indicated a significant number of contracts which they won or lost
over the past years. It is true that Shell's and DEA's production sites are located at the ends of the
ARG area. However, this does not mean that, after termination of DEA's CPO contract, they would
not become competitors for contracts all over the ARG+. Furthermore, the possibility of swaps
currently also enables suppliers to reach customers further away without incurring significant
transport costs. Therefore, there is currently still a considerable degree of competition for expiring
and new contracts throughout the ARG which could and would be eliminated.
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(100) Besides and in addition to the tacit allocation of contracts, which affects the competition for new
contracts it has to be expected that there will also be a tacit alignment of the duopolist's behaviour as
regards the quarterly contract price negotiations with their current customers. Due to the similarity
of incentives not to enhance downstream competitors' potential through cheap supplies of ethylene,
any initiatives to lower prices, in order to keep the nominated volumes at the upper end of the
possible ranges, will become unlikely after the merger.

(101) It is therefore likely that the market will be tacitly shared on the basis of the mechanisms described
above.

2.8. The ethylene market is sufficiently transparent to allow for coordination between the two
new market leaders

(102) The parties argue that there is no sufficient transparency in the market. Although the vast majority
of contracts contain a reference to the published ICIS quarterly contract price, the actual prices paid
are secret as the individual discounts from the basic contract price are not disclosed.

(103) The Commission nevertheless takes the view that the ethylene market on the ARG+ is sufficiently
transparent to allow for tacit coordination and the lapse of competition between the two new
market leaders. Although the exact terms of individual contracts are not openly accessible, there is a
high degree of transparency with regard to price trends and contract participants. The Commission's
concerns mainly relate to the fear that the two new entities will not actively compete for the other's
current customers, which are mainly linked by long term contracts, and therefore engage in a
market-sharing based on continuity and geographic proximity. For this kind of tacit market-sharing,
no individually detailed contract data and transparency is necessary. It was confirmed by several third
parties that due to the very limited number of players in the market, the published data together with
general market intelligence make it possible to determine whether contracts changed the supplier
and who won them.

(104) The same holds true with regard to the lapse of any downward price initiatives in the quarterly price
negotiations. Price reporting agencies publish reference prices for spot and longer term sales on a
quarterly to weekly basis. These prices closely reflect the result of individual negotiations and apply
to the majority of the contracts. Furthermore, for example ICIS-LOR, in its weekly market overviews,
reports individual negotiations that allow experienced market players, due to the high concentration
of the merchant market and the limited number of participants, to identify even the individual
parties to a contract. In ICIS-LOR's reports of last year, the following passages have been published:
‘A major German producer agreed a price of EUR 705, an increase of + EUR 20/metric tonnes over
Q3 (16), with a major German consumer. The contracts represent large volumes and involve tradi-
tional price settlers.’ ‘Additional support was registered this week for the Q2 contract price agreed
initially last week between a German producer and Benelux/Med consumer at EUR 640 FD’, ‘news
came late today of an agreement in Germany between several major players for a Q1 price decrease
of EUR 40/metric tonnes to EUR 665 FD’, ‘a German producer indicated that it had offered a
EUR 30/metric tonnes decrease to all its customers, though by late Friday, these had failed to
respond favourably’. Market participants declared that this information can easily be interpreted in a
way that reveals the parties to the contract in question. In the light of this type of information
available through publication to all market participants, activities of other competitors and price
trends are transparent in the ethylene market.

(16) i.e. the published contract price for the third quarter.
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(105) It further has to be noted that the tacit coordination and the lapse of competition between the
players does not require the entire transparency of all contract details. In order to monitor whether
the other group follows the general price trend and the tacit pattern not to compete through price
cuts, the data published by ICIS appear to be sufficient. The parties argue that if the ICIS price and
reporting system were to be ‘abused’ by the parties to coordinate pricing strategies, and the contract
partners considered that it no longer reflected market conditions, it would simply not be used any
more and thus disappear as an element of transparency. However, the vast majority of contracts
contain a reference to the ICIS price and are concluded for a long term. Any change in the pricing
reference would only be possible at the end of the contract. During the lifetime of the contract, any
change of the ICIS reference is generally foreseen in the contracts only in case ICIS does not publish
a reference price any longer, and not in case this price is no longer considered as credible.

2.9. There are sufficient means of retaliation at the two players' disposal

(106) The parties argue that there are no credible and efficient means of retaliation at the new entities'
disposal to deter the other new entity from deviating from a pricing or market-sharing pattern. Due
to the long term nature of the contractual relations in the ethylene market, opportunities to retaliate
come up infrequently and with significant delay after the deviation. According to the parties, any
attempt to retaliate via aggressive pricing would leave the retaliator with a costly low or zero margin
contract for a long term making the measure disproportionately harmful in relation to the gain from
deterring the deviating rival. The costs for retaliation and the disproportion are further increased by
high transport costs which would occur if retaliation involved targeting a customer located further
away.

(107) The Commission takes the view that the two combined new entities have sufficient means of
retaliation to deter the other entity from deviating from parallel behaviour, both with regard to the
tacit allocation of contracts and with the lapse of downward pricing initiatives in quarterly nego-
tiations.

(108) Through the detailed pricing and negotiation information which is openly published by ICIS or
CMAI, there is a high transparency of the pricing and contracting activities of the other competitors
on the market. Consequently, it will be possible for both parties to closely monitor whether or not
the other party follows an initiative to increase prices and, more generally, to monitor the duopo-
listic pattern of behaviour according to the criteria set out in recital 95.

