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THE COMMISSION OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European Community,

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

Having regard to Council Regulation (EEC) No 4064/89 of 21 December 1989 on the control of
concentrations between undertakings?, as last amended by Regulation (EC) No 1310/973, and in
particular Article 8(2) thereof,

Having regard to the Commission decision of 20 September 2000 to initiate proceedings in this
case,

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

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

WHEREAS :

1.  On 7 August 2000, the Commisson received a notification pursuant to Article 4 of
Regulation (EEC) No 4064/89 (“the Merger Regulation™) of a proposed concentration by

2 QJL 395,30.12.1989, p. 1; corrected version in OJ L 257, 21.9.1990, p. 13
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which Metso Corporation (“Metso”) acquires control within the meaning of Article 3(1)(b)
of the Merger Regulation of the whole of Svedda Industri AB (“Sveddd’).

After examining the notification, the Commission concdluded that the notified operation fdls
within the scope of the Merger Regulation and raises serious doubts as to its compatibility
with the common market, because it could create or strengthen a dominant postion as a
result of which effective competition would be significantly impeded in the common market
or in asubgtantid part of it and in the territory covered by the EEA Agreement. Therefore,
on 20 September 2000, the Commission decided to initiate proceedings pursuant to Article
6(1)(c) of the Merger Regulation and Article 57 of the EEA Agreement.

On 22 November 2000, the Commission communicated its objections to Metso, through a
satement issued pursuant to Article 18 of the Merger Regulation and Protocol 21 of the
EEA Agreement (“the Statement of Objections”). The Commission received Metso’s
observations on this Statement on 11 December 2000.

THE PARTIESAND THE OPERATION

Metso is a Finnish company, edablished in 1999 through the merger® of Vdmet
Corporation and Rauma Corporation. It is active in three main busness aress : (i) machinery
(rock and minerd processing, gears and components and car manufacturing), (ii) automation
and control technology, and (iii) fibre and paper technology (pulp and paper industry
processes, machinery and equipment) The 1999 turnover of Metso was EUR 3 387 million.
Metso's activities in rock crushing and processing equipment are carried out through its
Nordberg subsidiary, and represent gpproximately 15% of Metso’ s turnover.

Svedda is a condruction and minerd processng equipment company lised on the
Stockholm Stock Exchange, and active in equipment for minerd recovery, processng and
handling, such as drilling equipment, rock crushing equipment, trangport systems, asphat
paving and compaction equipment. Svedaa’s 1999 turnover was gpproximately EUR 1 600
million. 38% of this turnover corresponded to the sdes of the Rock Handling divison
(crushing and screening equipment).

The proposed transaction consists of the acquisition of sole control by Metso over Svedala,
through a public bid announced on 21 June 2000.

CONCENTRATION

Metso is offering to buy dl the shares of Svedala, and the implementation of Metso's offer is
conditiona on the acquisition by Metso of more than 90% of Svedaa s share capitd. It can
therefore be concluded that the operation aims at the acquigition of sole control of Svedda
by Metso, and that the proposed transaction therefore congtitutes a concentration within the
meaning of Article 3(1)(b) of the Merger Regulation.

5 Seecase|V/M.1379-Vamet/Rauma, 8 February 1999
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COMMUNITYDIMENSION

The aggregate world-wide turnover of Metso for the fisca year 1999 was gpproximeately
EUR 3 387 million. The aggregate world-wide turnover of Svedda for the fisca year 1999
was approximately EUR 1 588 million. Therefore, the undertakings concerned have a
combined aggregate world-wide turnover of more than EUR 2 500 million.

In 1999, Metso and Svedala had a combined aggregate turnover of more than EUR 100
million in eech of [...]". The individud aggregate turnover of each of the partiesisdso in
excess of EUR 25 million in each of the above Member States.

Findly, the aggregate Community-wide turnover of each of the parties is more than EUR
100 million, and neither of the undertakings concerned achieves more than two-thirds of its
aggregate Community-wide turnover within one and the same Member State. The notified
operation therefore has a Community dimension within the meaning of Article 1(3) of the
Merger Regulation. It dso congtitutes a co-operation case under the EEA Agreement.

