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Dear Sir or Madam,

1) On 13 February 2017, the European Commission received notification of a
proposed concentration pursuant to Article 4 of the Merger Regulation by which
General Electric Company ("GE", USA) acquires sole control over LM Wind
Power Holding A/S ("LM", Denmark) within the meaning of Article 3(1)(b) of
the Merger Regulation, by means of purchase of shares (hereafter the
"Transaction™).3 GE is referred to as the "Notifying Party" and collectively with
LM as the "Parties".

@) The same Transaction was already notified to the Commission on 12.01.2017,
but subsequently withdrawn on 02.02.2017.

1 0JL 24,29.1.2004, p. 1 (the 'Merger Regulation’). With effect from 1 December 2009, the Treaty on
the Functioning of the European Union (‘'TFEU') has introduced certain changes, such as the
replacement of ‘Community' by 'Union' and ‘common market' by ‘internal market'. The terminology of
the TFEU will be used throughout this decision.
0OJ L1, 3.1.1994, p. 3 (the 'EEA Agreement).
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THE PARTIES AND THE CONCENTRATION

GE is a global manufacturing, technology and services company that is made up
of a number of business units, each with its own divisions. GE is a diversified
company and GE Renewable Energy is the business unit that produces and
supplies wind turbines for onshore and offshore use on a global basis. It also
services wind turbines, primarily for its own installed fleet.

LM is active in the design, testing, manufacturing and supply of wind turbine
blades, both in the EEA and worldwide.

Pursuant to the Share Purchase Agreement ("SPA") of 11 October 2016, GE has
agreed to acquire 98.23% of the issued ordinary share capital of LM and 99.87%
of the issued preference share capital of LM. Following the Transaction GE will
acquire sole control over LM, within the meaning of Article 3(1)(b) of the Merger
Regulation.

EU DIMENSION

The undertakings concerned have a combined aggregate world-wide turnover of
more than EUR 5 000 million.* Each of them has an EU-wide turnover in excess
of EUR 250 million, but they do not achieve more than two-thirds of their
aggregate EU-wide turnover within one and the same Member State. The notified
operation therefore has an EU dimension within the meaning of Article 1(2) of
the Merger Regulation.

RELEVANT MARKETS

LM designs, manufactures and supplies blades to wind turbine original equipment
manufacturers ("OEMs") such as GE. GE develops, designs and manufactures
wind turbines. Contrary to most major wind turbine OEMs, GE does not
manufacture blades in-house for its wind turbines but rather sources them from
third party manufacturers such as LM.5

The Parties' activities do not overlap horizontally. However, the Transaction gives
rise to vertically affected markets with regard to the integration of the upstream
activities (blade manufacturing) by a downstream player (wind turbine OEM).

5

Turnover calculated in accordance with Article 5 of the Merger Regulation.
See Section 4.1.1.1 below, subsection titled "In-house production vs outsourcing".



3.1

3.1.1.
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Product market definition
Manufacturing of blades (upstream)

Blades are important components of wind turbines. They capture the energy from
wind and transfer it to the turbine, impacting turbine performance. On average,
blades account for 20-25% of the total wind turbine cost. Blade production
consists of the design and engineering of the blade (including the choice of
materials), and the tooling, construction, prototyping and certification of the
blades.

3.1.1.1. Distinction between onshore and offshore blades
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View of the Notifying Party

The Notifying Party submits that offshore blades differ from onshore blades
mainly in size and weight. Offshore blades are longer, heavier and generally built
to be more robust and more resistant to stronger winds. However, with respect to
technology, the blades are not materially different from onshore blades. To
address the difference in size and weight, the Notifying Party argues that an
onshore blade manufacturer willing to enter the offshore market would only need
to extend the size of its manufacturing plant, which requires limited cost and time.

Commission's assessment

The market investigation confirmed that the difference between onshore and
offshore blades is mainly in the size of the blade and the mould required to
manufacture it, rather than in the technology.

From a demand-side point of view, customers of blades have pointed out some
differences between onshore and offshore blades in terms of price, performance,
properties and design that are relative to the technical characteristics of onshore
turbines as compared to offshore turbines, as the latter are bigger and have a
higher power output.8 However, as explained above, the main difference lies in
the size;” otherwise, "the blades are in principle the same™.8

From a supply-side point of view, blade manufacturers consider that either they
are already able to manufacture both onshore and offshore blades, or they could
expand their plants to accommodate a larger blade and its mould. Indeed, while
the length of the blade is the most important parameter to distinguish onshore and

Non-confidential replies to question 6.1 of Questionnaire 1 - Customers.
Whereas offshore blades cannot be mounted on an onshore turbine and vice versa (as much as blades
for a given onshore turbine cannot be interchanged with blades designed for another type of onshore
wind turbine), the overall characteristics of blades for onshore and offshore wind turbines are the same
with the notable exception of size.

8 Non-confidential replies to question 8.1.1 of Questionnaire 1 - Customers.
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offshore blades, the production process can be adapted to a wide range of
lengths.® The wind turbine OEMs that produce blades in-house have also
emphasized that the main difference between onshore and offshore blades is the
length.10 All major wind turbine OEMs with in-house production that responded
to the questionnaire have declared that they are able to produce both onshore and
offshore blades.1! The fact that blades for offshore wind turbines are larger does
not prevent a manufacturer of onshore blades from producing offshore blades.
Such substitutability from the supply-side is therefore considered sufficient not to
differentiate between distinct blade markets in terms of size.

It can therefore be concluded from the market investigation that the
manufacturing of onshore and offshore blades does not appear to differ to such
extent as to constitute separate markets. This is especially true given that, from a
supply-side point of view, blade manufacturers can produce offshore blades
without significant hurdles.

However, the Commission considers that the question of whether there is a
segmentation between the manufacturing of blades onshore and offshore can be
left open, since the Transaction will not give rise to serious doubts as to its
compatibility with the internal market irrespective of the market definition
retained.

3.1.1.2. Distinction between the blade materials used
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(a) Distinction between polyester and epoxy resin laminated blades
View of the Notifying Party

The Notifying Party submits that further segmentation of the market based on the
choice of resin, namely between epoxy and polyester, is not justified. While there
are differences in the capital expenditure, environment, health and safety
considerations between the two resin types, there are no performance or
competitive distinctions between blades made of the two materials. LM produces
only polyester blades.

Commission's assessment

The market investigation confirmed that a further sub-segmentation of the market
according to the blades' resin type does not appear to be warranted.

From a demand-side point of view, the market investigation shows that
differences between types of resins are perceived mostly in terms of price and

9 Non-confidential minutes of a call with a competitor, 23.11.2016, paragraph 16.
10 Non-confidential replies to question 7.3.1 of Questionnaire 1 - Customers.
11 Non-confidential replies to question 10 of Questionnaire 1 - Customers.
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design.12 However, the material used for the blade is not systematically specified
when a wind turbine OEM requests a design from an external blade designer.13
Furthermore, some of the major wind turbine OEMs use both epoxy and polyester
blades. By way of example, for offshore applications, Gamesa manufactures
epoxy blades for its 5SMW turbine in-house, while it outsources polyester blades
for its BMW turbine (AD8-180).14 For onshore applications, Gamesa works with
dual-designs for the same turbine, where it manufactures epoxy blades in-house
and outsources polyester blades to fit the same turbine model.’> Other wind
turbine OEMs use both polyester and epoxy depending on the blades, or
sometimes use both for a given blade design.

In any case, end customers that will acquire the turbine (utilities, wind farm
owners, etc.) do not specify the blade material in the tender they issue. This
demonstrates that the choice of material does not constitute a competitive
distinction in itself. Therefore, a sub-segmentation by resin type does not appear
appropriate from a demand-side perspective.

From a supply-side point of view, blade manufacturers pointed to differences in
the production process between polyester and epoxy blades. However, switching
from one to the other is not considered a "major obstacle".16 A competitor
mentioned that most blade manufacturers have "enough flexibility to use different
materials."1” Similarly, another competitor considers these two technologies are
"used interchangeably by the blade manufacturers".’® A wind turbine OEM
manufacturing blades in-house also explained that although it is not a straight
forward process, starting to manufacture blades with different materials is
possible.1® The choice of resin type can be attributed to the fact that each blade
manufacturer has its own production strategy and process.20

In light of the above, the Commission considers for the purpose of the present
case that the resin type of the blades does not appear to be a differentiating
element in defining the relevant market for blades.

12 Non-confidential replies to question 6.2 of Questionnaire 1 - Customers.

13 Non-confidential replies to question 13 of Questionnaire 1 - Customers.

14 Non-confidential replies to question 5.2 of Questionnaire 1 - Customers. Gamesa is active on the
offshore market for supply of wind turbines through its subsidiary Adwen.

15 Non-confidential replies to question 5.1 of Questionnaire 1 - Customers.

16 Non-confidential minutes of a call with a competitor, 30.11.2016, paragraph 8.

17" Non-confidential minutes of a call with a competitor, 23.11.2016, paragraph 17.

18 Non-confidential version of a submission by a competitor, 30.01.2017, page 5.

19 Non-confidential minutes of a call with a customer, 23.11.2016, paragraph 6.

20 Non-confidential minutes of a call with a customer, 23.11.2016, paragraph 4.
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(b) Distinction between glass and carbon fibre blades
View of the Notifying Party

The Notifying Party submits that further segmentation of the market based on the
choice of fibre, namely between glass and carbon, is not justified. While there are
differences in price and weight between the two fibre types, there are no
competitive distinctions between blades of the two materials. LM produces both
carbon and glass fibre blades.

Commission's assessment

The market investigation confirmed that a further sub-segmentation of the market
according to fibre type of the blades does not seem appropriate.

From a demand-side point of view, the market investigation shows differences in
price, performance, properties and design between carbon and glass.?
Nevertheless, most wind turbine OEMs, such as MHI Vestas, Nordex and
Gamesa, use both glass and carbon fibre.22 From a demand-side perspective, the
two fibres can thus be considered as substitutable.

In any case, end-customers that will acquire and install the turbine (utilities, wind
farm owners, etc.) do not specify the material of the blade in the tender they issue.
This demonstrates the material of the blade does not constitute a competitive
distinction in itself. Therefore, a sub-segmentation by fibre type does not appear
appropriate from a demand-side perspective.

From a supply-side point of view, blade manufacturers and wind turbine OEMs
that manufacture blades in-house are capable of producing, or consider it is
possible to produce, both types of fibre blades. In that respect, a competitor
mentioned that most blade manufacturers have "enough flexibility to use different
materials."23 Enercon produces in-house both glass and carbon fibre blades in
parallel (E-82 glass and E-82 carbon).2 Another major blade manufacturer also
produces both.2

21 Non-confidential replies to question 6.3 of Questionnaire 1 - Customers.
22 For MHI Vestas' 8MW offshore turbine, see: http://www.rechargenews.com/wind/863174/mhi-vestas-
to-produce-v164-blades-on-uks-isle-of-wight (Accessed on 23.02.2017); Gamesa/Adwen offshore

uses glass blades for one turbine and glass and carbon for the other turbine, see: Non-confidential
replies to question 5.2 of Questionnaire 1 - Customers.; Nordex uses blades manufactured by Carbon
Rotec with glass fibre and a mixture of carbon and glass fibre, see:

http://www renewableenergyfocus.com/view/40252/nordex-rolls-out-wind-blade-strategy-with-

carbon-rotec/ (Accessed on 24.02.2017).
23 Non-confidential minutes of a call with a competitor, 23.11.2016, paragraph 17.
24 Non-confidential minutes of a call with a customer, 23.11.2016, paragraph 6.

25 See: "Nordex rolls out wind blade strategy with Carbon Rotec",
http://www renewableenergyfocus.com/view/40252/nordex-rolls-out-wind-blade-strategy-with-
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In light of the above, the Commission considers for the purpose of the present
case that the fibre type of the blades does not appear to be a differentiating
element in defining the relevant market for blades.

Manufacturing of wind turbines (downstream)

Wind turbines can be installed onshore and offshore to convert wind energy into
electricity, for the supply of electricity to the electrical grid.