(109) Both new entities will dispose of sufficient accessible volumes to be able to compete for the other's
customers. In addition to its capacity on the ARG, Shell has privileged access to imports from
outside the ARG area through its import terminal. In addition, Shell could shift the capacity which
was used by third parties to own imports. As an ethylene producer, BP has preferred access to other
producers' import terminals, as it can offer swap agreements between the Antwerp area and its
production sites which are located at the Eastern end of the ARG. In addition, BP plans to increase
the capacity of its Erdölchemie crackers in 2001/2002.

(110) Despite the mainly long-term nature of contractual agreements for the supply of ethylene, there is
sufficient room for immediate reaction in response to any deviation from a parallel trend. There are a
large number of contracts running in the market, which overlap in terms and expire on consecutive
dates. Therefore, in addition to contracts for new volumes and involving new market participants,
there are permanently contracts which terminate or need re-negotiation, and where one of the two
new leaders could aggressively attack the other to retaliate for deviation from parallel behaviour.
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(111) Moreover, as a general point, the necessity and sophistication of a retaliation mechanism cannot be
analysed without taking the incentives and abilities to deviate from a behavioural pattern into
account. The retaliation mechanism must be sufficiently plausible and effective to counterbalance the
existing degree of probability and incentives to deviate in the market situation of the individual case.
In the present case, the parties' argument related to the long-term nature of the contracts also applies
to the possibilities to deviate. The possibilities for retaliation occur with the same frequency as the
possibilities for deviation, and therefore are sufficiently frequent and effective. In addition, if in the
parties view market interaction is relatively slow and infrequent compared to other markets, then the
possibilities for deviation in the first place are as well, and underpin the probability and stability of
the market sharing pattern. The same applies to the cost argument. If the parties take the view that
retaliation is costly, then the cost deviating by winning a contract in deviation from a coordinated
pattern in the first place is very high, too, and reduces the likelihood of such action. This is
particularly true in the light of the likely market-sharing pattern based on continuity and proximity
to be followed by the two new entities. Any deviation from that pattern would mean that the
deviating entity would bid for a contract which has been in the hands of the other competitor for a
long time and where he has preferred competitive ability to supply. Consequently, the deviator
would have to invest considerably to bid for this contract where he has a less-favourable supply
position, which decreases his incentives to do so.

(112) Retaliation is also possible with regard to the quarterly negotiations on the basic contract price in
long term contracts. At that stage, a change of the supplier and therefore an attempt to win the
contract itself is not possible. However, due to the two new entities' strong influence in the published
price-setting mechanism, retaliation is possible in the form of the agreement and publication of a
lower quarterly contract price, which then results in a significant pressure on the other party to
follow this trend, as its customers will refer to the lower price agreed by the other party with its
customers.

(113) Moreover, BP/Veba will be able to use its influence over the ARG company as a deterring factor
vis-à-vis Shell/DEA. Due to its ability to block essential decisions on the use of the ARG, BP/Veba is
in a position to […] *, which could harm Shell/DEA's competitive position. Shell currently is an
active user of the ARG pipeline, and DEA has to be considered as a potential user after the expiry of
its contract with CPO.

(114) On the other hand, Shell controls one of the import terminals linked to the ARG. […] * Thus,
Shell/DEA could react to any deviation by BP/Veba through restricting the access to its terminal and
blocking the actual handling of incoming BP loads, which would have an immediate impact on
BP/Veba's position on the market.

(115) In conclusion, there is a variety of retaliation means at the future duopolists' disposal, which could
be used separately and in different combinations. They are sufficient to monitor, support and
penalise any deviation from tacit parallel behaviour of the two new entities.

2.10. There are high barriers to entry given the limited possibilities of imports and the control of
the necessary facilities

(116) Imports are not likely to counterbalance the two new entities market position. In 2000 imports
amounted to a peak of approximately 15 % of the overall consumption due to unscheduled cracker
downtimes, whereas they usually account for around 10 % of total (captive and merchant) demand.
A large proportion of these imports are related to ARG producers and consumers that import
material from their own production sites outside the ARG for captive use, such as Exxon, BP and
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Borealis. Ethylene imports into the ARG-pipeline have to pass via one of the five import terminals
located at the North Sea coast. There are no other economically viable means of transport to feed
consumers linked to the ARG pipeline. All five import terminals are owned by ethylene producers:
Shell, BASF, Exxon, Atofina (via FAO) and Dow. There are no independent terminal and storage
providers that could offer capacity for third parties. Of the existing overall capacity, only a small
proportion is made available for third parties, whereas the majority of the terminals capacity was
used for the owners' own imports. Of the total volumes imported via the individual terminals, only
10 to 20 % were terminalled for third parties.

(117) The spare capacity which the terminal owners do not use for their needs is furthermore primarily
reserved for swaps with other terminal owners. By these exchange agreements terminal owners allow
other owners to use their terminal in case of capacity bottlenecks, and acquire in turn the right to
use the other's terminal in case they themselves do not have enough spare capacity to handle
incoming import volumes. […] * Due to these agreements, the capacity available for third parties is
further reduced.

(118) In addition, the storage facilities of most of the import terminals are to a significant extent used for
the storage of the owners' production at the crackers nearby, and only a proportion is used to store
imported material. There are indications that the storage capacity was not expanded in parallel with
production capacity increases, which results in a decreasing trend of available capacity for third party
imports. There are no indications that the terminal capacity will be significantly increased in the
foreseeable future. In addition to the considerable cost for a large-scale terminal estimated at around
EUR 30 million, environmental regulations restrict the building of additional capacity at the coast.