INTRODUCTION TO THEROCK CRUSHING SECTOR

The competitive impact of the operation will be in the field of rock crushing equipment,
which is sold both by Svedda and by Metso (under its Nordberg brand). After the
operdion, the merged entity will become a globd leader in rock and mineral processng
meachinery.

A.  APPLICATIONSAND TECHNOLOGIES

Rock crushing equipment principaly aims at reducing the size of rock in order to make it
auitable for its expected gpplication. It is therefore primarily used for the production of
aggregates (crushed rock, gravel and sand) and cement, and in the mining industry (since the
metas or dements to be produced have to be extracted from finey ground rock).
Aggregates are typicaly produced ether by quarries or by congruction companies which
produce their own aggregate supplies by crushing rock or demolished construction materids.

A typicd rock crushing plant will usudly involve severd successive stages, each of which
achieves an increasing leve of rock fineness and involves a number of possible technologies:
the firs stage of crushing, where large rocks obtained from blasting or otherwise are
crushed, is referred to as “primary crushing”. Rocks obtained through primary crushing are
then typicaly crushed further in secondary and subsequent crushing stages. Once rock has
been crushed down to a sufficiently smdl sze, fine paticles can be obtained through

grinding.

There are essentidly four main types of crushing equipment: jaw crushers (where rock is
crushed between two mechanica jaws), impactors (where rock is crushed by means of
impact againg itself and/or the hard surfaces of the device), cone crushers (where rock is

* Parts of this text have been edited to ensure that confidential information is not disclosed; those parts are

enclosed in square brackets and marked with an asterisk.
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crushed between a mobile cone and a fixed cone, the mobile cone rotating eccentrically
within the fixed cone) and primary gyratory crushers (based on a technology similar to that
of cone crushers, but with a different geometry). Within impactors, a further digtinction is
generdly made between horizontd shaft impactors (HS impactors) and verticd shaft
impactors (VS impactors). Each type of crushing equipment corresponds to a specific
technology.

In some cases, epecidly in the mining sector, where ore in the form of “fines’ has to be
obtained, further reduction may be needed. This will generaly be achieved through afind
grinding stage. Grinding equipment conasts mainly of grinding mills and roller presses. The
parties are only active in the area of grinding mills. There is a wide variety of grinding mill
technologies. A digtinction can be made, in particular, between horizonta tumbling mills,
which can be further subdivided into autogenous mills, semiautogenous mills, rod mills and
bal mills, other horizonta mills, and vertica mills

In addition to crushing and grinding equipment, a crushing plant will contain a number of
smdler equipment used to move the rock through the different crushing stages. these are
essentidly screens, which are used to control the size of the rocks processed through the
different crushers, conveyors and feeders, used to move rock from a stockpile to a
conveyor or from a conveyor to a crusher.

Crushing equipment, including screens, feeders and conveyors, can be fixed or mobile.
Mobile crushing equipment is normdly only used in aggregate production and in the
congruction industry. Mobile crushers are technically amilar to fixed crushers, except that
they have been adapted on awheedled or tracked chassis.

B. PRODUCT DURABILITY, RISK AVERSION AND SERVICE

Rock crushing equipment often has a very long useful life, typicdly in the area of 25 years.
Although difficult working conditions often cause a high wear rate, and require frequent
changes of wear (and of certain spare) parts, rock crushers are usualy robust enough to
continue operating for very long periods of time.

This means that price will often not be the decisve factor when purchasing a new product: in
view of the product durability, operating cogs will usudly be more important than the
amortisation of the origind price in the overadl economics of the purchase decison, so that
customers will often pay a lot of attention to performance or to operating factors such as
reliability, maintenance cogts, security of supply of spare parts, etc. Thisis confirmed by the
fact that a large mgority of customers which responded to the Commisson's enquiry
indicated that they considered operating factors, epecialy operating costs, quality, reliability
or cgpacity, more important than price when purchasing arock crusher.