GE is supplying wind turbines for onshore applications ranging from 1.6MW to
3.8MW. GE also entered the offshore segment through the acquisition of Alstom
and it currently offers the 6MW Haliade wind turbine.26 In the onshore segment,
Vestas, Enercon, Siemens, Senvion, Nordex/Acciona, Gamesa, Envision and
other smaller players are active in the EEA. In the offshore segment, MHI/Vestas,
Siemens, Senvion and Gamesa, through its subsidiary Adwen, are active in the
EEA.

3.1.2.1. Distinction between onshore and offshore wind turbines
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View of the Notifying Party

The Notifying Party submits that onshore and offshore wind turbines are distinct
product markets because of their different specifications. Offshore wind turbines
have higher power outputs and, in the EEA, all offshore turbines are certified for
wind class I, which corresponds to high winds sites, whereas onshore turbines are
generally in wind class Il or Ill. The size and weight of turbines are also of
greater importance offshore. Overall, offshore turbines are more robust and
expensive than onshore.

Commission decision making practice

In GE Wind Turbines/Enron, while the exact market definition was ultimately left
open, the Commission considered that wind turbines can be distinguished from
other forms of power generation.2” In GE Energy/Converteam, the Commission
found a potential segmentation between onshore and offshore wind turbines in
view of the differences in power output, installation, operation and maintenance
resulting from the harsher environmental conditions and difficulties to access
offshore wind farms. However, the exact market definition was left open.28

carbon-rotec/ (Accessed on 23.02.2017). The author of the article notes that "It [Carbon Rotec]
currently produces some of the world’s largest blades, using glass fibre and a mixture of carbon and
glass fibre".

26 Form CO, paragraph 266.

21 Case COMP/M.2780 - GE Wind Turbines/Enron (2002), paragraph 9.

28 Case COMP/M.6222 - GE Energy/Converteam, paragraph 78: "[...] the fundamental technology is the
same but for some specific features in terms of resistance to corrosion. The difference lies more in the
overall installation, operation and maintenance costs, which are affected by the harsher
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In Siemens/Gamesa,2® the Commission's market investigation indicated that the
different conditions of the offshore environment affect the planning and
construction of offshore projects and result in differences in design, performance
and costs of the turbines to be installed. The dynamics of these two markets are
different and result in different wind turbines required. Therefore, the
Commission found that separate markets exist for the manufacturing and supply
of onshore and of offshore wind turbines.

Commission's assessment

The market investigation confirmed that the manufacturing and supply of onshore
and of offshore wind turbines constitute separate markets.

From a demand-side point of view, onshore and offshore turbines are not
substitutable in view of their differences in size, which result in differences in
output. Customers of wind turbines (e.g., utilities or project developers) have
confirmed that "onshore and offshore turbines markets have to be distinguished
as the technologies differ and the products cannot be considered substitutable."30
Furthermore, demand for offshore wind turbines generally is for a full project,
whereas onshore turbine demand is usually on a per unit basis.3l Moreover,
offshore sites in the EEA are high wind sites and larger turbines are better able to
take advantage of strong offshore winds. Therefore, competitiveness of offshore
turbines is mainly driven by the size.32

Overall, the conditions of offshore projects translate into different requirements
for the turbines to be installed in those projects. They respond to different
technical and economic considerations and therefore are not substitutable with
onshore turbines.

From a supply-side point of view, "onshore and offshore markets should be
distinguished based on the significant differences in product's design and project
execution."33 Scale is very important for offshore projects and smaller wind
turbine OEMs cannot cope with the required development of projects, which are
significantly larger in size, cost intensive and more complex than onshore
projects.34 Offshore projects are much more costly as the bigger weight of the

environmental conditions and difficulty to access turbines in off-shore installations. Thus, to off-set
these higher costs and reduce the number of turbines to be installed and serviced off-shore, these wind
turbines generally are as large as technically feasible and hence have a higher power output than on-
shores ones."

29 Case COMP/M.8134 - Siemens/Gamesa (2017), paragraphs 7-58.

30 Non-confidential minutes of a call with a customer, 14.10.2016, paragraph 3; see also Minutes of a call
with a customer, 5.10.2016, paragraph 2.

31 Form CO, paragraph 279.

32 Non-confidential minutes of a call with a wind turbine customer, 07.02.2017, paragraphs 8-10.

33 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 2.

34 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 4.
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turbine and the challenges of offshore installation have a larger impact on other
costs, such as foundations and transportation.

More generally, offshore projects are technically more challenging due to harsher
environmental conditions and limited accessibility, which adds to the time, risks
and costs of installation.3> In addition, turbine transportation onshore is more
complicated than offshore, while maintenance of offshore turbines is more
complicated and expensive than onshore, because more resources need to be
allocated to allow for regular intervention.36

As a result, more robust technology is used in offshore products in order to
minimize or avoid to the extent possible the need for intervention and repair,
which requires specific infrastructure and entails very high costs. This is reflected
in additional backup systems and remote monitoring systems; onshore design
concepts for wind turbines are substantially different.3” Also, wind turbines for
the offshore environment feature different power ratings and sizes than onshore
turbines. While onshore turbines are in the range of 2 to 4MW with a rotor
diameter up to 140m, offshore wind turbines currently participating in tenders
have power outputs between 6 and 9MW and a rotor diameter of up to 180m.

In light of the above, and in line with its past approach, the Commission considers
that the manufacturing and supply of onshore and of offshore wind turbines
constitute distinct product markets.

3.1.2.2. Other segmentations
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View of the Notifying Party

The Notifying Party submits that no further segmentation should be made by
wind class, power rating or frequency standard.

Commission's assessment

The Commission has investigated potential further sub-segmentations by wind
class, power rating or frequency standard but has not found them to be
appropriate.

Wind class

Wind classes refer to standards set by the International Electrotechnical
Commission ("IEC™). Offshore sites in the EEA, as in most of the world, are
characterised by higher wind speed and thus will require turbines certified for the
highest wind class, namely IEC I. Onshore turbines are generally designed for

35 Form CO, paragraph 279.
36 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 7.
37 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 6.
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wind classes IEC Il or 111.38 However, as specified by a utility, a wind class 1l
offshore turbine could be installed onshore if the conditions correspond to a class
Il site. Conversely, class | turbines can be installed onshore in windy regions.3°
Another utility explained that, overall, it had projects covering all wind classes.40
From a demand side point of view, it therefore appears that a further sub-
segmentation according to wind classes in not appropriate.

Finally, if such segmentation were found, it would ultimately equate to the
segmentation between the onshore and offshore wind turbine markets and is
therefore not necessary.

Power rating

As explained in paragraph 36 above, in the EEA, turbines of various power
ratings are competing against one another in each of the onshore and the offshore
markets.

Boundaries between different power outputs are blurred. Even if project
characteristics may favour one turbine size over others, in general there is
substitution between the wind turbines in nearby power ratings.4? In addition,
each wind turbine OEM offers wind turbines of different outputs for onshore
projects. However, offshore competitive dynamics result in the continuous
development of bigger turbines. Therefore, a clear-cut segmentation by power
rating cannot be found.

Finally, if such segmentation were found, it would ultimately equate to the
segmentation between the onshore and offshore wind turbine markets and is
therefore not necessary.

Frequency standard

Wind turbine design is not materially different depending on whether a turbine is
installed in a 50 Hz or 60 Hz country. The blades and all major components are
the same for a 50 Hz and a 60 Hz turbine.42

It can therefore be concluded from the market investigation that the two
downstream product markets are the markets for the manufacturing and supply of
onshore and of offshore wind turbines.

38 Non-confidential minutes of a call with a customer, 29.09.2016, paragraphs 8-10.
39 Non-confidential minutes of a call with a customer, 20.10.2016, paragraph 5.

40 Non-confidential minutes of a call with a customer, 14.10.2016, paragraph 6.

41 Form CO, paragraph 287.

42 Form CO, paragraph 292.
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Geographic market definition
Manufacturing of blades (upstream)
View of the Notifying Party

The Notifying Party submits that the market for blades is at least EEA-wide, with
significant imports from Turkey and Asia. Customer preferences and technical
and environmental requirements relating to different blades are similar worldwide
and across the EEA, with the exception of certain local requirements in Brazil,
Russia, Canada and Iran.

Commission's assessment

While a majority of wind turbine OEMs do not exclude sourcing blades for the
turbines they install in the EEA from production locations outside the EEA,*3 the
market investigation demonstrated that distance is an important factor for the
wind turbine OEMs to decide from where to source blades. Wind turbine OEMs
balance labour costs, transportation costs and local content requirements and, in
general, this results in a preference for EEA-based blade producers.#4 Overall,
wind turbine OEMs only source a limited number of blades outside the EEA.45 In
such cases, those blades usually originate from plants located in Turkey or
China.#¢  Such imports from outside the EEA are usually made from
manufacturing plants owned by EEA-based blade manufacturers. Certain wind
turbine OEMs have qualified, are in the process of qualifying or already tried to
source blades from Chinese blade manufacturers, but the experience is limited at
this stage.

The market investigation suggests that, for the purposes of this case, the
geographic market for the manufacturing of blades is likely not broader than the
EEA. This reflects the fact that, for a wind turbine OEM, sourcing blades from
outside the EEA is generally an inferior alternative to an EEA based blade
supplier.

The Commission considers that the exact geographic market definition can be left
open, since the Transaction will not give rise to serious doubts as to its
compatibility with the internal market irrespective of the geographic market
definition retained.

43 Non-confidential replies to question 17 of Questionnaire 1 - Customers.
44 Non-confidential replies to questions 16, 16.1, and 18 of Questionnaire 1 - Customers.
45 Non-confidential replies to question 18. of Questionnaire 1 - Customers.

46 For instance, but this is not limited to this player, a competitor currently "ships blades from China all
over the world", Non-confidential minutes of a call with a competitor, 23.11.2016, paragraph 19.
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Manufacturing of wind turbines (downstream)
View of the Notifying Party

The Notifying Party submits that both the onshore and offshore markets for the
supply and manufacturing of wind turbines are at least EEA-wide. Technical
requirements, customer preferences, prices and environmental requirements
relating to different types of wind turbines are similar across the EEA and
worldwide, and wind farm construction or operation firms source wind turbines
from across Europe and even from outside Europe.

Commission decision making practice

In GE Energy/Converteam,*” the market investigation broadly confirmed
competition for the supply of wind turbines was found to be at least EEA-wide,
but left the exact market definition open. More recently, in Siemens/Gamesa,*8 the
Commission considered the geographic market for the manufacturing and supply
of onshore and of offshore wind turbines to be no wider than the EEA.

Commission's assessment

The market investigation suggests that the geographic market for wind turbine
manufacturing is likely no broader than the EEA.

From a demand-side point of view, a customer explained that transportation "is
also a cost and a risk factor. Having the turbines assembled close to the project
reduces such a risk."49 Furthermore, customers of wind turbines also require
suppliers to be located in the vicinity of the project for servicing purposes.s°
Closeness to the site is essential, as was indicated by a wind turbine OEM:
"[1Jocal presence in a country gives a supplier a competitive advantage as well as
for the execution of the wind farm projects and the estimation of the related costs
as for the provision of service for the wind farm within the operation phase."s! As
a result, developers of wind farms in the EEA invite to tenders wind turbine
suppliers that are located within the EEA.

From a supply-side point of view, all suppliers of wind turbines have a base in the
EEA from which they serve EEA projects. Although they may source different
components of the turbines, including blades, towers and nacelles, from
manufacturing sites located worldwide, assembly is carried out in the EEA as
close as possible to the wind farm in order to avoid logistical challenges and to
lower the transportation costs. A distinction has "to be made between

47 Case COMP/M.6222 — GE Energy/Converteam (2011), paragraph 79.

48 Case COMP/M.8134 — Siemens/Gamesa (2017), paragraph 44.

49 Non-confidential minutes of a call with a customer, 21.10.2016, paragraph 12.
50 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 21.
51 Non-confidential minutes of a call with a customer, 11.10.2016, paragraph 22.
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3.2.3.

(59)

3.3.1

(60)

manufacturing and assembly of wind turbines. While sourcing turbines'
components can be done globally, the assembly factories are not global, but at
most regional. Many of them are located in Germany or in Denmark. It is not
absolutely necessary to win a tender to have a local site of assembly for a
supplier. However, it is definitely preferred to be able to assemble the turbines in
the EEA, for European projects [...]."52

In Siemens/Gamesa, the Commission found that all EEA wind turbine suppliers
effectively competed and were awarded tenders everywhere in the EEA
regardless of where exactly their facilities were located. All suppliers have the
capabilities to deploy servicing teams close to the sites from their bases within the
EEA.