(119) Furthermore, ethylene consumers, especially those which are not vertically integrated upstream into
ethylene and therefore are not in a position to offer product swaps, indicated that on the basis of
their agreements with the terminal owners they are not in a position to secure their demand for
ethylene by imports on a long-term basis. Even if such consumers have terminalling contracts, for
contractual and practical reasons they are not able to enter into corresponding long-term supply
contracts. Practical problems may arise in particular from the order of berthing of ships and ship
vetting. In contractual terms, it appears to be very common that terminalling contracts are linked to
the existence and duration of a supply agreement with the terminal owner and that the volumes for
which the terminal is made available are at a certain ratio with the volume directly supplied by the
terminal owner. In addition, such contracts partly provide for certain rights of the terminal owners
whereby the ethylene purchaser is obliged to negotiate with the terminal owner upon direct supply
instead of using the terminal. Therefore, even if this type of consumer has concluded a terminalling
agreement, it can make use of imports only on a case-by-case basis for spot volumes. There was
agreement among the majority of the ethylene consumers that it is not possible to import significant
volumes of ethylene on a long-term basis into the ARG. Imports are considered only as a buffer for
additional spot volumes, but not as an alternative to cover a large proportion of basic demand.

(120) In addition to the bottleneck situation in terms of availability of terminal capacity, terminalling and
transport cost are another significant obstacle to imports. Transport costs have been estimated at
between EUR 15 to 55/t from European sources up to EUR 150/t from sources in the Middle East.
Whilst according to third parties these transportation costs can partly be compensated by lower
purchasing prices for ethylene supplied from regions with low feedstock and production cost, this is
not the case for the additional costs to be incurred for further transporting these imports from the
port onwards. To the shipping costs, terminalling fees between [approximately EUR 25 and 45/t] *
have to be added. For consumers that are not located close to the import terminal, transport costs on
the ARG pipeline also have to be taken into account, which may reach EUR 70/t for the longest
transports according to the published ARG throughput tariffs for third parties (17). Numerous
ethylene consumers, including one of the most important purchasers on the merchant market,
qualified these costs as prohibitive and indicated that they considered imports not to be an
economically viable alternative. The remaining consumers agreed that apart from smaller spot
volumes imports were not economic on a larger scale.

(17) Third parties [...]* can obtain [...]* discounts from these figures. [...]*.
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(121) It can therefore be concluded that imports will not be able to put sufficient competitive pressure on
the two new entities.

2.11. New market entry through the building of new capacity is not expected to a significant
degree

(122) Ethylene production capacity utilisation rates are estimated at around 96 % in Western Europe and
even higher in the ARG area. Therefore, significant volumes to exercise competitive pressure on the
market could only derive from new capacity to come on stream in the near future and which would
not be absorbed by increased captive use, but would be available for the merchant market. However,
this is not the case for the ARG-area.

(123) Due to extremely high investment costs, which are estimated at over [EUR 500 million] * for an
economically viable […] * kt ethylene cracker, the building of an entirely new cracker on the ARG
pipeline, either by a completely new entrant in the market or by an existing supplier is highly
unlikely. The parties agree that a large-scale new entry cannot be expected in the foreseeable future.

(124) However, the parties submit that there are constant capacity increases and de-bottleneckings of
existing plants, which exercise significant pressure on the market. According to the parties, although
a large proportion of these capacity extensions will be committed to captive use in the medium and
long term, they would effectively constrain existing suppliers' market power during the time lag
between ethylene capacity expansion and the corresponding increase in derivatives production.

(125) As a general point, any de-bottlenecking of existing plants does not increase the number of existing
suppliers on the market, and in particular does not provide a new, independent force on the
merchant market. Furthermore, as accepted by the parties, ethylene supplies mainly rely on long-
term contracts. Consequently, volumes which are on the market only for a limited period of time
until the downstream consumption of the respective supplier is increased accordingly, cannot be
considered as a competitive constraint with regard to the usual long term supply relations.

(126) The most important foreseeable increase in existing capacity is an additional 600 kt at Dow's
Terneuzen facility scheduled for the end of 2001. However, according to the Commission's market
investigation these new volumes are intended for captive use in DOW's downstream derivatives
capacity and it is expected that […] *. Also the limited number of other projects is driven by the
enlarged captive demand of the respective undertaking. This is the case for the projects of the net
buyers […] * as well as the capacity increases of integrated producers with captive consumption
[…] *. The latter projects, in addition, only relate to smaller volumes.

(127) As the huge majority of these new volumes will, at least in a medium-term perspective, be captively
used and not sold on the merchant market the envisaged capacity increases will not be able to
counter the joint dominance of the merged entities. Furthermore, there are several new projects of
non-integrated producers which will increase ethylene demand, such as a new propylene oxide/
styrene monomer plant at Rotterdam, which Bayer will operate through a joint venture with
Lyondell and which is expected to come on stream in the second half of 2003 (18). Therefore, the
remaining volumes of the increases in capacity will be absorbed by new downstream ethylene
production sites and will not be suitable to significantly alter the competitive situation on the market
in the short and medium term.

(18) The port authority of Rotterdam is currently building a pipeline link from Rotterdam to the ARG on the basis
of Shell's Moerdijk pipeline, see the Article ‘Investing in pipelines’ in ACN/CMR/ECN, Port of Rotterdam supple-
ment, September 2001, pp. 21 to 22.
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2.12. There is no sufficient countervailing buying power

(128) There are a number of net ethylene purchasers connected to the ARG pipeline. The demand of the
five leading net buyers (Solvay, Borealis, Basell, Celanese, and LVM) accounts for around [50 to
60] * % of the total merchant market. Joint purchasing agreements are limited to CPO, which
negotiates ethylene supplies for Celanese, Clariant and Basell, and Degussa's handling of Vestolit's
and Sasol's requirements. The Degussa arrangements will cease […] *. As regards CPO, the respective
agreements are a result of the divestment of former members of the Hoechst group, for which
economic supplies had been secured at the time. CPO's contracts with its customers […] *. Further-
more, nearly half of CPO's demand […] *. Basell today has its own ethylene cracker and is likely to
be able to procure remaining demand on economic terms via its parents. Against this background,
CPO itself expressed the expectation that it will not continue to exist in the present form after the
expiry of its supply contracts with DEA and Veba.

