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Dear

COMMISSION Brussel s 20 August 1991

OF THE EUROPEAN
COMMUNITIES

MERGER PROCEDURE
ARTI CLE 6(1) b DECI SI ON

VERSI ON FOR THE PUBLI C

Regi stered wit h advi ce of delivery
To the notifying parties

Sirs,

Subj ect : Case No. IV/ML16 - Kelt/American Express

Your notification pursuant to Article 4 of Counci
Regul ati on No. 4064/ 89.

Kelt Energy PLC (Kelt) is a UK publicly quoted conpany engaged in
exploration and production in the oil and gas sector. Under a
financial restructuring operation, a syndi cate of 8 banks, |ed by
Ameri can Express Bank Ltd., will through a jointly owned conpany,
Pur beck Petrol eumLimted (Purbeck), specifically established for
this purpose, acquire the whole of the share capital of Kelt's
subsi diary, Kelt Exploration Limted (Keltex) as well as certain
ot her Kelt assets.

The financial restructuring is arescue operation to avoid putting
Kelt into receivership. The operation was notified to the
Conmmi ssion on 19/07/1991.

After exam nation of the notification, the Comm ssion has come to
the conclusion that the notified operation falls within the scope
of Council Regul ation N° 4064/89 (the Merger Regul ati on) and does
not raise serious doubts as to its conpatibility with the common
mar ket .

COVMUNI TY DI MENSI ON

The operation has a conmunity di nmension. One tenth of the tota
assets of the parties amounts to more than 5 billions ECU and t he
anmount of these assets attributable to the Community under the
nmet hod of cal culation set out in article 5(3) of the Regulation
al so exceeds the threshold of article 1(2)b. The anpunt of these
assets attributable to any particul ar Menber State does not exceed
two thirds in respect of either bank.
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CONCENTRATI ON

After exam nation of the notification and, in particular, the
sharehol ders and subscription agreenent relating to the
establishment of Purbeck, the Conm ssion has cone to the
conclusion that the operation represents the establishnment of
a concentrative joint venture through which the banks wl|
exercise joint control over Keltex. In effect, unanimty is
required for central strategic decisions which determ ne the
devel opnent of the conpany. The jointly controll ed conpany w ||
performon a lasting basis all the functions of an autononobus
econom c entity and there is no indication that there will be
a coordination of the conpetitive behaviour of the parties. The
notified operation represents a concentration falling within
Article 3 of the Merger Regul ation.

In the specific circunstances of this case, the Comm ssion has
concluded that Article 3(5) a is not applicable, in particular
since there is no indication that the banks wi Il di spose of the
Kel tex securities within one year.

COWPATIBI LITY WTH THE COWON MARKET

The Conmm ssi on has exam ned the | atest annual accounts of Kelt
and Keltex. It is satisfied of the very serious nature of both
undertaking's financi al posi tion. G ven t he specific
ci rcunstances of the case it is convinced of the need to swiftly
effect the restructuring operation in order to prevent serious
damage to one or nore undertakings concerned by the
concentration. For this reason it has already granted, on being
requested, a derogation in accordance with the terns of Article
7(4) of the Merger Regul ation allow ng the concentration to be
put into effect.

Wth the exception of certain mnor |eases in the USA, the
assets being acquired by the banks through the operation all
relate to the UK. The UK market shares being acquired are:

alL GAS

UK producti on 0.19% 0. 034%

UK estimated reserves 0.28-0.61% 0. 005-0. 016%
ONSHORE OFFSHORE

UK expl oration acreage |icences 0.07% 0. 23%

Crude oil and natural gas are clearly separate product markets.
The rel evant geographic market for natural gas is likely to be

smal ler than that for the crude oil. This is because the
physi cal chaacteristics of natural gas make it difficult to
transport and store conpared to crude oil. The definition of the

rel evant geographic market for natural gas depends to a | arge
extent on the existence of natural gas pipelines. The UK has no
significant pipeline connection wth any other Menber State.

However, even if the narrowest definition for the relevant
geographic market for gas is taken, by restricting the
geographic scope to the UK, then on any of the above three
measures: production, reserves or acreage, the market shares
bei ng acquired are m ni nal
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The Conmm ssi on has exam ned the issue of possible overl apping
interests by the banks: both horizontally in oil and gas
exploration and production and vertically in relevant
downstreamnmarkets for oil and gas refining, transportation and
processing. It has cone to the conclusion that there are no
af fected markets.

ASSESSMENT
For the above reasons, the Comm ssion has deci ded not to oppose
the notified concentration and to declare it conpatible with

the common market. This decision is adopted in application of
Article 6(1)b of the Merger Regul ation.

For the Comm ssion,
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