In light of the above, the market investigation suggests that the geographic scope
for the markets for the manufacturing and supply of onshore and of offshore wind
turbines are likely EEA-wide. Transportation costs are more crucial for onshore
turbines given the complexities of transporting large turbines by road instead of
shipping them by sea to the offshore site. As explained by a customer: “there are
no differences between onshore and offshore requirements — it is clearly
advantageous to produce the large components close to the site.">3 On the other
hand, offshore sites require a nearby team for servicing the installed turbines than
for onshore sites, due to the difficulty of access.

The Commission considers that it can be left open whether the scope of the
market should be wider than the EEA, since the Transaction will not give rise to
serious doubts as to its compatibility with the internal market irrespective of the
market definition retained.

Conclusion

The Commission considers the narrowest relevant markets are the supply of
blades in the EEA (upstream), the EEA-wide market for the manufacturing and
supply of onshore wind turbines and the EEA-wide market for the manufacturing
and supply of offshore wind turbines (downstream).

3.3. Servicing of blades and wind turbines

Servicing of blades
View of the Notifying Party

The Notifying Party submits that GE and LM do not overlap with respect to
servicing blades. GE only provides servicing with respect to wind turbines and
subcontracts any blade servicing that may fall within the scope of servicing its

52 Non-confidential minutes of a call with a customer, 21.10.2016, paragraph 11.
53 Non-confidential minutes of a call with a customer, 21.10.2016, paragraph 11.
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turbines. LM provides blade servicing only for its own blades, and does not
compete on the merchant market for blade servicing.5

The Notifying Party argues that, while the replacement of blades could constitute
a distinct market from the repairing of blades, this aspect of market definition can
be left open because it does not in any case affect the outcome of the competition
analysis.

The Notifying Party argues that the geographic scope of the market for blade
servicing can be at an EEA level, or even a global level .55

Finally, the Notifying Party submits that, due to the lack of overlap and, in any
case, LM's low market share, the Transaction does not give rise to an affected
market with respect to blade servicing.

Commission's assessment

Wind turbine blades are typically designed for a lifetime of approximately 20
years. Normally, during that time, minimal maintenance and repairs are requested
for blades.>8 Replacement of blades may also occur, although very rarely (usually
due to components failure or accidents).

The market investigation suggested that independent service providers ("ISPs")
can provide maintenance services for blades, but that blade replacement is more
complicated.5” In addition, the market investigation has confirmed that
replacement of blades is far rarer than servicing, and may not ever take place
during the lifetime of a wind turbine.8

LM provides servicing and eventual replacement for its own blades but does not
compete for after-sales service contracts for blades.>® In 2015, LM's annual
revenues from O&M services for blades amounted to less than [...]% of its
turnover.60 Accordingly, its estimated market share is [0-5]%.61 LM is
contractually bound to supply these services with regard to its own blades.

With respect to the geographic market for blade servicing, the Commission has
not in the past analysed wind turbine blade servicing. The market investigation

54 Form CO, paragraphs 598-599.

55 Form CO, paragraph 597.

56 Form CO, paragraph 581 and non-confidential minutes of calls with customers, 28.11.2016 and
01.12.2016.

57 Non-confidential minutes of a call with a customer, 28.11.2016.

58 Form CO, paragraph 595. See also non-confidential minutes of calls with customers, 28.11.2016,
01.12.2016, and 23.11.2016.

59 Form CO, paragraph 587.

60  Revenues amounted to only EUR [...].

61 Form CO, paragraph 589.
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(68)

3.3.2.

(69)

(70)

(71)

demonstrated that various manufacturers and customers use a number of different
models with respect to blade servicing (e.g., provided by blade manufacturer,
provided by an independent service provider, provided in-house, etc.)®2 As noted
in section 3.2.1 above, blade manufacturers located outside of the EEA may be a
less attractive alternative to customers in the EEA. In addition, in the case of
replacement, the same transportation considerations noted in section 3.2.1 for new
blades would likely apply to replacement blades. As a result, the geographic
scope of the market for blade servicing is likely not broader than the EEA.

Having regard to the foregoing, the Commission leaves open the question of
whether or not the replacement of blades and the provision of O&M services for
blades constitute distinct markets, because the Commission's conclusions remain
unchanged irrespective of the product market definition retained. In addition, the
Commission leaves open the geographic scope of blade servicing because the
Commission's conclusions remain unchanged irrespective of the geographic
market definition retained. In any case, the Commission considers that the Parties
do not overlap with respect to the replacement of blades and to the provision of
O&M services for blades. Accordingly, the Commission considers that the
Transaction does not result in one or more affected markets in this area and will
not be analysed further.

Servicing of wind turbines
View of the Notifying Party

The Notifying Party submits that GE and LM do not overlap with respect to the
servicing of wind turbines. The Notifying Party does not provide a view with
respect to the geographic scope of the market.

Commission's assessment

Wind turbine OEMs typically provide operation and maintenance ("O&M™)
services for a turbine while it is under warranty, including blade servicing® which
can be provided directly by the wind turbine OEM or subcontracted.54 A turbine
warranty generally ranges from two to five years, depending on the onshore or
offshore market.5> As noted in the previous section, GE does not provide blade
servicing.

Once a turbine is off warranty, the customer may then (i) choose to retain the
OEM as the service provider, (ii) perform servicing in-house, or (iii) contract with

62 Non-confidential replies to question 56 of Questionnaire 1 — Customers.

63 Form CO, paragraph 586. See also non-confidential minutes of a call with a customer, 01.12.2016.
64 Form CO, paragraph 586.

65 Form CO, footnote 208.
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(73)

(74)

4.1.

(75)

(76)

4.1.1.

an ISP such as Availon, Deutsch Windtechnik Service GmBH and Global Energy
Service.6

GE provides servicing of its own wind turbines but does not compete on the
merchant market for servicing of wind turbines. LM does not provide wind
turbine servicing.

With respect to the geographic scope of servicing for onshore and offshore wind
turbines, the market investigation demonstrated that at least part of the servicing
aspect involves visual inspections,%” which would therefore have to be done on
site. In addition, as noted in section 3.2.1 above, it is important for offshore
servicing to be done from a base close to the wind farm. Accordingly, the
geographic scope of the market is likely no broader than the EEA.

Having regard to the foregoing, the Commission considers that the Parties do not
overlap with respect to the servicing of wind turbines. Accordingly, the
Commission leaves open the product market definition and geographic scope of
the market, and considers that the Transaction does not result in an affected
market in this area and will not be analysed further.

COMPETITIVE ASSESSMENT

Introduction: the wind industry

The Transaction concerns the vertical integration of a wind turbine manufacturer,
GE, with an upstream supplier of blades for wind turbines, LM.

The wind turbine industry presents certain distinctive features that affect its
competitive dynamics and therefore must be taken into account in the assessment
of the effects of the proposed Transaction. The distinctive features relevant to this
case concern in particular (i) the design, production process and sourcing
possibilities; (ii) the certification requirements; and (iii) switching possibilities
between blade suppliers.

Design, production process and sourcing possibilities

4.1.1.1. Design, production process and sourcing possibilities for
blades

Design and manufacture of blades

66 Form CO, paragraph 585.
67 Non-confidential replies to question 55 of Questionnaire 1 — Customers.
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(78)

(79)

(80)

(81)

(82)

(83)

Blade production includes several stages, which can be summarised as follows:
design and engineering, choice of materials, tooling and construction, prototyping
and certification.

Once a complete design is available, building a blade is a relatively straight-
forward process that is nonetheless labour intensive and requires significant
factory floor space.

Blade construction typically follows a four stage process. First, the manufacturer
builds or sources all prefabricated sub-components of the blade. Second, blade
shells are created, by inserting the glass or carbon fibre blade material into the
mould, installing the prefabricated components manufactured during stage one,
infusing the resin into the fibre, and curing the resin in the fibre. Third, the
internal structure of the blade is attached to the blade shell and the two blade
shells are bonded together. Following a curing process, the blade is removed from
the mould. Finally, the manufacturer trims, sands, and potentially paints the blade.

After this process, mechanical components are further assembled and the blade is
then weighted and balanced before being delivered to the customer. The cycle
time for this four-step process is approximately one to two weeks.

Different types of blades

The ownership of the intellectual property ("IP") rights attached to the design,
build-to-print, build-to-spec and standard blades can be distinguished based on
whether or not a blade is designed for a specific turbine.

For the "build-to-print” model, the blade is typically custom-made to a design
supplied by the OEM (the OEM either generates the design in-house or procures
it from an independent design and engineering supplier). With the approval of the
OEM, the blade manufacturer sources and installs the mould at a manufacturing
location, produces a prototype and conducts testing in order to obtain blade
component certification. The blade then goes into serial manufacturing. Under
this model, the blade manufacturers develop and own the production process, but
not the IP or the design for the blade itself or the tooling used, which are owned
by the wind turbine OEM. The OEM hence can use the same design blueprint to
manufacture blades with different blade manufacturers.8

For the "build-to-spec” model, the OEM outsources the production to a
manufacturer that also has design and engineering capabilities, and requests the
manufacturer to design the blade according to specifications provided by the
OEM (e.g. weight, length, power performance, geometry, load envelope). The
manufacturer writes specifications and manufacturing work instructions, performs
an internal qualification process and tests the blade as part of qualification and

68 Form CO, paragraph 202.
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(84)

(85)

(86)

(87)

certification before proceeding with serial manufacturing of the blade. The OEM
shares the turbine background IP rights with the blade manufacturer as the design
process remains with the OEM, but any IP rights connected to the blade will
usually remain with the blade manufacturer. An OEM wishing to source the same
blade from a second manufacturer will therefore typically either need a license or
need to procure a different design blueprint.6?

Another model is for the turbine manufacturer to use standard blades that are not
designed specifically for its turbine model.”® Standard blades are available to a
large extent from various blade manufacturers.”> LM estimates that around [...]%
of its blade sales are based on standard blades.”2

In-house production vs outsourcing of blades

The market investigation confirmed the Notifying Party's claim?3 that the majority
of wind turbine manufacturers have in-house blade manufacturing capabilities.”
In 2015, approximately [70-80]% of total blade production for the EEA was
attributable to vertically integrated wind turbine OEMs: 100% of offshore blades
and [70-80]% of onshore blades were produced in-house.” Indeed some wind
turbine manufacturers produce all or almost all of their blades in-house.”® GE is
practically the last major turbine manufacturer without in-house blade production.

Outsourcing some of the production allows wind turbine manufacturers to have
more flexibility. Furthermore, a market participant suggested during the market
investigation that turbine OEMs turn to independent blade suppliers also for their
specific know-how and technological background.”” Some OEMs follow a multi-
sourcing strategy with regard to individual blade types.”

Manufacturing capacity for blades

The market investigation showed that the market for manufacturing and supply of
blades is not capacity constrained in the EEA. Indeed, the majority of customers

69 Form CO, paragraph 203.

70 Form CO, paragraphs 196-197.

1 Form CO, paragraph 200.

72 Form CO, paragraph 200.

73 Form CO, paragraph 99.

74 Non-confidential replies to question 9. of Questionnaire 1 - Customers.

75 Form CO, paragraph 100.

76 Non-confidential replies to question 9.1 of Questionnaire 1 — Customers and non-confidential minutes
of a conference call with a customer, 23.11.2016.

7T Non-confidential minutes of a conference call with a competitor, 30.11.2016.

78 Non-confidential minutes of a conference call with a customer, 24.11.2016 and with a competitor,
23.11.2016.
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indicated that the market is either balanced with regard to the supply and demand
or that there is overcapacity.”®

(88) Although manufacturing plants normally run close to full capacity,® capacity

expansion does not seem to be problematic. Some major wind turbine OEMs and
an independent blade supplier recently expanded their manufacturing capacity®!
and an independent blade manufacturer stated that "there is no major hurdle in
building a new plant".82

(89) The cost of expanding an existing plant was estimated around EUR 5-15 million

by a customer with in-house capabilities.83 The expansion takes approximately 6-
9 months.84

(90)  The cost of building a new plant is higher; it is estimated to be around EUR 20-50

million. The construction takes approximately 12-18 months.8>

4.1.1.2. Sourcing of wind turbines

(91) Customers of wind turbines generally organise tenders in order to select the wind

turbine to be installed in their projects, onshore or offshore. While the power
rating of the turbine is not typically specified in the tender, they will select the
turbine taking as a reference the lowest levelised cost of energy ("LCoE"),86
together with other parameters such as reliability, experience and sound
financials.