(129) The parties submit that ethylene consumers have a significant flexibility in their demand, whereas
ethylene suppliers are forced to sell their volumes on the market, due to limited storage capacities for
ethylene and pressure for high utilisation rates as a result of high investment costs. Consequently,
ethylene customers could resist any price increase by lowering their off-take volumes, fulfilling their
derivatives contracts from their stocks and putting ethylene producers under significant pressure to
sell their product which they are not able to store. However, the consumer's situation does not
appear to counterbalance the new entities' power.

(130) First, ethylene crackers on the ARG are running at extremely high utilisation rates of 97 % and more.
Therefore, ethylene producers do not appear to be in a situation where they already suffer from
low-capacity utilisation and would need to keep existing levels at any price to avoid significant
losses. In addition, consumers of ethylene share the interest of high utilisation rates of their
ethylene-processing facilities to minimise average unit costs with the ethylene producers. Derivatives
producers confirmed that their plants are also designed to run at a capacity utilisation of 90 % or
higher in order to be profitable. Therefore, consumers do not enjoy greater flexibility than the
ethylene producers in that respect. Furthermore, ethylene producers do in fact enjoy a certain
flexibility in output by maintaining high utilisation rates. Imports are one means of flexibility, as they
could be reduced in the short term to react to a reduction in demand. Another option to buffer
demand movements are time swaps. There are always some crackers out of production due to
scheduled or unscheduled maintenance works. Suppliers could agree to supply the other's customers
during its cracker's downtime, while getting the product back at a later stage in the year.

(131) Second, the usual long-term contracts allow only for limited decreases of the contract volumes. In
general, there is a range of approximately […] * variation in the volumes actually purchased in
relation to the initially agreed contract figure, whilst other contracts only provide for hardship
clauses which allow for adjustments only in exceptional situations. The potential for ethylene
customers to respond to price increases by a threat to reduce demand is therefore limited.

(132) Third, the allegedly greater difficulty in storing ethylene than derivatives produced by ethylene
customers does not create a sufficient demand flexibility. This argument is based on the assumption
that ethylene consumers would lower their production and consequently their demand for ethylene,
while fulfilling their supply obligations with their derivatives customers, out of their stock. However,
there are several elements contradicting this assumption. In general, keeping stocks to a larger degree
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than is necessary for own operational purposes and buffering movements in derivatives demand, is
also costly and uneconomic for derivatives producers. Investment in huge additional storage capacity
in order to be able to react to a possible attempt to raise prices (of which the occurrence and timing
is unknown) by ethylene producers therefore does not seem a viable and economic option for
derivatives producers. To counterbalance an attempt to raise the quarterly contract price in a
negotiable contract, it would be necessary to work three months off stocks. However, the usual
stocks of ethylene derivatives producers currently are of a maximum 30 days. Even higher stock
volumes would be required to resist price rises at the point of the negotiation of a long term contract
running for several years. Furthermore, derivatives producers cannot anticipate when ethylene
producers will start their attempt to increase prices. On the other hand, they need their stock for
their own operational purposes to buffer unexpected production and demand movements. Therefore,
an attempt to raise prices may occur at a point in time when derivatives producers' stocks are low,
due to unexpected demand increases or unscheduled production downtime. In such a situation, the
ability to lower ethylene demand and derivatives production is even more limited. It therefore has to
be concluded that the incentives and possibilities for a lasting reduction of demand are limited and
therefore are not suitable to counterbalance an attempt to increase prices.

2.13. Conclusion on collective dominance

(133) It is therefore concluded that the two proposed concentrations would result in the creation of a
collective dominant position of the two new entities Shell/DEA and BP/E.ON on the market for the
supply of ethylene on the ARG+ pipeline network.

3. COMMITMENTS

(134) On 28 November 2001 the parties in this case and of case M.2389 — Shell/DEA offered certain
commitments to remove the competition concerns which the Commission had identified in its
Statements of Objections of 24 October 2001. The commitments will be summarised and assessed
in the following points.

(135) The full text of the commitments of the parties is set out in the Annexes.

3.1. Commitments offered by Shell/DEA

(136) Shell and DEA commit to make available access to Shell's terminal facilities at Moerdijk, Netherlands,
and to Ethyleen Pijpleiding Maatschappij BV (EPM)'s pipeline from Moerdijk to Lillo (Antwerp) to
one or more users for a total aggregate ethylene volume of up to 250 thousand metric tonnes per
annum. The terms on which such access is to be made available are outlined in an attached model
Ethylene Terminalling Agreement. This access will be made available from 1 January 2003 until at
least 31 December 2012 on fair and non-discriminatory terms to any one or more existing or
prospective competitor(s) or customer(s) for ethylene on the ARG+. Preference will be given to such
competitors and customers who do not own a terminal connected to the ARG pipeline.