In addition, rock crushing machinery is often consdered as critical equipment for aggregate
and condruction (“A&C’) and mining customers. In particular, it gopears from the
Commission’s enquiry that failing crushing equipment may stop the entire operation of the
plant concerned (for periods potentidly in the order of severa weeks), and therefore
dramatically affect the effectiveness and competitiveness of the aggregate producer or mining
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customer. Thisis S0 because, in many ingtances, customers only have one crusher for each
process stage, for example, primary crushing, secondary crushing , €tc.).

The combination of the long durahility, of the critica importance of rock crushing machinery,
and aso of the relaively low purchase price of rock crushers when compared to the overal
costs and revenues of a quarry or aggregate production plant, appears to make customers
very conservative and averse to risks in their choices. They will often opt for safe and
proven solutions rather than turn to less-reputed suppliers unable to satisfactorily guarantee
religbility and security of after-sdes services and spare part supplies, even if that implies
accepting higher prices. That risk averson may obvioudy increase with the loss of revenue
derived from the failure of the rock crushing machinery, or with the likdihood of thet falure.
It will therefore usudly be higher for those customers producing vauable goods, such as
metalic mines, or working in difficult environments, such as hard and abrasve rock.
However, it seems to be a generd feature of the industry that rock crusher customers are
very often highly averseto risk.

The results of the Commisson's investigation indicate that such risk averson will manifest
itself in anumber of different ways. For indance, customers will atach alot of importance to
the product reliability and quality and to the supplier’s reputation. In particular, it has been
indicated that customers often require their suppliers to provide them with an adequate
reference ligt, including customers processing the same type of rock.

For the same reasons, the results of the Commisson’s investigation suggest that turnkey
plants, primarily procured for the establishment of greenfidd crushing dtes or mgor
capacity expanson, are often awarded to those equipment suppliers with a broad product
range. Although customers might theoreticaly have recourse to an independent engineering
firm for the overdl design of their plant and then split the provison of the equipment
concerned over avariety of suppliers, they usudly prefer to obtain dl of those products and
services from one single company, because the overdl responshility for the turnkey plant
would be borne by one single company, indead of being shared between engineering
consultants and a number of equipment suppliers. As a customer indicated, “the greater the
range of equipment the OEM heas to offer, the greater the potentid to supply the turnkey
plant. Matching and guaranteeing the performance of crushers and screens is vitd in
achieving the full criteriain terms of plant design. It is not uncommon to purchase equipment
from different suppliers, but the preference is to purchase from one if they are able to meet
the performance required”.

In its response to the Statement of Objections, Metso considers that the aversion to risk, on
the part of customers, described by the Commission is not supported by the significant
entry/expansion within the rock crusher marketsin the EEA. Metso refersin this context to a
lig of dgnificant new entrants.

The argument of sgnificant entry within the rock crusher markets is not supported by the
Commisson’s invedtigation. Many of the competitors mentioned in the list of new entrants
provided by Metso, are in fact long established manufacturers of crushing equipment or
companies which have entered into new markets through acquisitions. In addition, as
indicated in paragraphs 156 - 162, the results of the Commission’s investigation clearly
indicate that the barriers to entry within the rock crushing industry are high.



Thistext is made available for information purposes only and does not constitute an official publication

26.

27.

28.

29.

30.

31

Furthermore, the long durability of the products, and the need for periodic maintenance and
changes of parts aso mean that customers often pay a lot of attention to the provison of
ancillary services, such as the supply of spare parts and wear parts, the provison of timely
and effective maintenance services, advice on process improvement or on the integration of
new equipment within the crushing plant, etc. In particular, it gppears from the Commisson's
investigation that cusomers usualy pay a lot of attention to, the fact that the equipment
supplier has anationa or regiona presence near thelr Ste, and very often require them to do
0.

Customers dso indicated that they atached subgtantia importance to the financid security
and commitment of their equipment suppliers, because of their insstence that they be able to
find adequate spare parts and sarvices for the whole life duraion of therr rock crushing
equipment.