(92) Onshore, the selection is influenced by restriction on size or output of the wind

farm due to the proximity of populated areas. As a result, some projects will allow
for fewer larger turbines while others will have more turbines of a lower rating.

(93) Offshore, restrictions are generally on output, where projects are developed for a

certain overall energy production, therefore bigger turbines allowing for more
energy production with a smaller number of turbines installed are favoured.

79
80

81

82

83

84

85

86

Non-confidential replies to question 32 of Questionnaire 1 — Customers.

Non-confidential minutes of a conference call with customers, 23.11.2016, 24.11.2016, 01.12.2016
and with competitors, 30.11. 2016, 23.11.2016.
Form CO, paragraphs 102 and 508 and non-confidential minutes of a conference call with a
competitor, 30.11.2016 and with a customer, 01.12.2016.

Non-confidential minutes of a conference call with a competitor, 23.11.2016.

Non-confidential replies to question 30 of Questionnaire 1 — Customers.

Non-confidential replies to question 30 of Questionnaire 1 — Customers and non-confidential minutes
of a conference call with a competitor, 23.11.2016 and with a customer, 23.11.2016.

Non-confidential replies to question 30 of Questionnaire 1 — Customers and non-confidential minutes
of a conference call with a competitor, 23.11.2016, and with a customer, 23.11.2016.

The levelized cost of energy is the net cost of electricity per unit over the lifetime of the generating
asset.
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(94)

(95)

(96)

(97)

(98)

(99)

Certification requirements

After the final assembly, the newly designed blade has to be certified. First, the
mould is qualified by laser inspection in order to verify that its dimensions are
accurate.8” Second, the blades themselves are certified, both independently (test
blades) and mounted on a turbine (prototype blades).

The test blades undergo structural testing including static and fatigue testing, as
well as load testing. Furthermore, some wind turbine manufacturers such as GE
subject one blade to cut-up testing, examining cross-sections to check the
integrity of the product and the manufacturing process.88 The structural test can
be done by the blade manufacturer, the customer or by third party test centres.&

The prototype blade set runs on a prototype turbine for 6-9 months in order to
assess its performance.%0

After these tests, a "first piece qualification" set is manufactured and shipped to
the customer to demonstrate that the blade manufacturer is able to produce a
complete set of blades that meet all design and manufacturing criteria.®® The
blades can then be considered qualified by the wind turbine OEM, although the
pilot lot qualification set — already used on commercialised turbines — produces
additional data on the new blade design.®2

In addition, the newly designed blade is usually certified by third party agencies
such as Technischer Uberwachungsverein ("TUV") or DNV GL Renewables
Certification. These bodies test and certify the blades according to the IEC
standards to ensure safety and reliability throughout the lifetime of the blade. The
certification process takes place in parallel with the OEM qualification and
applies to all blades regardless of the location of the manufacturing facility.%3

The Notifying Party claims that the qualification process described above
typically takes around [...] months and that, if the wind turbine and blade
manufacturer have never worked together, the process can take slightly longer —

87 Form CO, paragraph 173.
88 Form CO, paragraph 176.

89 GE
176.

uses independent testing facilities including [List of testing facilities]. See Form CO, paragraph

90 Form CO, paragraph 175, non-confidential minutes of a conference call with a customer, 24.11.2016.
91 Form CO, paragraph 177.

92 Form CO, paragraph 178.

93 Form CO, paragraphs 180-185.
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(101)

(102)

4.1.3.

(103)

(104)

(105)

approximately [...]Jmonths.%4 In contrast, the market investigation indicated that
the certification can take longer, up to 18-24 months.%

As for existing blade designs the certification process is shorter. The Notifying
Party estimates this to be no more than [...] months when moving the production
to another supplier and [...Jmonths for standard blades.® This was confirmed by
an independent certifying agency, which stated that "if there is already a
component certificate for standard blades, it is only necessary to go through
minor steps, as controlling the interface, but the process is fast."9”

GE estimates the cost of blade qualification at around EUR [...] for the wind
turbine manufacturer (including, the supply of the test blades, testing, and
transportation to the test centre) and approximately EUR [...]-[...] for the blade
manufacturer.98

It should be noted however that the blades will be also assessed as a part of the
type certificate of the whole turbine.%®

Switching

The time required to switch blade suppliers depends on the type of blade in
question.

For build-to-print blades, the IP and the tooling of which remain with the wind
turbine manufacturers, the majority of customers confirmed the Notifying Party's
claim00 that switching is possible.101 After switching, the blade has to be re-
certified. However, as an independent certifying agency explained, "the new
blade produced by a different "build-to-print" manufacturer, based on the exact
same design, would only need an update of the relevant certification. For this it is
only required to undergo the production assessment step with at least one
inspection of the new manufacturing site."102

For build-to-spec blades, switching is more difficult, as it is the blade
manufacturer that owns the related IP rights and tooling. Therefore, switching
entails either licensing or a completely new design. If a new design is developed,

94 Form CO, paragraph 179.

95 Non-confidential minutes of a conference call with an independent certification agency, 14.02.2017
and non-confidential minutes of a conference call with a customer, 24.11.2016.

9 Form CO, paragraphs 186-187.

97 Non-confidential minutes of a conference call with an independent certification agency, 14.02.2017.

98 Form CO, footnote 74.

99 Non-confidential minutes of a conference call with an independent certifying agency, 14.02.2017 and
with a customer on 25.11.2016.

100 Form CO, paragraph 442.

101 Non-confidential replies to question 38.2 of Questionnaire 1 — Customers.

102 Non-confidential minutes of a conference call with an independent certifying agency, 14.02.2017.
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(106)

it has to undergo the qualification and certification process described above (see
section 4.1.2). A market participant indicated that "the length of the process
depends on the nature and extent of changes that must be made to the turbine as a
result of the blade change, if any. For example, if the gear or drivetrain designs
change following the blade change, or if the profile of the rotor or the weight and
the loading of the turbine change, then the recertification process will likely take
longer than if the new blade is virtually identical to the old one and/or if the
turbine design is substantially the same. If the new blade is virtually identical to
the old one and/or if the turbine design is substantially the same, the revised type
certification can be issued in few weeks. 103

As discussed in section 4.1.2, the certification of a new standard blade is a rather
straight-forward procedure, therefore switching can be done in a timely manner.

103 Non-confidential minutes of a conference call with an independent certifying agency, 14.02.2017.
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4.2. Market structure

4.2.1. Market structure of the merchant market for the supply of blades in the
EEA
Independent Merchant market | Share of merchant In-house Share of total
manufacturers production market production production
MW) production MW) (merchant + in-
house)
LM [...] [30-40]% [5-10]%
TPI [.-.] [30-40]% [5-10]%
Carbon Rotec [...] [10-20]% [0-5]1%
Euros [...] [5-10]% [0-5]1%
Sinoi [.-.] [5-101% [0-5]1%
Sub-total independents ... 100% [20-30]%
Turbine OEM:s _
Acciona/Nordex [...] [0-5]%
Enercon [...] [10-20]%
Gamesa (incl. Adwen) [ . ] [5-10]%
Senvion [...] [10-20]%
Siemens [...] [10-20]%
Vestas (incl. Vestas-MHI) [...] [20-30]%
GE (post-Transaction) [...] [0-5]%
Sub-total turbine OEMs [...] [70-80]%
TOTAL (MW) [..] 100%

Figure 1: Shares of EEA blade production (including imports) overall,

(2015)

Source: Form CO

(107)

onshore and offshore

On the EEA-wide merchant market for manufacturing and supply of blades five

companies are currently active,19* namely LM, TPI, Carbon Rotec, Euros!% and
Sinoi. As in 2015 no offshore blade was manufactured by independent suppliers,
the market shares are exclusively attributable to wind turbines for onshore

installation.

(108) Although LM is still the market leader, its market shares are declining while TPI
has become a stronger market player over the past few years. Indeed, LM's
market shares decreased [...] to [30-40]% in the last two years while TPI's
mcreased |[...] to [30-40]%.106

104 Tecsis exited the European market in 2015 (see Figure 10 of the Form CO).
105 Euros has been recently acquired by Senvion, see:
https://www.senvion.com/global/en/newsroom/press-releases/detail/senvion-acquires-euros-as-next-

step-of-its-product-strategy/ (Accessed on 08.03.2017).

106 Eorm CO., Figure 10.
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(109)

(110)

4.2.2.

(111)

In addition, the Notifying Party expects that more Chinese manufacturers will
supply the EEA market in the future.107

Although in-house production cannot be considered part of the blade merchant
market as the manufacturing is captive - wind turbine OEMs produce blades only
for their own manufacturing purposes - the Commission takes into consideration
the competitive effects of the fact that the majority of the blades are produced in-
house in the assessment of the merged entity's ability and incentive to engage in
foreclosure on the downstream markets of onshore and offshore manufacturing of
wind turbines.

Market structure of the market for the supply of wind turbines in the EEA
Onshore market for the supply of wind turbines in the EEA

The onshore market for wind turbines is rather fragmented. The most important
players onshore in the EEA are Vestas ([10-20]%), Nordex ([10-20]%) and
Senvion ([10-20]%). GE has a [5-10]% share and other players are present such
as Siemens or Enercon.

Orders Won — EEA —2013-2015 - Onshore

Wind Turbines

Volume (MW)

%

Nordex (Acciona)

[10-20]%

Gamesa/AREVA (AdWen)

[0-5]%

Siemens

[5-10]%

Vestas (MHI Vestas)

[10-20]%

Enercon

[0-5]%

Senvion

[10-20]%

Envision

[0-5]%

Suzlon

[0-5]%

Others

[40-50]%

GE

P B B B Pd P B P Pd d

[5-10]%

TOTAL DEMAND

100%

~
e

(112)

Figure 2: Shares of EEA wind turbine production onshore in the EEA for 2013-2015 by orders
won.
Source: Form CO

The Notifying Party has submitted market shares based on installation as well as
order intake. In view of the time lag between the award of a tender and its
mstallation the Commission takes the view that market shares based on order
intake reflect a more accurate picture of current competition on the market.
Nevertheless, the competitive assessment remains unchanged regardless of the
type of data considered.

107 Form CO. paragraph 498.
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(113)

The onshore market is also a mature market where wind turbines have reached
maximum sizes of rotor diameter up to 140m and power output up to 4MW due to
the restrictions resulting from closeness to populated areas, environmental
restrictions and others inherent to onshore projects. Given this stage of
development and the limitations in place the onshore market is characterized by

mcremental innovation and not the more disruptive innovation that characterizes
offshore.

Offshore market for the supply of wind turbines in the EEA

(114) The competitive landscape offshore in the EEA is more concentrated than
onshore, there are five wind turbines manufacturers active with Siemens and MHI
Vestas being the clear market leaders. In the period 2013-2015 GE's share of the
market is [5-10]% by order intake [GE order data].

Orders Won — EEA —2013-2015 - Offshore

Wind Turbines Volume (MW) %

Nordex (Acciona) [...] [0-5]%

Gamesa/AREVA (AdWen) [...] [5-10]%

Siemens [...] [60-70]%

Vestas (MHI Vestas) [ i ] [10-20]%

Enercon [...] [0-51%

Senvion [...] [5-10]%

Envision [...] [0-5]%

Suzlon [...] [0-5]%

Others [...] [0-51%

GE [...] [5-10]%

TOTAL DEMAND [..] 100%
Figure 3: Shares of EEA wind turbine production offshore in the EEA for 2013-2015 by orders
WOoI.
Source: Form CO

(115) Compared to the onshore market, the offshore market has not yet reached
maturity from a technological point of view. Competition on the offshore market
1s driven by both disruptive and incremental innovation. Wind turbine OEMs
keep improving their portfolios and offering bigger and bigger turbines in order to
reduce costs and lower the cost of energy of their customers. While onshore wind
turbines are not expected to grow significantly, offshore wind turbines are
expected to continue to increase in size and consequently in power output. This
was confirmed both by customers and competitors during the market
mvestigation.108

(116) Because of increased challenges in the offshore market, as described above (see

section 3.1.2), suppliers active in that environment are also highly sophisticated

108 Non-confidential minutes of conference calls with customers on 7.02.2017, 25.11.2016, 10.02.2017
and competitors on 9.02.2017 and 3.02.2017.
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4.3.