3.2. Commitments offered by BP/E.ON

(137) BP and E.ON undertake to divest any two of the three BP/Veba Oel shareholdings in the ARG,
together with all equity and voting interests attached to such shareholdings to a suitable independent
purchaser approved by the Commission.
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(138) For an interim period, until the shareholding in the ARG is divested, the parties undertake not to
exercise their blocking minority with regard to decisions requiring a [special] * majority. The parties
undertake to vote any two of their shareholdings in the ARG in accordance with the unanimous
decisions of the other shareholders, with regard to all decisions which require a [special] * majority.
As long as E.ON continues to hold a controlling interest in Degussa, the parties further undertake
that BP and/or E.ON will also vote the rights attached to all three of the BP/Veba Oel shareholdings
in accordance with the unanimous decisions of the other shareholders in relation to decisions
requiring a [special] * majority.

(139) BP/E.ON undertakes that they will guarantee to [an ethylene customer] * that ethylene delivered via
the ARG pipeline to Gelsenkirchen will be made available at [that customer's] * plant in the event of
the supply contract between […] * being terminated with effect from […] *or thereafter. This
guarantee is made regardless of the source from which [that customer] * may decide to purchase
ethylene. It will last for a period of […] *, with an option exercisable by [that customer] * to renew
for a further period of […] *.

3.3. Assessment

(140) The major competition concern identified by the Commission is that the elimination of two
independent ethylene suppliers on the merchant market will lead to a collective dominant position
of the two new entities. The underlying infrastructure in the ARG+ area, namely import terminals
and pipelines, is a key factor in that concern in two respects. The access to and influence in the
infrastructure strongly enhances the market power of the two new entities […] *. Thus, the
infrastructure is a decisive factor for competitive interaction in the present market for ethylene, and
its degree depends very strongly on the open accessibility of the infrastructure means. Both
commitments taken together provide and guarantee the openness of this essential infrastructure.

(141) The opening of Shell's import terminal for third party import volumes of up to 250 kt annually will
strongly enhance the availability of ethylene on the ARG market from competitive and independent
sources. Several third parties identified the non-accessibility of import terminals on a long-term basis,
for considerable amounts and for competitive prices as the major obstacle for imports. Due to the
fact that in the light of extremely high investment costs the entry of a completely new supplier on
the market is highly unlikely in the foreseeable future, imports are the only source of additional,
independent ethylene supplies into the ARG+ market. The volumes covered by the commitment are
of a size which is suitable to considerably constrain the new entities' competitive potential. 250 kt
equal the annual capacity of one whole smaller-sized cracker, such as the ones operated by DEA. If
all volumes were contracted and imported, this would equal the installation of a new independent
ethylene production site on the ARG. It would also represent an increase of the current third party
imports by nearly 400 %. The terms of access proposed by Shell will allow for non-discriminatory,
long term access to the terminal at competitive prices, and will give a preference to non-terminal
owners as terminal owners dispose of their own importing facilities.

(142) There is a high probability that these volumes will be imported as several third parties were
interested in imports on a long-term basis and sufficient volumes of ethylene are available in
particular from Saudi Arabian sources.

(143) The divestiture of the import terminal to a third party, which in theory would completely eliminate
the control of Shell/DEA over this infrastructure facility, does not appear to be a viable option. First,
the terminal is not workable without inter-linked storage facilities. These ethylene tanks are them-
selves integrated in the cracker facilities and operations. A large proportion of the terminal storage
therefore is used at unforeseeable rates for fluctuations in cracker output and demand.
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(144) Second, open and non-discriminatory access to the terminal would only be guaranteed by a buyer
who is not active in ethylene or ethylene derivatives, and thus does not have any own business
interests related to the terminal. In light of the high cost of the terminal and the need for significant
market intelligence in relation to ethylene to economically operate the terminal, it is highly unlikely
that such an independent buyer could be found.

(145) The influence of BP/Veba in the core ARG pipeline through its shareholding and its blocking rights
in the operating company is another element restricting open access to infrastructure and thus
enhancing the parties' market power. In addition, these shareholdings restrict the competitive
potential of other non-shareholder suppliers. The divestiture of two of the three shareholdings of a
combined BP/E.ON will entirely eliminate the decisive influence of this group in the ARG company.
After this divestiture, BP/Veba will no longer hold any preferred blocking rights and its position will
be reduced to that of the other shareholders. In addition, the entry of new shareholders into the ARG
company will broaden the different interests which are represented by the shareholders in the
company and thus guarantee the common carrier character of the ARG, without preferring any
particular supplier's or customer's interests. The interim undertaking offered by BP/Veba will provide
for an immediate elimination of BP's veto right with regard to essential decisions on […] *. This will
reduce BP's position to that of a normal shareholder until the divestment procedure is completed and
thus will immediately remove the substantive concerns related to BP/Veba's combined shareholding
in the ARG company. The commitment also removes any concerns resulting from the shareholding
of Degussa, which belongs to the E.ON group and is not part of the present transactions.

(146) Apart from eliminating BP/Veba's strong foothold in infrastructure as a strengthening element of
their market power, the reconstitution of the ARG as a common carrier will have two major effects
which will considerably improve the competitive situation in the ARG area and thus counterbalance
the new entities' market position. First, it will enhance competition through existing suppliers on the
ARG. The open access to the pipeline at competitive cost should allow existing suppliers to actively
compete for customers over the whole of the ARG area, increase customer's choice between
suppliers and remove the ability of the two new entities to share customers according to the criteria
set out above in point 95. Second, and equally important, the competitive potential of Shell's
commitment to open the import infrastructure can only become fully effective if it is ensured that
the additional volumes obtained from independent outside sources can be transported economically
to locations all over the ARG up to its eastern end.