Findly, the cusomers risk averdon means tha they often wish to develop longstanding
relationships with their rock crusher suppliers, and in particular that the provider of their
initid green-fidd, turnkey plant, will often have an advantage over its compstitors for the
replacement of used machines. For instance, the data submitted by the parties indicate that
the parties success rate is usudly substantidly higher for those customers to which they
supplied theinitid turnkey plant than for other categories of customers.

As regards turnkey plants and longstanding supplier rdationships, Metso congders, in its
response to the Statement of Objections, that the market for turnkey plants is in fact
dominated by “systems integrators’ and that Metso and Svedda are not “full-ling’” suppliers
able to supply a full turnkey contract. Metso aso submits that suppliers d turnkey plants
only have aminimd advantage over their compstitors.

The Commisson’'s investigation does not support those arguments. Firdt, there is no
evidence of “sysgems engineers’ dominatiing the market. In fact, severd engineering
companies consulted by the Commisson stated thet their participation usudly happened via
the origina equipment suppliers. Secondly, asindicated above in paragraph 28, the results of
the Commisson’'s invedtigation cearly indicate that suppliers providing a wide range of
equipment are in a better position than others to supply a turnkey plant, and that Nordberg
and Svedaa are considered to be the suppliers with the broadest product portfolio.

C. ROCK CRUSHER CUSTOMERS

Demand for crushing equipment essentidly comes from five types of customers: (i) cement
companies, which use crushers for the production of cement aswell as for the production of
aggregates for sae to third parties, (ii) condruction and civil engineering companies and
gpecidist demoalition contractors, which use crushers for the production of aggregates from
demolished buildings and from rock, (iii) independent aggregate producers, which produce
aggregate from quarries for sde to road and rallway congruction companies, and for
building congruction and landscaping purposes, (iv) contractors, hired to crush rock on a
contract basi's, and (v) mining companies, which crush the extracted mix of rock and oreinto
findy ground particles, which are processed so as to separate the meta or the minerd ore
from the rock.
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Broadly spesking, it gopears from the Commisson invesigation and from the parties
submission that rock crushing customers may be categorised into two groups, depending on
the type of equipment they purchase and on their procurement pattern: smdler A&C
cusomers on the one hand, and larger mining companies or aggregate and cement
producers (“mining cusomers’) on the other hand. A&C customers include independent
aggregate producers and contractors, congruction and civil engineering companies,
specidist demalition contractors, and cement companies, when they purchase smdler
crushers for the production of aggregates sold to third parties. By contrast, mining customers
include mining companies, very large Size quarries and cement producers, purchasing larger
equipment for the production of cement.

A& C customers are usudly smdl-sze companies operating on aloca or nationd bass, each
purchasing a limited number and range of crushing products. Those customers usudly only
procure the smdler crushers, and, in view of the need for additiona services as described
above in paragraph 26, such as provison of spare parts, technica support, advice for
process improvement or new purchases, dmost exclusvely purchase their equipment from
the supplier’s nationa agent or distributor, with whom they very often have a close on-going
relaionship.

By contrast, mining customers are usudly large-size companies, sometimes with a presence
in severd countries or even continents, which usudly purchase larger, high capacity
equipment, abeit in much smaler quantities than A& C customers. Their Sze, and the fact
that they may operate in remote areas, may make them less dependent than A& C customers
for national support, and they often procure through internetiond and, in the EEA, mostly
regionad compstitive bidding. However, it gpopears from the Commisson’s investigation thet,
a least in the EEA, proximity ill plays an important role in the sdection of the rock crusher
supplier. For ingance, severd mining customers indicated that they considered it essentid for
their supplier to have a presence in the region, for example, the EEA of their ste. Almogt dl

mining customers conddered a least, that having a regiond presence was a substantia
competitive advantage for equipment suppliers. This gppears to be due to a number of

reasons, in particular the rdaively smdl sze of EEA mining customers when compared to
the global average, the high proportion of companies with activities in the EEA only, and the
relaivey high proportion of cement companies and very large quarries, which are often less
used to working in remote and difficult areas.