(117)

4.3.1.

(118)

(119)

and tend to have a closer control of the whole supply chain. As a result, all
offshore wind turbine suppliers manufacture blades for their offshore turbines in-
house, with the exception of GE. Senvion and Adwen both have manufacturing
capabilities in-house and manufactured their blades in-house. However Senvion
currently has a serial production agreement with LM and Adwen has developed a
blade with LM although no decision on serial production (in-house — on the basis
of an alternative design - or outsourced to LM) has been made.

Input foreclosure

According to the Commission's Non-Horizontal Merger Guidelines (the
"Guidelines"),109 a merger may result in foreclosure where actual or potential
rivals' access to supplies or markets is hampered or eliminated as a result of the
merger, thereby reducing these companies’ ability and incentive to compete. Such
foreclosure is regarded as anticompetitive where, as a result of the merger, the
merging companies, and possibly also some of its competitors, are able to
profitably increase the price charged to consumers. When assessing the likelihood
of such an anticompetitive input foreclosure scenario, the Commission examines
whether the merged entity would have the ability post-merger to foreclose access
to inputs, whether it would have the incentive to do so, and moreover, whether a
foreclosure strategy would have a significant detrimental effect in the downstream
market.

Ability

The Guidelines enumerate factors giving the merged entity the ability to foreclose
its downstream competitors: the existence of a significant degree of market power
upstream, the importance of the input and the absence of timely and effective
counter-strategies.

View of the Notifying Party

The Notifying Party argues that the merged entity would not have a significant
position in blade manufacturing, mainly because the majority of wind turbine
OEMs are already vertically integrated and produce blades in-house.110
Accordingly, the Notifying Party's position is that the merged entity will not have
upstream market power.

109 Guidelines on the assessment of non-horizontal mergers under the Council Regulation on the control
of concentrations between undertakings, adopted on 28 November 2007, OJ C265/6 of 18.10.2008,

p.6.

110 Form CO, paragraphs 341-342.
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(121)

(122)

(123)

(124)

The Notifying Party further argues that alternative sources of supply (including
in-sourcing) are available, and that wind turbine OEMSs can switch to such
alternatives in a timely and cost-efficient way.111

Finally, the Notifying Party argues that wind turbine OEMs that source blades
from LM have "effective and timely counter-strategies” to thwart attempted
foreclosure by the merged entity post-Transaction. In particular, the Notifying
Party highlights that long lead time between orders and deliveries of turbines
allow wind turbine OEMs to "identify and fully develop a new source of supply
before its ultimate sales [are] negatively affected™.112

Commission's assessment

LM appears to have limited market power upstream due to the prevalence of in-
sourcing, relatively low market shares, and the presence of multiple competitors.
Based on information provided by the Notifying Party, in 2015, [70-80]% of total
blade production in the EEA for onshore use was conducted in-house by
vertically integrated wind turbine OEMSs.113 The Notifying Party indicates that
vertically integrated wind turbine manufacturers' in-house capacity is not used to
supply competing wind turbine OEMSs.114

In 2015, LM produced [10-20]% of the blades for onshore wind turbines.115 In
terms of installed base, LM's share of the current installed base of onshore blades
in the EEA is [10-20]%, excluding blades installed in GE wind turbines. In the
same period, [LM's production volume] offshore blades, and [...] 100% of the
blades used offshore were produced in-house by vertically integrated wind turbine
OEMs.116

There are multiple competitors to LM on the upstream market for the
manufacturing and supply of blades. Blade manufacturers with a manufacturing
presence in the EEA include TPI, Carbon Rotec and Sinoi. Some of the major
EEA blade manufacturers have confirmed that they either have additional
available capacity or consider that it would not be difficult to cover additional
demand for blades.117

11 In particular, the Notifying Party submits that there are contractual mechanisms available to customers
that would allow them to switch away from LM should there be a material breach that is not remedied.
As well, the Notifying Party submits that the IP rights associated with a standard blade cannot be used
to block switching, because blade geometry and structural designs are widely available.

112 Form CO, paragraph 342.

113 Form CO, paragraph 100.

114 Form CO, paragraph 316.

115 Form CO, paragraph 321.

116 Form CO, paragraph 315.

117 Non-confidential minutes of calls with competitors, 23.11.2016 and 30.11.2016.

27



(125)

(126)

(127)
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Nevertheless, the Commission considers that, for the purposes of this case, it is
relevant to conduct an analysis for each downstream wind turbine OEM because,
as described above in section 4.1.1.1, different blade sourcing processes (build-to-
print, build-to-spec and standard blades) lead to different levels of control by the
OEM over the rights necessary to effectively switch suppliers or to move
production in-house.

Post-Transaction, the merged entity's ability to foreclose competing wind turbine
OEMs will depend on each OEM's in-house blade manufacturing capacity,
sourcing strategy, relationship with LM and relationships with other blade
manufacturers. The merged entity will have no ability to foreclose wind turbine
OEMs with no blade supply relationship with LM. Wind turbine OEMs with a
build-to-print or standard blade supply relationship with LM, but with a multi-
sourcing strategy (either from other third party manufacturers or using in-house
capacity), or a single-source, build-to-print strategy, would likely be able to
counter any attempts at input foreclosure by the merged entity. Those wind
turbine OEMs that single-source build-to-spec or standard blades from LM and
have no in-house manufacturing capacity or other alternatives are likely
dependent on LM for their blade supply, and the merged entity would likely have
the ability to foreclose them post-Transaction. The competitive position of each
wind turbine OEMs with regard to these elements will be analysed in turn.

4.3.1.1. Some wind turbine OEMs produce all their blades in-house
or source from other suppliers than LM

Enercon

Enercon indicated in the course of the market investigation that it already in-
sources all of its blades and has no plans to outsource the supply of blades in the
future.11® Therefore, the Commission considers that the Transaction will not give
the merged entity any ability to foreclose it on any affected market.

Vestas

Vestas manufactures approximately two thirds of its blade requirements in-house.
For the remaining requirements, it outsources to third party blade manufacturers.
It currently has no blade sourcing relationship with LM.11° Therefore, the
Commission considers that the Transaction will not give the merged entity any
ability to foreclose Vestas on any affected market.

118 Non-confidential minutes of a call with a customer, 23.11.2016.
119 Non-confidential minutes of a call with a customer, 01.12.2016.
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4.3.1.2. Some wind turbine OEMSs source partly, but are not
dependent, from LM
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Nordex

Nordex sources a small part of its blade requirements from LM for use in the
EEA. The blades sourced from LM are standard blades. The remaining blade
requirements are met either by in-house production or by build-to-print blades
from third party suppliers such as TPI, Carbon Rotec or Aeris. Nordex currently
has a multi-sourcing strategy.120

In the past, Nordex has expanded its blade manufacturing facilities multiple times
to accommodate changes in blade design. In the course of the market
investigation, it advised that such expansion generally takes place in parallel with
the production of a new blade mould. Overall, it considers that it has sufficient
capacity for its current turbine models and that expansion of facilities is "not a
major issue".121 As noted in section 4.1.3 above, switching to a standard blade
from another third party blade manufacturer is not onerous based on the
information obtained in the market investigation.

In light of the above, the Commission considers that, because Nordex maintains a
multi-sourcing strategy, and for the standard blades procured from LM it has
proven alternatives such as in-house production to counter an attempt at
foreclosure, the Transaction will not give the merged entity any ability to
foreclose Nordex on any affected market.

Gamesal2?

Gamesa produces blades in-house, but also sources from third party blade
manufacturers including LM. If LM were to stop production, Gamesa would
retain ownership of the moulds, but would not own all of the IP rights to produce
these blades in-house or outsource their production to another blade
manufacturer.123 Also, Gamesa indicated that it would take two to three years to
switch production from LM to in-house facilities or third party suppliers.124

However, Gamesa has a multi-sourcing strategy for each of its turbines.
According to Gamesa, "[e]very Gamesa turbine has two type certificates, one
with the LM blades design and another one with Gamesa's own design and then
manufactured either in-house or by a third party.”

120 Non-confidential minutes of a call with a customer, 01.12.2016.

121 Non-confidential minutes of a call with a customer, 01.12.2016.

122 0On 13 March 2017, the Commission cleared Siemens' proposed acquisition of Gamesa, including its
subsidiary Adwen, see Case COMP/M.8134 — Siemens/Gamesa. For the purposes of clarity, this
section relates solely to the onshore business of Gamesa. The competitive position of Adwen, a
subsidiary of Gamesa that produces offshore wind turbines, is dealt with separately below.

123 Non-confidential minutes of a call with a customer, 24.11.2016.
124 Non-confidential minutes of a call with a customer, 24.11.2016.

30



(134)

(135)

(136)

(137)

(138)

(139)

In light of the foregoing, the Commission considers that the Transaction will not
give the merged entity the ability to foreclose Gamesa on any affected market.

Siemens

Siemens manufactures the majority of its blades in-house. It has production
capacity both within and outside the EEA. In the course of the market
investigation, Siemens advised that it has the possibility of increasing capacity,
including introducing more shifts, expanding an existing plant or building a new
plant. In fact, Siemens is currently expanding a plant in China and building a new
one in Morocco. It also has plans to build a plant in Egypt.125

However, Siemens has also contracted with LM for blade supply. Siemens retains
ownership of the mould, but LM owns the IP rights associated with the blade. As
a result, "although Siemens owns the mould, it is not allowed to use it."126

Siemens' contract with LM for the above-mentioned blade contains provisions
that [...].127[...].128 [protect Siemens from the risk of foreclosure].12°

In light of the foregoing, the Commission considers that the Transaction will not
give the merged entity any ability to foreclose Siemens on any affected market.

4.3.1.3. Some wind turbine OEMSs are dependent on LM for the
supply of certain specific blades

Senvion

In the course of the market investigation, Senvion indicated that it single-sources
three blade models from LM for use in onshore turbines sold outside of the EEA.
It further indicated that it sources 100% of its blade requirements for a fourth
onshore turbine from LM, and that this blade is designed for and only used in this
turbine.130 Senvion is considering launching on the EEA market two of the three
turbines for which LM supplies blades. These turbines are already certified for the
EEA market. For all of the aforementioned blades, if post-Transaction the merged
entity were to stop supplying Senvion, the latter would have the option to produce
them in-house or to outsource their production to another supplier. In the past,
Senvion has switched from outsourced supply with LM to in-house

125 Non-confidential minutes of a call with a customer, 28.11.2016.

126 Non-confidential minutes of a call with a customer, 28.11.2016.

127 Form CO, Confidential annex 6.D.3, "Siemens Master Purchase Agreement" dated [date of
agreement], article 28.3.

128 Form CO, Confidential annex 6.D.3, "Siemens Master Purchase Agreement" dated [date of
agreement], articles 8 and 13, annexes 2 and 8.

129 Form CO, Confidential annex 6.D.3, "Siemens Master Purchase Agreement” dated [date of
agreement], section 24.

130 Non-confidential minutes of a call with a customer, 31.01.2017.
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manufacturing.131 To the extent that the designs are already certified, switching
would likely be feasible in a timely and effective manner, as described in the
results of the market investigation contained in section 4.1.3. Senvion also
sources from LM a blade for an offshore turbine (6MW-126m). However, it has
developed an in-house alternative to this blade and has also developed an in-
house longer blade version for the same turbine (6MW-152m).132 The
Commission understand that this latter turbine is a more powerful version of the
turbine that mounts the blades produced by LM.133 As the market is moving
towards bigger and more powerful turbines the Commission considers that this
latter model would be more relevant for future serial installation. Also, the
pending orders for LM blades are [details on orders].134

Senvion recently acquired Euros, a blade designer and manufacturer based in the
EEA. It explained its rationale for the acquisition as seeking to benefit from
Euros' research and development capacity and its capability to deliver moulds for
blade production.13 Therefore, while Senvion already has blade production
capacity, it will increase such production capacity by acquiring Euros.