(147) BP/Veba's commitment to provide access to ARG supplies for the ethylene customers located at [a
site in the Rhine/Ruhr area] * (currently […] *) removes the remaining bottleneck infrastructure
which is under control of BP/Veba. It eliminates any possibility that BP/Veba will remain protected
from competitive constraints originating from alternative ARG suppliers with regard to these
customers. BP/Veba will no longer be able to cut off these customers from the ARG via the denial of
access to the proprietary pipeline linking these customers with the ARG. This will allow for
competition on equal grounds also for these buyers, and will remove another instrument that would
facilitate tacit market sharing between the two new entities. There are no other ARG+ connection
pipelines under the control of the future duopolist entities which could be used to cut off ethylene
consumers from competitive supplies over the ARG.

3.4. Conclusion

(148) It is concluded that the commitments offered by the parties assessed in combination will remove one
of the major bases of their market power. They allow for sufficient new competitive constraints
which will: (i) counterbalance the new entities market position; (ii) deprive them of their possibility
to refrain from competing actively on the market, and (iii) eliminate the possibility of tacit market
sharing. On that basis, it is concluded that no collective dominant position will be created on the
market for ethylene in the ARG+ network and that the competition concerns expressed in the
Statements of Objections are resolved.
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VII. CONDITIONS AND OBLIGATIONS

(149) Pursuant to the first sentence of the second subparagraph of Article 8(2) of the Merger Regulation,
the Commission may attach to its decision conditions and obligations intended to ensure that the
undertakings concerned comply with the commitments they have entered into vis-à-vis the Commis-
sion with a view to rendering the concentration compatible with the common market.

(150) The achievement of each measure that gives rise to the structural change of the market is a
condition, whereas the implementing steps which are necessary to achieve this result are generally
obligations on the parties. Where a condition is not fulfilled, the Commission's decision declaring the
concentration compatible with the common market no longer stands; where the undertakings
concerned commit a breach of an obligation, the Commission may revoke its clearance decision,
acting pursuant to Article 8(5)(b) of the Merger Regulation, and the parties may also be subject to
fines and periodic penalty payments in accordance with Articles 14(2)(a) and 15(2)(a) of the Merger
Regulation (19).

(151) In view of the foregoing, this Decision must be conditional upon full compliance with the under-
taking involving divestiture of the shareholdings in the Aethylenrohrleitungsgesellschaft mbH & Co.
KG and the interim undertaking to exercise the votes of any two of the three shareholdings in the
same way as other shareholders as set out in points 1, 2, 3, 8 and 9 in connection with 30 of Annex
I, as these bring about the structural change of the market. The same applies to the commitment
relating to access to the [pipeline in the Rhine/Ruhr area] * as set out in points 1 and 2 of Annex II.
On the other hand, the other parts of the undertakings set out in points 4 to 7 and 10 to 29 of
Annex I and point 3 of Annex II, which refer to the procedures shall be obligations upon them, as
they aim at implementing the structural change of the market.

VIII. CONCLUSION

(152) For the reasons set out above, and subject to full compliance with the commitments given by the
parties, it must be concluded that the proposed concentration does not create nor strengthen a
dominant position as a result of which effective competition would be significantly impeded in the
common market or in a substantial part of it. The concentration is therefore to be declared
compatible with the common market pursuant to Article 8(2) of the Merger Regulation and with the
EEA Agreement pursuant to Article 57 thereof subject to compliance with the commitments set out
in the Annexes,

HAS ADOPTED THIS DECISION:

Article 1

The notified operation whereby BP, together with E.ON, would acquire joint control of Veba within the
meaning of Article 3(1)(b) of the Merger Regulation is declared compatible with the common market and
the EEA Agreement.

Article 2

Article 1 is subject to compliance with the conditions set out in points 1, 2, 3, 8 and 9 in connection with
30 of Annex I and in points 1 and 2 of Annex II.

(19) See the Commission Notice on remedies acceptable under Council Regulation (EEC) No 4064/89 and under
Commission Regulation (EC) No 447/98.
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Article 3

Article 1 is subject to compliance with the obligations set out in points 4 to 7 and 10 to 29 of Annex I and
in point 3 of Annex II.

Article 4

This Decision is addressed to:

BP plc
Britannic House
1 Finsbury Circus
London EC2M 7BA
United Kingdom

E.ON Aktiengesellschaft
Beningsenplatz 1
D-40474 Düsseldorf

Done at Brussels, 20 December 2001.

For the Commission

Mario MONTI

Member of the Commission

ANNEX

The full original text of the conditions and obligations referred to in Articles 2 and 3 may be consulted on the following
Commission website:

http://europa.eu.int/comm/competition/index_en.html



COMMISSION DECISION
of 11 October 2002

amending Decision 93/402/EEC as regards imports of fresh meat from Paraguay

(notified under document number C(2002) 3690)

(Text with EEA relevance)

(2002/793/EC)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Council Directive 72/462/EEC of 12
December 1972 on health and veterinary inspection problems
upon importation of bovine, ovine and caprine animals and
swine, fresh meat or meat products from third countries (1), as
last amended by Regulation (EC) No 1452/2001 (2), and in
particular Article 14(3) thereof,

Whereas:

(1) Commission Decision 93/402/EEC of 10 June 1993
concerning animal health conditions and veterinary certi-
fication for imports of fresh meat from South American
countries (3), as last amended by Decision 2002/338/
EC (4), applies to Argentina, Brazil, Chile, Colombia,
Paraguay and Uruguay.

(2) A Commission inspection mission to Paraguay from 21
to 31 January 2002 brought to light serious shortcom-
ings.

(3) The Paraguayan veterinary authorities immediately
suspended exports of boned and matured bovine meat to
the Community and produced an action plan to remedy
the shortcomings.