Findly, it should be noted that A&C demand is often fragmented but concerns relaivey
large quantities of crushers, typicaly severd hundred units per year in the EEA, while mining
demand concerns a very limited number of products. For ingtance, the average EEA-wide
market volume for gyratory crushers has been only 2 units per annum since 1990.

D. ROCK CRUSHER SUPPLIERS

Rock crushers are usudly produced in a very limited number of manufacturing plants world-
wide : for ingance, Svedda manufactures dl of its Javmester series of jaw crushers in
Brazil, while Nordberg produces dl of its G series cone crushersin Finland. Products are
then sold ether directly by the centrd sdes office of the equipment manufacturer, or, in the
case of A& C products, through a network of agents, distributors or subsidiaries each with
an dlocated, and often exclusve, territory.

7
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The rock crushing industry is characterised by a continuum of companies, from the large,
internationd and broad-range firms, such as Svedaa, Nordberg, Terex or Krupp, to the
smdler companies offering a limited number of products in a narrow geographic area, such
as Haahjem Base, sdlling A&C jaw crushers in the Nordic countries, or Rodrigo Matias
Magahées, only active in Portugd. Between these two extremes, one can find companies
active a regiond level and sdlling products in only one of the A& C and the mining segments,
such as BHS, MEM or Bréuer Aufbereitungsmaschinen, or in one process stage or
technology, such as Kleemann & Reiner, Extec or Magotteaux. There are also companies
active a the globd level but only sdling a limited range of products, such as FL Smidth-
Fuller, which primarily offers gyratory crushers and grinders to the mining cusomers.

E. PROCUREMENT

Rock crushing equipment is usudly procured through competitive bidding, either emanating
from nationd digtributors, in the case of A&C products, or for example from the centrd
regiond sales centre of the equipment supplier, in the case of mining products. Customers
may ether purchase a limited number of products or a whole crushing ingdlation. In the
latter case, procurement is often made through a turnkey contract.

In practice, turnkey contracts are relatively rare in the EEA. For ingtance, they account for
less than 11% of A&C crusher sdes in that region, and for an even smaler proportion of
mining crusher sales. Mogt sales take place in the context of either replacement of existing
equipment, or expansion of exigting sites. However, it should be noted the actua importance
of turnkey contracts may greetly exceed their share of the market volume. In particular, the
fact that Nordberg and Svedaa s respective success rates are usualy higher in those cases
where they supplied the initid plant than in other cases, suggests that the award of a turnkey
plant may confer the supplier with a sgnificant advantage over its competitors when it comes
to replacing some of the crushers concerned, for ingtance because the initial supplier knows
the plant and the customer and therefore can propose an optima solution, or because
integration within the rest of the plant will be easer. In that context, turnkey contracts may
aso be viewed as a means for suppliers to establish longstanding relationships with their
customers, in order to facilitate future equipment sales.

THE RELEVANT MARKETS

A. RELEVANT PRODUCT MARKETS

The parties submit that rock crushing equipment may be categorised both by technology,
that isto say, jaw crushers, cone crushers, etc., and by type of application, namely, cement
production and mining gpplications on the one hand, and aggregate production and
congruction on the other.

Segmentation by technology

The parties submit that, despite a degree of demand-sde subgtitutability between the various
technologies, each technology could belong to a ditinct product market. This has been
confirmed by the results of the Commission’s investigation, from which it appears that each

8
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technology will generdly be primaily used within a specific doman, where other
technologies would not be technicaly or economicaly viable.

Fird, as indicated in paragraph 13, the crushing process s dmogt invariably carried out
through successive stages, each taking as an input the output of the previous stage so as to
achieve further sze reduction. For ingtance, aggregate production is usudly made through a
two-stage process involving a jaw crusher or horizonta shaft impactor (“HS impactor”) at a
primary stage, and another crusher, for example cone crusher, HS impactor or vertica shaft
impactor (“VS impactor”) a a secondary stage. Smilarly, the processng of mining ore,

which requires further sze reduction than aggregate production and involves larger quantities
of rock, is typicaly achieved through a three-stage plant, usng a large jaw crusher or a
gyratory crusher a aprimary step, a cone crusher at a secondary stage and agrinding mill or
roller press for finishing work.