The Commission considers that Senvion is currently dependent on LM for the
supply of some blades for certain onshore turbine models. However, Senvion has
proven its ability to switch to in-house supply in the past. In addition, Senvion has
not raised a concern that attempted foreclosure by the merged entity would cause
it to reconsider its product launch planning. Given that the relevant turbines are
not currently sold in the EEA and that Senvion is vertically integrated with a
recently-expanded in-house blade development and manufacturing capacity,36
the Commission considers that the merged entity would have limited ability to
foreclose Senvion on any affected market.

Adwen137

Adwen, a wholly-owned subsidiary of Gamesa, offers two offshore wind turbines
in the EEA: the AD5-135 with power output of 5SMW and rotor diameter of 135,
and the AD8-180, with 8MW power output and 180m rotor diameter.

131 Non-confidential minutes of a call with a customer, 31.01.2017.

132 Non-confidential minutes of a call with a customer, 03.02.2017.

133 “Larger turbine, higher yield: our 6.2M152 makes offshore power even more economical. Based on
the tried-and-tested 6.2M126, our engineers have optimised the gearbox, rotor and machine carrier so
that the offshore turbine now delivers up to 20 per cent more yield at a wind speed of 9.5 m/s. With a
rotor diameter of 152 metres, the 6.2M152 heralds a new era of offshore power generation.” Source
https://www.senvion.com/global/en/wind-energy-solutions/wind-turbines/6xm/62m152/ (Accessed on

15.03.2017).
134 Form CO, paragraph 354.
135 Non-confidential minutes of a call with a customer, 31.01.2017.
136 See: "EUROS Company", http://www.euros.de/en/company html (Accessed on 07.03.2017).

137 On 13.03.2017, the Commission cleared Siemens' proposed acquisition of Gamesa, including its
subsidiary Adwen, see Case COMP/M.8134 — Siemens/Gamesa.
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Adwen currently in-sources the blades for its 5SMW offshore turbine, which is the
only model of turbine that is currently under serial production. However, it has
agreed to a supply arrangement with LM for the supply of a mould and a
prototype blade set for its upcoming 8MW offshore turbine.138

While it also has an internal design for a blade for this turbine, it cannot substitute
the internally designed blade for LM's blade in those current projects for which it
is bidding or has won and that have installation dates that are within a short
period of time, because this would cause delays to these projects.13 In the course
of the market investigation, Adwen indicated that it does not have the
manufacturing capacity for this type of blade and there are no alternative
independent suppliers that could manufacture it.

Accordingly, the Commission considers that Adwen in the short run will be
dependent on LM for the supply of blades for its 8MW turbine, and has no timely
or effective counter-strategy to prevent the merged entity from engaging in
foreclosure post-Transaction. As a result, the Commission considers that the
merged entity will have the ability to foreclose Adwen post-Transaction with
respect to the supply of blades for its SMW offshore wind turbine.

In the course of the market investigation, Adwen indicated that it is still
negotiating the terms of its supply agreement with LM. As a result, it raised the
concern that, post-Transaction, it may obtain less favourable commercial terms. It
also raised the concern that the facility in which the blades will be produced could
be subject to unfair capacity allocation practices by the merged entity, and that
GE - a downstream competitor — may have access to its commercially sensitive
business information.140

The Notifying Party informed the Commission that LM [details on commercial
relationship with Adwen].141 142

Having regard to the foregoing, the Commission considers that the merged entity
will have an incentive to [continue commercial relationship with Adwen].
Furthermore, the Commission considers that LM [has demonstrated] its continued
willingness to supply blades to Adwen post-Transaction, and [...] support this
position. However, as to the merged entity's ability to foreclose Adwen, it is to be
emphasised that [it is not entirely eliminated].

138 Non-confidential minutes of a call with a customer, 24.11.2016.

139 Non-confidential minutes of a call with a customer, 24.11.2016. See also section 4.1.3 for more
information about the lead time for switching blades.

140 Non-confidential minutes of a call with a customer, 24.11.2016.

141 Submissions of the Notifying Party 23.02.2016 and 25.02.2016.

142 Sypmission of the Notifying Party, 07.03.2017. These provisions include [details on customer
relationship].
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In light of the above, the Commission considers that LM would have the ability to
foreclose Adwen post-Transaction until [...].

Smaller customers

There are a number of small onshore wind turbine manufacturers that have no in-
house blade manufacturing or design capacity and that rely solely on LM for
blades. These customers of LM procure standard blade models. One of them
indicated during the market investigation that LM owns both the mould and the IP
for these blades.143

At least one of these customers considers that it has no alternatives to blade
supply from LM. It considers that "[m]anufacturing rotor blades is extremely
expensive" and that it "does not have the resources to manufacture own
blades."144 In any case, it replied during the market investigation that, even if it
were to consider manufacturing blades, there were a number of elements
(equipment and know-how) that it would have to acquire in order to develop any
in-house blade manufacturing capability.145

One smaller turbine manufacturer considers that it would take 2 years to certify
its turbines with a new blade should LM stop supplying it.146 However, the
Commission's market investigation indicated shorter timelines for switching to
another standard blade from another manufacturer, as described in section 4.1.3
above.

One small turbine manufacturer summarized as follows its dependence on LM:
"[they] are fully depending on LM because there in-house experience and ability
to make blades as a standard product based on LM designs. It is very difficult for
relative small turbine EOM to compete with big players when they need to make
and prodcue there own blade technology."147

In light of the foregoing, the Commission considers that smaller turbine
manufacturers that procure standard blades from LM and that have no in-house
blade manufacturing capacity are currently dependent on LM for the supply of
blades. As a result, the Commission considers that the merged entity likely will
have the ability to foreclose these types of smaller customers post-Transaction.

143 Non-confidential reply to question 5 of Questionnaire 1 — Customers.
144 Non-confidential reply to question 9.1 of Questionnaire 1 — Customers.
145 Non-confidential reply to question 10.1 of Questionnaire 1 — Customers.
146 Non-confidential reply to question 42 of Questionnaire 1 — Customers.
147 Non-confidential reply to question 27.1 of Questionnaire 1 — Customers.

34



(155)

(156)

4.3.2.

(157)

Conclusion on ability

Based on the reasoning above, the Commission considers that the merged entity
would not have the ability to foreclose Enercon, Vestas, Nordex, Siemens and
Gamesa.

The merged entity would only have some ability to foreclose Senvion in relation
to certain specific onshore blades and it would likely have the ability to foreclose
Adwen's BMW offshore turbine at least in the short term. In addition, the merged
entity would have the ability to foreclose smaller customers that rely solely on
LM for standard blades.

Incentives

According to the Guidelines the assessment of the merged entity's incentive to
foreclose its downstream competitors requires the analysis of the overall
profitability of the input foreclosure strategy. This analysis considers the profits
that the merged entity obtains upstream and downstream, the extent to which
downstream demand can be diverted from the foreclosed competitors to the
merged entity and the extent to which the merged entity might benefit from the
higher downstream prices that result from the strategy to raise rivals' costs.

4.3.2.1. Onshore

(158)

(159)

(160)

View of the Notifying Party

The Notifying Party submits that the merged entity would have no incentive to
foreclose its downstream competitors post-merger in the onshore market.

The Notifying Party argues that the documents analysing the synergies expected
from the Transaction show that losing current LM customers would lead to
[amount estimate] margin losses on blades. The Notifying Party further argues
that it could only partly mitigate these losses by insourcing to LM [amount
estimate] of GE's blades requirement currently sourced from third parties.
However, this insourcing would free up capacity with the other independent blade
manufacturers to the benefit of GE's downstream competitors, which would
effectively undermine the attempt to foreclose them.148

The Notifying Party also submitted an assessment on the incentive to foreclose
based on the profitability analysis of a hypothetical foreclosure strategy. This
analysis compares the (lost) margins realized on the upstream sales of blades to
the (gained) margin realized on the downstream sales of turbine recaptured from

148 Form CO, paragraphs 524-529.
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rivals, taking into account the estimated proportion of rivals' sales the merged
entity could expect to recapture.149

The Notifying Party estimates that the downstream unitary margin obtained from
the sale of a wind turbine is about [higher] the unitary margin obtained from the
sale of a blade set. Since each turbine corresponds to a single blade set, this
implies that, for every percentage point of upstream onshore market share forgone
by the merged entity due to reduced blade supply, it would need to recapture
more than [...]percentage points of downstream share to offset the lost upstream
margin. Hence, the foreclosure strategy would be profitable only if the merged
entity could recapture more than [...]% of the sales lost by its rivals.150

According to the Notifying Party, this recapture rate likely would not be
achievable given that: i) only [0-20]% of turbines sold downstream have LM
blades installed (implying that [80-100]% of the EEA onshore market would not
be affected by the possible foreclosure strategy); and ii) that the downstream
market share of GE's onshore turbines in the EEA amounts to [10-20]% in 2016
and [5-10]% in 2015 (in terms of orders won). Hence, the Notifying Party
considers that any possible foreclosure strategy would rather lead to an advantage
for the EEA onshore market leaders.151

Further, the Notifying Party also argues that the possible foreclosure strategy,
even in the case of complete input foreclosure, would not have a material impact
on downstream prices given the small share of affected sales. Hence, downstream
prices, and consequently margins for the merged entity, are not expected to
significantly differ from the current margins. Rather, prices [have declined] in the
recent years (when downstream turbine prices have recently seen a year on year
[...]% decline).152

Finally, the Notifying Party notes that its profitability analysis does not consider
the impact of the long term contracts in place, the penalties and damages that the
merged entity would incur if it failed to deliver and the minimum service revenue
related to the sale of blades. All these elements, if taken into consideration, would
further increase the losses of a possible foreclosure attempt.153

The Commission's assessment

The Commission has reviewed the internal documents and the analysis submitted
by the Notifying Party, the evidence collected in the market investigation and has
further conducted its own analysis.

149 Form CO, paragraphs 530-538.
150 Form CO, paragraph 536.
151 Form CO, paragraphs 540-541.
152 Form CO, paragraph 543.
153 Form CO, paragraph 537.
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On this basis, the Commission considers that the Notifying Party has sufficiently
demonstrated that any losses arising from a possible strategy of input foreclosure
would likely outweigh the gains that the merged entity might expect from this
strategy. This holds for the current competitive scenario and for the scenario that
could be expected to prevail in the following years after the Transaction. The
Commission also notes that this analysis is consistent with the evidence found in
the GE and LM's internal documents.154 This evidence shows that: i) [GE analysis
of potential effects]. These elements support the view that input foreclosure
would not be profitable for the merged entity.

Further, the Commission notes that, in the market investigation, a number of
players have indicated that the merged entity might have the ability to foreclose
its rivals. However, the respondents that have substantiated their claims mostly
argue that the merged entity would not have the incentive to put in place such a
foreclosure strategy: "we believe there is no incentive for the combined entity to
stop supplies as the effect of such stoppage will be rather limited"155;
"considering the purchase price of LM known publicly, and taking into account
the manufacturing capacities of LM, which go beyond the assumed need of GE, it
would be commercially not recommendable™.156 In contrast, another customer
argued that the merged entity would have both the ability and the incentive to
foreclose rivals.157

In light of the collected evidence, the Commission considers that the downstream
onshore market is highly fragmented and that the current larger market players,
Vestas, Senvion, Nordex/Acciona, Siemens/Gamesa, Enercon, are mostly larger
than GE (both in terms of installed capacity and orders won) and either do not
purchase from LM or purchase only a limited share of their blades requirement
from LM.

The Commission’s analysis shows that the merged entity could have the ability to
foreclose only Senvion (partly) and some other smaller players in the offshore
market (section 4.3.1.3). These sales would represent less than [0-5]% of the
onshore market.18 The merged entity could theoretically stop supplying its
downstream competitors that are partially or totally dependent or raise their costs
for blades. However, the Commission considers that the upstream losses
associated to this strategy would likely outweigh any benefits that the merged
entity would obtain downstream by increasing its sales of onshore wind turbine.
This is because GE would still face the strong competition of the many rivals that

154 Form CO, Annex 5.4.30 "Project Viking Due Diligence Report Out - October 1, 2016", slide 12 and

22.