(4) After being notified by the Paraguayan authorities of the
plan's implementation, the Commission carried out
another inspection mission from 15 to 19 July 2002.

(5) The findings of that mission and guarantees provided by
the Paraguayan veterinary authorities in August 2002
permit the regionalisation of the country.

(6) The importation of boned and matured bovine meat into
the Community should therefore be authorised from
certain regions after a fixed date.

(7) Decision 93/402/EEC should therefore be amended
accordingly.

(8) The measures provided for in this Decision are in accor-
dance with the opinion of the Standing Committee on
the Food Chain and Animal Health,

HAS ADOPTED THIS DECISION:

Article 1

Decision 93/402/EEC is amended as follows:

1. Annex I is replaced by the text in Annex I to this Decision.

2. Annex II is replaced by the text in Annex II to this Decision.

Article 2

This Decision shall apply on the day of its publication in the
Official Journal of the European Community.

Article 3

This Decision is addressed to the Member States.

Done at Brussels, 11 October 2002.

For the Commission
David BYRNE

Member of the Commission

12.10.2002L 276/62 Official Journal of the European CommunitiesEN

(1) OJ L 302, 31.12.1972, p. 28.
(2) OJ L 198, 21.7.2001, p. 11.
(3) OJ L 179, 22.7.1993, p. 11.
(4) OJ L 116, 3.5.2002, p. 60.
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Territory
Country

Code Version
Description of territory

ANNEX I

‘ANNEX I

Description of territories of South America established for animal health certification purposes

Argentina AR 01/2001 Whole country

AR-1 04/2002 The Provinces of Buenos Aires, Catamarca, Chaco, Córdoba, Corrientes, Entre Ríos,
Formosa, Jujuy, La Pampa, La Rioja, Mendoza, Misiones, Neuquen, Rio Negro, Salta, San
Juan, San Luis, Santa Fe, Santiago del Estero, and Tucuman.

AR-3 01/2002 Chubut, Santa Cruz and Tierra del Fuego

Brazil BR 01/93 Whole country

BR-1 02/2001 The States of: Rio Grande do Sul; Parana, Minas Gerais (except regional delegations of
Oliveira, Passos, São Gonçalo de Sapucai, Setelagoas and Bambuí), São Paulo, Espirito
Santo, Mato Grosso do Sul (except for the municipalities of Sonora, Aquidauana, Bodo-
quena, Bonito, Caracol, Coxim, Jardim, Ladario, Miranda, Pedro Gomes, Porto Murtinho,
Rio Negro, Rio Verde of Mato Grosso and Corumba), Santa Catarina Goias and the
regional units of Cuiaba (except for the municipalities of San António de Leverger, Nossa
Senhora do Livramento, Pocone and Barão de Melgaço), Cáceres (except for the munici-
pality of Cáceres) Lucas do Rio Verde, Rondonópolis (except for the municipality of
Itiquiora), Barra do Garças and Barra do Bugres in Mato Grosso

Chile CL 01/93 Whole country

Colombia CO 01/93 Whole country

CO-1 01/93 The zone included within the following borderlines: fom the point where the Murri River
flows into the Atrato River, downstream along the Atrato River to where it flows into the
Atlantic Ocean, from this point to the Panamanian border following the Atlantic coastline
to Cabo Tiburon; from this point to the Pacific Ocean following the Columbian-Pana-
manian border: from this point to the mouth of the Valle River along the Pacific Coast and
from this point along a straight line to the point where the Murri River flows into the
Atrato River.

CO-2 01/93 The municipalities of Arboletas, Necocli, San Pedro de Uraba, Turbo, Apartado,
Chigorodo, Mutata, Dabeiba, Uramita, Murindo, Riosucio (right bank of the Atrato river)
and Frontino.

CO-3 01/93 The zone included within the following borderlines: from the mouth of the Sinu River on
the Atlantic Ocean, upstream along the Sinu River to its headwaters of Alto Paramillo,
from this point to Puerto Rey on the Atlantic Ocean, following the borderline between the
Department of Antiquia and Cordoba, and from this point to the mouth of the Sinu River
along the Atlantic Coast

Paraguay PY 01/93 Whole country

PY-1 01/2002 Chaco central and San Pedro areas

Uruguay UY 01/2001 Whole country’
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Model certificate for fresh meat
excluding offal Model certificate for offal

Country Territory
Species of bovine animals of ovines

MP soliped

Bovine Ovine-caprine Porcine Soliped HC

1 2 3 4

PF HC PF

ANNEX II

‘ANNEX II

Animal health guarantees requested on certification (1)

Argentina AR — — — D — — — — — — — — D

AR-1 A (4) — — D — — — — — F (5) — — D

AR-3 B (6) B (6) — D B (6) B (6) B (6) B (6) B (6) B (6) B (6) B (6) D

Brazil BR — — — D — — — — — — — — D

BR-1 A (3) — — D — — — — — F (3) — — D

Chile CL B B H D B B B B B B B B D

Colombia CO — — — D — — — — — — — — D

CO-1 A — — D — — — — — — — — D

CO-2 — — — D — — — — — — — — D

CO-3 A — — D — — — — — — — — D

Paraguay PY — — — D — — — — — — — D

PY-1 A (7) — — D — — — — — F — — D

Uruguay UY A (2) C (2) — D — — — — — F — G D
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(1) The letter (A, B, C, D, E, F, G, and H) appearing in the table, refer to the models of animal health guarantees as described in Part 2 of Annex III, to be applied for each product and origin in accordance with Article 2; a dash (-) indicates that
imports are not authorised.
HC: Human consumption.
MP: Destined for heat-treated meat products industry:

1 = hearts
2 = livers
3 = masseter muscles
4 = tongues.