In that context, it gppears that products used a different crushing stages (i.e. primary
processing, secondary processing, and finishing) are not subdtitutable with each other,
because they will usualy not be adle to process the same sze of rock and to deliver the
same output. With the exception of the horizontal shaft impactor technology, which can be
used ether for primary or for secondary crushing, it appears that each crushing technology is
mainly used a one process stage (primary crushing, secondary crushing, or grinding) only. It
follows that a digtinction should be made between those technologies which are used
predominantly for primary processing (such as jaw crushers and gyratory crushers), those
which are mainly used for secondary crushing (such as cone crushers, verticd shaft
impactors) and those which are used for find grinding (such as roller presses or grinding
mills).

Secondly, it appears that, even within the same process stage, different technologies are
usudly not used for the same purposes. For instance, different technologies may be used for
different rock qudlities, as is shown by the fact that horizontal shaft impactors are primarily
used for soft rock gpplications, while cone crushers are generdly considered for hard rock
crushing and different technologies may meet different capacity requirements, since jaw
crushers are adequate for low and medium tonnage operations, while gyratory crushers are
best suited for high-capacity crushing. In that context, it is concluded that each technology
will mostly correspond to a specific fied of gpplication, where it will usudly not compete
with other crushers.

Findly, there gppears to be limited supply-sde subgtitutability from one technology to
another. This is indicated by the results of the Commisson investigetion, snce most
compsetitors indicated that they could not easily switch production from one technology to
another. Thisis adso confirmed by the presence of substantid barriers to entry: in particular,
avast mgority of competitors and customers indicated that it usudly took severd years to
develop and introduce a new type of equipment, and that customers very often required
suppliers of new equipment to offer physica demondtration of their products, to test them for
a long period of time under the customers fidd conditions, and even to provide a
satisfactory reference list of existing customers for the same product.

Such limited supply-side subdtitutability is aso confirmed by the presence of specidised

manufacturers such as Canica Jagues and Magotteaux (vertical shaft impactors), and by the

fact that, more generaly, most equipment suppliers do not manufacture the whole range of
9
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goplicable technologies. For ingtance, it gppears that only a very limited number of rock
crusher suppliers in the EEA actually produce cone crushers, and that most suppliers focus
on alimited range of products.

The results of the Commisson’s invedtigation therefore indicate that there are distinct
product markets for each technology. Jaw crushers, gyratory crushers, cone crushers,
horizontal shaft impactors, vertica shaft impactors, grinding mills, and roller presses
therefore each belong to specific product markets. Screens, feeders and conveyors aso
appear to condtitute distinct product markets.

Segmentation by sze/ application

Distinct markets for A& C crushers and for mining crushers

Within each technology, products may come in a variety of szes from small products to
very large products. The parties submit that, on the demand side, dl products are linked by
a chain of subditution, so that a product of any given sze will competitively condrain its
immediate larger and smdler neighbours; and the parties dso submit that, on the supply-side,
it is easy to switch from one Size to another, because technologies are fairly smple and dso
because, in view of the subgtantia sub-contracting of the manufacture of component parts,
the manufacture of larger or smdler products does not require substantia investiment.

Neverthdess, the parties submit that a distinction should be drawn between crushers used
for aggregate production and construction (“A&C crushers’) on the one hand, and crushers
used for mining applications, very large quarries and cement production (“mining crushers’)
on the other hand®. They congder, firdly, that, dthough certain rock crushing technologies
may be used for both A&C and mining gpplications, A& C customers will usualy procure
the samdler equipment, while mining customers will usualy purchase the high end, high
capacity versons of machines, and , secondly, the conditions of competition between A& C
crushers and mining crushers are different, because mining customers tend to purchase
products on a globa bass, contrary to A&C customers who source rock crushing
equipment on narrower bass.