155 Non-confidential reply to question 60.1. of Questionnaire 1 — Customers.

156 Non-confidential reply to question 60.1 of Questionnaire 1 — Customers.

157 Non-confidential reply to question 60.1 of Questionnaire 1 — Customers.

158 Qverall, even accounting for all sales made by LM (also to customers not dependent on LM) the sales
that are potentially affected by a foreclosure strategy would be limited to less than [10-20]% of the
total sales of onshore turbine in the EEA.
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are not dependent on LM and the merged entity could expect to recapture only a
fraction of its foreclosed sales such that the expected gain downstream would
likely be lower than the expected upstream losses.

In its assessment, the Commission concludes that, given the relative weak
position of GE in the downstream market (and hence only a limited likelihood to
recapture the foreclosed sales), the size of the affected sales and the upstream and
downstream margins, even if the merged entity would have the ability to
foreclose some of its customers in the onshore market, as described in section
4.3.1.3, it is unlikely that the merged entity will have the incentive to pursue a
complete or partial foreclose strategy.

4.3.2.2. Offshore

(171)

(172)

(173)

(174)

(175)

View of the Notifying Party

The Notifying Party submits that the merged entity would have no incentive to
foreclose its downstream competitors post-merger in the offshore market.15°

Other than sales to GE, LM has limited activities in the supply of offshore blades:
it currently supplies a number of blades to Senvion ([details on customer
relationship]), and is engaged in a blade development program for Adwen’s new
8MW turbine, [details on customer relationship].

The Notifying Party submitted an assessment on the incentive to foreclose based
on the profitability analysis of a hypothetical foreclosure strategy in the offshore
market. This analysis applied the same approach to the offshore market as the one
described in section 4.3.2.1 above.160

The Notifying Party estimates that the downstream unitary margin obtained from
the sale of an offshore wind turbine is about [higher] the unitary margin obtained
from the sale of an offshore blade set. Since each turbine corresponds to a single
blade set, this implies that, for every percentage point of upstream offshore
market share forgone by the merged entity due to reduced blade supply, it would
need to recapture more than [...]percentage points of downstream share to offset
the lost upstream margin. Hence, the foreclosure strategy would be profitable
only if the merged entity could recapture more than [...]% of the offshore sales
lost by its rivals.16!

According to the Notifying Party, this recapture rate likely would not be
achievable given the limited role played by GE in the offshore sector, where it has
yet to make its first installation and where, in the past few years, it won [details
on projects]. This [details on projects] gave GE a 2015 market share of [...]% in

159 Form CO, paragraphs 396-461.
160 Form CO, paragraph 397.
161 Form CO, paragraph 402.
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terms of orders won, but the Notifying Party argues that the position of GE has

[...].162

[...].163
[...].164 .. ].165[, . ].166 . ].167
Commission's assessment

To assess the incentive for the merged entity to engage in input foreclosure, the
Commission has reviewed the analysis and documents submitted by the Notifying
Party and the evidence collected in the market investigation, and has further
conducted its own analysis.

On the basis of its assessment, the Commission considers that any losses arising
from a possible strategy of input foreclosure would likely outweigh the gains that
the merged entity might expect from this strategy.

At the outset, the Commission notes that any possible foreclosure concerns
arising in the offshore market might be related only to Adwen with respect to its
8MW turbine. As discussed in the assessment of the ability to foreclose (section
4.3.1), Adwen is [...]currently developing a blade with LM for future installation.
Senvion also purchases a blade for offshore installations from LM; however,
Senvion can also produce in-house a longer version of this blade for installation
in the same turbine,168 hence the Commission considers that Senvion has a viable
alternative to the blades sourced by LM.

The Commission also notes that Adwen is the only wind turbine OEM involved
in the offshore market that has expressed foreclosure concerns with respect to the
Transaction. In particular, Adwen claims, in general, that the merged entity will
have the incentive to limit the access of its competitors to LM. In addition,
Adwen claims that the merged entity would have the "incentive to stop providing
blades for its 8MW turbine in order to prevent Adwen from offering a competitive
product.” Also Adwen claims that "there would be an incentive for GE not to
supply Adwen, as that will imply a delay of at least 2 years in the introduction of
its turbine. Such a delay in the development of the 8MW turbine will eliminate
Adwen’s product as a potential competitor in the offshore market."169

162 Form CO, paragraphs 403-404.

163 Form CO, paragraph 414.

164 Form CO, paragraphs 420-421.

165 Form CO, paragraphs 437.

166 Form CO, paragraphs 444-445.

167 Form CO, paragraph 443.

168 Non-confidential minutes of a call with a customer, 03.02.2017.

169 Non-confidential reply to question 60.1 of Questionnaire 1 — Customers.
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In consideration of the above, the Commission considers that the assessment of
the incentive to foreclose should be focused on Adwen - the only offshore
supplier for which the merged entity has the ability to foreclose.

In this respect, the Commission notes that the profitability assessment submitted
by the Parties to demonstrate that there is no incentive to foreclose in the offshore
market is irrelevant for the required assessment. The analysis submitted by the
Notifying Party is indeed based only on a limited set of data. In particular, the
upstream margin computed for the sales of LM are based [details on method of
calculation of margin]. The Commission considers that this margin is not
representative of the margin that LM would forego from foreclosing Adwen.

To assess the incentives of the merged entity to foreclose Adwen, the
Commission considers the profitability of a possible foreclosure strategy targeted
on Adwen.

In terms of the profitability of the upstream sales, the Commission notes that
Adwen has secured a significant pipeline of about 1.5 GW that will be installed in
France starting in 2021.170 The Commission considers that, although these
projects have not yet reached the notice to proceed stage, they are not contestable
and GE could not recapture these sales if it were to foreclose Adwen. According
to the estimates submitted, LM expects to obtain a total margin of EUR [...]*71 by
delivering blades to Adwen for these projects. On this basis, the Commission is of
the view that if the merged entity were to implement a foreclosure strategy
targeting Adwen, it would lose a significant amount of profits in relation to the
Adwen French pipeline and would obtain no or very limited possible gains from
this strategy.

With respect to the possible incentive to foreclose Adwen on the open tenders
(the tenders in which the turbine supplier has not yet been selected), the
Commission, in the following, assesses GE's expected recapture rate for the
foreclosed sales. This assessment considers the competitive interaction between
GE's and Adwen's offshore products.

With respect to the product offering, the Commission notes that GE's and
Adwen's products overlap only to a limited extent. GE has been offering in the
market its 6MW turbine for which it was able to secure [details on projects].
Adwen, beyond its 5SMW platform that is considered outdated,1’2 only has an
8MW platform with which it currently bids. The Commission observes that these
two products have been competing in the past and that GE was able to win
business against Adwen. However, Adwen reported only a single instance when it
was asked to comment on the tenders in which it faced GE: "GE Alstom has won

170 Baie de Saint-Brieuc (496MW), Dieppe Le Tréport (496MW) and Yeu-Noirmoutier (496MW).
171 M reply to the RFI of 03.02.2017, Question 3 — follow up reply submitted on 15.02.2017.
172 Non-confidential minutes of a call with a customer, 24.11.2016.
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against Adwen’s 8MW turbine in the Merkur project. This shows that GE Alstom
6MW turbine, which has been already tested, is competitive against a mere
untested project of Adwen’s SMW" 173

Despite this limited overlap, the Commission considers that [competitive
outlook]. The customers (as explained in section 4.1.1.2) are demanding
platforms that can deliver increasingly lower LCoE and currently there are three
suppliers marketing 8-9MW platforms, namely MHI Vestas, Siemens and Adwen.
This is [bidding strategy].174 Also, with respect to [...], the Commission considers
that Adwen is not participating in the bidding, hence no foreclosure concerns can
arise in relation to [...].175

In light of the above, the Commission considers that the merged entity will have
no incentive to foreclose Adwen with respect to GE's 6MW platform.

Beyond its 6MW platform, GE has no platform in the 8-9MW space [...]. This
was also confirmed by the review of the internal documents submitted by the
Notifying Party, where [...].176 As discussed in paragraph [...].177

[...] The Notifying Party argues that [some of its competitors] are currently
working on larger turbines.l’® [Adwen] expresses its concerns about the
installation window available for its 8MW turbine: "The market opportunity
window for 8MW turbines is short. Adwen is aware that some of its competitors
are already working on 10MW platforms. Once these platforms will be on the
market the 8MW turbines will no longer be competitive."179

[..]2180...].

Furthermore, the Commission has analysed whether GE could have the incentive
to foreclose Adwen with a view to eliminating a competitor in the long term.
Although GE's and Adwen's current product offering (respectively the 6MW and
8MW turbines) overlaps only to a limited extent, GE might have an incentive to
disrupt Adwen in the short term in order to eliminate or impair a possible
competitor in the long term. In this respect, the Commission's view is that Adwen,
following the acquisition of its parent company Gamesa by Siemens, has now the

173 Non-confidential version of a Customer's reply to the RFI of 12.01.2017. Question 3 reads as
following: "Please provide additional information on each tender for which GE/Alstom's Haliade
6MW has won against Adwen's 8MW worldwide and explain why you think the results of those tenders
illustrate rightfully or not the competitive strength of the Haliade 6MW against the Adwen's 8MW."

174 Form CO, paragraph 411 and Notifying Party's reply to the RFI of 03.02.2017.

175 Notifying Party's reply to the RFI of 03.02.2017, Annex 2.

176 Exchange of email of GE's representatives on the 20.06.2016 (ID318-454).

177 [

] (Form CO, paragraph 391).

178 Form CO, paragraphs 444-445,
179 Non-confidential minutes of a call with a customer, 24.11.2016.
180 |pjd.
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4.3.3.

(196)

4.4,

(197)

financial backing of a strong and experienced group. This combined group has the
largest installed base in the offshore sector. Accordingly, any possible strategy
that GE might implement as to impair Adwen's viability (e.g. by delaying or not
delivering blades for Adwen's 8MW platform) would not impair the long term
viability of the combined Siemens/Gamesa undertaking. Hence, the short term
losses that GE would incur by implementing a foreclosure strategy would likely
not be compensated by expected higher profits in the future. For this reason, the
Commission considers that the merged entity would not have an incentive to
foreclose Adwen.

With respect to the relative assessment of the upstream and downstream margin,
which affects the profitability of a possible foreclosure strategy, the Commission
notes that LM expects to obtain EUR [...]81 from each blade set sold to Adwen.
The Commission has reviewed the margin that GE expects to obtain from the
downstream sales of turbines. The margin related to the sales of GE's 6MW
turbine are not relevant, as the Commission considers that the GE 6MW turbine
could not recapture [an appreciable amount of] sales lost by Adwen's 8MW
turbine in the tenders that are considered open. [...]. However, the Commission is
of the view that it does not need to conclude on the relative profitability of the
upstream and downstream sales, because the above analysis shows that GE would
not be likely to recapture any significant sales lost by Adwen following a
foreclosure strategy [...].

The Commission therefore considers that the merged entity is unlikely to have the
incentive to pursue a foreclosure strategy.

Conclusion

In the above assessment, for both the onshore and offshore market, the
Commission concludes that the merged entity would likely have no incentive to
engage in an input foreclosure strategy. For this reason, even if for some
customers the merged entity would have some ability to foreclose, the absence of
incentive would make pursuing such foreclosure unlikely. On this basis, the
Commission considers that the merged entity will likely not foreclose its
downstream customers post-Transaction.

Customer foreclosure
View of the Notifying Party

The Notifying Party submits that post-Transaction, the merged entity will not
have the ability to foreclose blade competitors. GE has a minor market position
downstream and already sources a significant share of its current requirement
from LM. As to the specific blade competitors, TPI is not dependent on GE for its

181 Form CO paragraph 421.
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(200)

(201)

(202)

sales of blades and GE currently does not purchase blades from either [suppliers
for installations in a geographic area].

Commission's assessment

The market investigation confirmed that, on the markets for the manufacturing
and supply of both onshore and offshore wind turbines, customer foreclosure is
unlikely to occur post-Transaction.

GE has a low market share on the downstream markets for the manufacturing and
supply of both onshore and offshore wind turbines and there are alternative wind
turbine OEMs constituting a sufficient customer base. Globally, GE sources
blades from a limited number of manufacturers,82 namely [...]83 [suppliers and
supply ratio].