PF: Destined for the pet food industry.
(2) Only to be used for boned meat from animals slaughtered after 1 November 2001.
(3) In the case of Rio Grande do Sul only to be used for boned meat from bovine animals and offal for pet food from animals slaughtered after 30 November 2001.
(4) Only to be used for boned meat from bovine animals slaughtered after 31 January 2002, except in the cases of La Pampa and Santiago del Estero for which the date is 8 March 2002 and of Córdoba for which the date is 26 March 2002.
(5) Only to be used for offal for pet food from bovine animals slaughtered after 31 January 2002 except in the cases of La Pampa and Santiago del Estero for which the date is 8 March 2002 and of Córdoba for which the date is 26 March 2002.
(6) Only to be used for fresh meat (including offal) from ovine, caprine and bovine animals slaughtered after 1 March 2002 in the provinces of Chubut, Santa Cruz, and Tierra del Fuego.
(7) Only to be used for boned meat from bovine animals slaughtered after 1 September 2002’.



COMMISSION DECISION
of 11 October 2002

concerning certain protective measures with regard to poultrymeat, poultrymeat products and
poultrymeat preparations intended for human consumption and imported from Brazil

(notified under document number C(2002) 3692)

(Text with EEA relevance)

(2002/794/EC)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European
Community,

Having regard to Regulation (EC) No 178/2002 of the
European Parliament and of the Council of 28 January 2002
laying down the general principles and requirements of food
law, establishing the European Food Safety Authority and laying
down procedures in matters of food safety (1), and in particular
Article 53(1) thereof,

Having regard to Council Directive 97/78/EC of 18 December
1997 laying down the principles governing the organisation of
veterinary checks on products entering the Community from
third countries (2), and in particular Article 22(1) thereof,

Whereas:

(1) As regards, in particular, food, Article 53(1)(b)(iii) of
Regulation (EC) No 178/2002 provides for the adoption
of any appropriate interim measure where it is evident
that food imported from a third country is likely to
constitute a serious risk to human health, animal health
or the environment.

(2) In accordance with Article 22 of Directive 97/78/EC the
necessary measures must be adopted as regards the
import of certain products from third countries where
anything likely to constitute a serious danger for animal
or human health appears or develops.

(3) The presence of nitrofurans has been detected in poultry-
meat and poultrymeat preparations intended for human
consumption and imported from Brazil.

(4) Brazil provided appropriate guarantees to the Commis-
sion, which should apply from 10 May 2002.

(5) However, the presence of nitrofurans has been detected
in consignments of poultrymeat from Brazil certified
after 10 May 2002.

(6) Since the presence of these substances on food presents
a potential risk for human health, all consignments of
poultrymeat, poultrymeat products and poultrymeat
preparations imported from Brazil shall be sampled and
analysed in order to demonstrate their wholesomeness.

(7) Regulation (EC) No 178/2002 has set up the rapid alert
system for food and recourse to it is appropriate for
implementing the mutual information requirement laid
down in Directive 97/78/EC.

(8) This Decision will be reviewed in the light of the guaran-
tees offered by the competent authorities of Brazil and
on the basis of the results of the test carried out by
Member States.

(9) The measures provided for in this Decision are in accor-
dance with the opinion of the Standing Committee on
the Food Chain and Animal Health,

HAS ADOPTED THIS DECISION:

Article 1

This Decision shall apply to poultrymeat, poultrymeat products
and poultrymeat preparations imported from Brazil.

Article 2

1. Member States shall, using appropriate sampling plans
and detection methods, subject each consignment of poultry-
meat, poultrymeat products and poultrymeat preparations
imported from Brazil to a chemical test in order to ensure that
the products concerned do not present a hazard to human
health. This test must be carried out, in particular, with a view
to detecting the presence of nitrofurans and their metabolites.

2. Member States shall inform the Commission of the results
of the test referred to in paragraph 1, making use of the rapid
alert system for food, set up by Regulation (EC) No 178/2002.

Article 3

Member States shall not authorise the importation into their
territory or the consignment to another Member State of the
products referred to in Article 1 unless the results of the checks
referred to in Article 2 are favourable.

Article 4

All expenditures incurred by the application of this Decision
shall be charged to the consignor, the consignee or their agent.
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Article 5

Member States shall amend the measures they apply to imports
in order to bring them into line with this Decision. They shall
immediately inform the Commission thereof.

Article 6

This Decision shall be reviewed on the basis of the guarantees
provided by the competent Brazilian authorities and of the
results of the tests referred to in Article 2.

Article 7

This Decision is addressed to the Member States.

Done at Brussels, 11 October 2002.

For the Commission
David BYRNE

Member of the Commission
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CORRIGENDA

Corrigendum to Commission Regulation (EC) No 1337/2002 of 24 July 2002 amending Regulation (EC) No 76/
2002 introducing prior Community surveillance of imports of certain iron and steel products covered by the

ECSC and EC Treaties originating in certain third countries

(Official Journal of the European Communities L 195 of 24 July 2002)

On page 31, in the Annex, in the list of competent national authorities, under Portugal:

for: ‘PORTUGAL

Ministério da Economia
Direcção Geral das Relações Económicas Internacionais
Alfândega de Lisboa, Largo do Terreiro do Trigo
P-1100 Lisboa
Fax: (351) 21 881 42 61’,

read: ‘PORTUGAL

Ministério das Finanças
Direcção Geral das Alfândegas e dos Impostos Especiais sobre o Consumo
Rua Terreiro do Trigo, Edifício da Alfândega de Lisboa
P-1140-060 Lisboa
Fax: (351) 218 814 261’.
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