[...]Figure 2: Sources of blade suppliers by GE
Source: Document 5.4.23, Project Viking update, 07.09.2016

Ability

GE is not a major player on the downstream markets for the supply of onshore
and offshore wind turbines in the EEA.184 As previously mentioned, GE only
accounts for [5-10]% of the offshore and of the onshore sales in the EEA.185
Therefore, GE represents only a small amount of the overall demand for wind
turbine blades in the EEA.186 It follows that GE also represents only a small share
of the demand on the merchant market for blades. In 2015, GE's demand for
blades on the merchant market was around [20-30]%. GE is therefore not a
significant player downstream in the EEA.187

Moreover, there are a number of wind turbine OEMs active in the EEA, both
onshore and offshore, that outsource at least part of their demand. This includes
major wind turbine OEMs such as Gamesa, Nordex, Vestas, or Senvion.
Therefore, GE does not represent an indispensable share of the customer base
available in the EEA.

Although for its EEA supply GE only sources blades from [suppliers],i88 the
Commission assessed the possibility of customer foreclosure with regard to each
of its worldwide blade suppliers. Even though these blade manufacturers do not

182 |n addition to blade manufacturers [...] mentioned in this section, other independent blade suppliers
active outside of the EEA include, amongst others, Aeolon, Zhongfu/Sinoi or Sinomatech.

183 [Details on supply relationship]. See Response from the Parties to RFI 12.

184 Form CO, paragraph 611; See also section (110).

185 Form CO, paragraph 611; See also section (110).

186 Form CO, paragraph 406.

187 Replies to question 1 of the Commission's Request for Information on 08.03.2017.

188 Form CO, paragraph 95.
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currently [...], the Commission considers that their future potential competitive
constraint on LM will not be affected through a customer foreclosure strategy for
the reasons explained below.

TPI

(203) GE recently extended its supply agreement with TPI in the US and Mexico.18 In

addition, GE and TPI's relationship in the EEA is based on [...]supply
agreements.19 Furthermore, TPI has a diversified customer base which includes
important wind turbine OEMs such as Vestas, Nordex and Gamesa.1®1 Hence,
even if, in breach of the existing supply agreement, GE were to move all of its
demand from TPI to LM, TPI would have multiple alternative customers for
which it is already qualified.

Tecsis

(204) Tecsis blades are purchased by GE for [type of product and geographic area of

installation].192 In the past, GE has not imported blades from Tecsis in the EEA,
[purchase volumes in a geographic area].19 Even absent the Transaction GE
[purchase volumes in a geographic area]. Indeed, before the announcement of the
Transaction, GE was already reducing its purchases from Tecsis.1%4 Therefore,
this reduction is not merger specific and was already occurring in past years due
to a combination of factors external to the merger.195 Consequently, even absent

189

190

191

192
193
194

195

Non-confidential minutes of a call with a competitor, 23.11.2016, paragraph 32. See also:
http://www.tpicomposites.com/English/newsroom/press-releases/press-release-details/2016/TPI-
Composites-Extends-and-Enters-into-New-Contracts-with-General-Electric-International/default.aspx
(Accessed on 09.03.2017).

GE's [...] supply agreements relevant for its EEA demand were concluded with [details on supplier
agreements], see Replies to the Commission's Request for Information on 09.03.2017)

In August 2016, TPI announced an extension of its long-term agreement to supply Nordex with blades
from Turkey through 2020, see: http://www.tpicomposites.com/English/newsroom/press-
releases/press-release-details/2016/TPI-Composites-Extends-its-Supply-Agreement-with-Nordex-in-
Turkey/default.aspx (Accessed on 09.03.2017); in January 2016, TPI announced a multi-year
agreement with Vestas to supply blades from its second facility in Turkey (announced October 2015),
see: http://www.tpicomposites.com/English/newsroom/press-releases/press-release-details/2016/TPI-
and-Vestas-Sign-Wind-Blade-Supply-Agreement-for-Turkey/default.aspx (Accessed on 09.03.2017);
Gamesa is a significant customer for TPI, in particular in Mexico. In February 2016, TPI announced
the construction of a second blade production facility in Juarez, Mexico, and the signing of a long-term
agreement with Gamesa, which will partially be fulfilled from the second facility, see:
http://www.tpicomposites.com/English/newsroom/press-releases/press-release-details/2016/TP1-
Launches-Second-Mexico-Wind-Blade-Plant-and-Expands-its-Agreement-with-Gamesa/default.aspx
(Accessed on 09.03.2017).

Form CO, paragraphs 138-139.

[sourcing strategy], See Submission of the Parties, Customers foreclosure analysis, 01.03.2017, page 2.
[purchase volumes], See Submission of the Parties, Customers foreclosure analysis, 01.03.2017, page
3.

[Details on supplier relationship], See Submission of the Parties, Customers foreclosure analysis,
01.03.2017, page 3.
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(208)

(209)

(210)

this Transaction, GE would not have represented a substantial route for Tecsis to
enter the EEA market. In any case, Tecsis has alternative customers.1%6

MEG

MFG is a [...] supplier that provides blades for GE [outside the EEA]. GE's
purchases from MFG have [sourcing strategy]. GE cannot foreclose MFG as a
key supplier [sourcing strategy]. Furthermore, MFG has alternative customers.197

Aeris

Aeris is a [...] supplier that will provide blades for GE [outside the EEA]. GE's
purchases from Aeris [sourcing strategy]. [Details on supplier relationship].198
Furthermore, Aeris has a diversified customer base that includes important wind
turbine OEMs such as Vestas, Suzlon, Nordex and WEG.199

Therefore, the Commission considers that GE would not have the ability to
foreclose upstream blade suppliers in the EEA. However, taking a cautious
approach, it has also investigated the merged entity's incentives to engage in a
customer foreclosure strategy.

Incentives

The Commission does not consider GE has an incentive to reduce its upstream
purchases. It has recently extended its supply agreements with TPl while also
continuing to qualify other blade manufacturers. There is no indication, even in its
internal documents, that post-Transaction GE intends to only source blades from
LM. [Sourcing strategy].

First, if GE were to foreclose its upstream suppliers post-Transaction, it would be
in breach of the supply agreements in place. This would expose GE to costly
contractual penalty payments.

Second, GE has recently qualified [sourcing strategy].2© In parallel to the
qualification of [blade manufacturer], GE had also considered qualifying [blade
manufacturer]. [sourcing strategy].201 This demonstrates a strategy to continue
outsourcing blades on the longer term.

196 Form CO, paragraph 139. Also see: "[TECSIS] is known for its large contracts with GE, but has also
supplied Alstom, Gamesa, Impsa, and Siemens" http://www.tki-windopzee nl/files/2015-09/20150911-
rap-offshore.wind.turbine.development.the netherlands-dnvgl-f.pdf (Accessed on 08.03.2017).

197 See: http://www mfgwind.com/wind-blades (Accessed on 03.03.2017).

198 Form CO, footnote 75.

199 gee: http://www.aerisenergy.com.br/products-and-services/aeris-service/?lang=en (Accessed on
03.03.2017).

200 Form CO, paragraph 95.

201 Form CO, footnote 75.
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(214)

Third, as demonstrated for input foreclosure, in section 4.3.2, GE would not be
able to recapture the benefits of any hypothetical foreclosure of blade
manufacturers as this would not affect the upstream blade market or the
downstream wind turbine market. The Commission considers that GE would not
have the ability to foreclose any upstream blade manufacturer from which it is
currently purchasing. However, even if it were to foreclose them, the sales lost by
these suppliers would only be partly recaptured by LM as they would be likely
recaptured mostly by alternative blade suppliers active in the EEA, such as
Carbon Rotec or Sinoi for instance. Further, the foreclosure of GE's blade
manufacturers other than LM would not have an effect on the downstream market
as alternative blade suppliers exist in the merchant market. Moreover, on the
downstream market, the majority of wind turbine OEMs that are active in the
EEA and that manufacture at least part of their blades in-house explained that,
from a technical point of view, they could manufacture all their blade models for
all their wind turbines.202

Therefore, the Commission considers that GE would not have the incentive to
foreclose upstream blade suppliers in the EEA.

Conclusion

Most of GE's suppliers do not sell blades in the EEA. Moreover, all of GE's most
relevant competitors in the downstream market have in-house blade production
capabilities. Further, even in the more concentrated downstream market for
offshore wind turbines, none of the OEMs purchase blades from GE’s blade
suppliers other than LM. For these reasons, the Commission considers that any
hypothetical customer foreclosure on the EEA market for supply of wind turbine
blades is unlikely.

Other non-coordinated effects: access to confidential information203

In the course of the market investigation, market participants suggested that, post-
merger, the merged entity should set up mechanisms to protect commercially
sensitive information that LM would access from GE's downstream competitors.

View of the Notifying Party

202 Non-confidential replies to question 9.2 of Questionnaire 1 — Customers.

203 Guidelines on the assessment of non-horizontal mergers under the Council Regulation on the control
of concentrations between undertakings (2008/C 265/07), paragraph 78: "The merged entity may, by
vertically integrating, gain access to commercially sensitive information regarding the upstream or
downstream activities of rivals. For instance, by becoming the supplier of a downstream competitor, a
company may obtain critical information, which allows it to price less aggressively in the downstream
market to the detriment of consumers. It may also put competitors at a competitive disadvantage,
thereby dissuading them to enter or expand in the market."”
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The Notifying Party submits that GE has taken a consistent approach in this
Transaction to put in place the necessary safeguards around LM's access to
sensitive information when working with competing OEMs. Moreover, the
Parties explained that LM already has rigorous internal procedures in place
protecting confidentiality. Moreover, it is common in this industry for customers
to have a supply relationship with competitors.

Commission's assessment

The market investigation confirmed that it is unlikely that GE will have access to
confidential information of its downstream rivals via LM.

First, the market investigation has indeed demonstrated that it is common in this
industry for customers to have supply relationships with competitors, and that it is
customary to employ confidentiality arrangements and internal information
barriers.

For example, GE Power Conversion is currently being qualified by [wind turbine
OEM] to supply generators for its wind turbines. At the same time, GE Power
Conversion also supplies generators to GE's wind turbines.204 Similarly to what is
done for blades, the generator platform is optimized for each individual OEM,
which can take around [...] months and requires producing a prototype. In
completing this work, it is necessary for GE Power Conversion to have access to
sensitive information similar to that which would be exchanged in the context of
blade manufacturing.205

Wind turbine OEMs at large source components from their vertically integrated
competitors.20% Therefore, it can be considered that cross-supply from
downstream rivals is a common practice in the industry without such giving rise
to anticompetitive behaviour.

Second, GE's internal documents show that proper consideration was given to
ensure “safeguards” that would provide “comfort to 3" party customers in
on/offshore Wind" and to "implement clear, transparent, arms length trading
rules between GE REN P&Ls for blades".207

204 Form CO, paragraph 577.

205 sych information covers for instance, interface information with the turbine drivetrain, operating
performance and power curve for the turbine, gearbox design, and voltage, all of which are key data
and highly confidential. GE also needs information on for example the expected dates for the
production of prototypes and other relevant milestones in the production of the wind turbine, which
again is highly sensitive.

206 Non-confidential version of response to an RFI to a customer, question 5 — 20.01.2017 and question 5
—12.01.2017.

207 Annex 5.4.24, GE, Project Viking, 09.09.2016, slide 19.
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Third, GE, as a large diversified company, has experience with such cross-supply
agreements and the internal procedures that need to be established to avoid access
to confidential information. As a result, GE has been able to retain third party
customers, showing that the procedures in place made them sufficiently
comfortable to continue the contractual relationship. As proposed with regard to
the Transaction, GE had implemented safeguards to ensure that third party
customers would not be threatened and leave as illustrated in its internal
documents and reproduced below.

[Details on internal organisational measures adopted in relation to two GE
acquisitions in the past]

Figure 4: Annex 5.4.24
Source: GE, Project Viking, 09.09.20186, slide 20

For all the above mentioned reasons it can be concluded that it is unlikely GE will
have access to confidential information of its downstream rivals via LM.
CONCLUSION

For the above reasons, the European Commission has decided not to oppose the
notified operation and to declare it compatible with the internal market and with
the EEA Agreement. This decision is adopted in application of Article 6(1)(b) of
the Merger Regulation and Article 57 of the EEA Agreement.

For the Commission
(Signed)

Margrethe VESTAGER
Member of the Commission
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