Findly, the parties submit that, within mining cone crushers, very large cones should
condtitute a specific product market, even different from the market for smaler mining cones,
because the very large cones are usudly twice as expensve and heavy, and have
approximately twice the capacity of the next largest products.

The results of the Commission investigation seem to confirm the parties view that products
of various Szes are usudly linked by a chain of supply-side and demand-side subgtitution.
However, a the same time, they indicate that the larger the products, the fewer the
competent equipment producers, and, in particular, that manufacturers of A&C products
may not aways be able to I products to the mining customers. This suggests the presence
of thresholds in the supply-sde subgtitutability, and would indicate the existence of digtinct
product markets for the smaller equipment (i.e. the A& C crushers) on the one hand, and for

6 The accurate definitions for larger and smaller equipment as provided by the parties are detailed in Annex|

to this document.
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the larger equipment (i.e. the mining crushers, which are primarily sold to mining cusomers,
but also to some extent to A& C customers) on the other.

The presence of thresholds in the supply-dde subgtitutability is further confirmed by a
number of additional elements. In particular, there are indications that crushers of different
Szes may aso require different manufacturing plants. For ingtance, the data provided by the
parties suggest that Nordberg has had to split the production of its cone crushers in three
different dtes (namdy Macon (France), Tampere (Finland) and Milwaukee (USA)
respectively manufacturing the smaler crushers, the medium crushers and the larger crushers.
Furthermore, a vast mgority of competitors indicated that larger crushers were usudly much
more difficult to produce and sdll than smdler crushers, particularly because they implied
higher risks and cogts, and because they were less easily tested.

Furthermore, there are strong indications that A& C crushers and mining crushers reguire a
diginct busness modd. The results of the Commisson's investigation indicate that
competition for A&C crushers is driven by a strong emphasis on service and presence a a
nationd leve, and by the need for producers to sdl relaively high quantities of products to
achieve sufficient economies of scae. By contrast, mining crushers are usudly sold in much
lower quantities (for instance, the annud EEA market volume for mining HS impeactors is
more than 20 times lower than that for A& C HS impactors), they are often produced on
order, and competition relies to amuch smaller extent on a dense digtribution network.

It is therefore concluded that, within each crusher technology, a digtinction should be made
between (smdler) A& C crushers and (larger) mining crushers,

No market for so-called “ hybrid” jaw crushers

In a submission to the Commission dated 14 September 2000, the parties amended the
product market definition they had originaly proposed for jaw crushers, submitting that a
third “hybrid” category of jaw crushers should be conddered in addition to A&C jaw
crushers and mining jaw crushers. The parties suggest that this hybrid category corresponds
to jaw crushers with an intake opening between 1.25m and 1.5m and that it condtitutes a
digtinct relevant product market, because jaw crushers in this category are predominantly
sold through regiond (for example, EEA-wide or Asa-wide) tendering procedures, whereas
larger jaw crushers are normaly sold through world-wide tendering and are purchased
essentidly by mining cusomers.

However, it appears from the data submitted by the parties that more than [...]* of al jaw
crushers with an intake between 1.25m and 1.50m sold by Nordberg and Svedda in the
EEA ae purchased by customers who belong to the A& C segment. Furthermore, most
A& C customers have indicated to the Commisson that they do not purchase large crushers
and amd| crushersin different ways. In fact, most A& C crushers rely on nationd distributors
of crushing equipment for dl of their supplies, regardiess of the sze of the equipment
purchased. Therefore, the Commission concludes that the conditions of competition remain
essentidly the same for dl jaw crushers with an intake of less than 1.5m and that it would be
atificd to didinguish a separate market for the “hybrid” category of jaw crushers.

It is therefore concluded that jaw crushers may be categorised into two product markets :
one for A& C jaw crushers (including dl jaw crushers with an intake of less than 1.5m), and
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one for larger jawv crushers (typicdly used in mining gpplications including very large
quarries).

Presence of a distinct product market for very large, high capacity cone crushers

The parties consider that Nordberg’'s MP800 and MP1000 cone crushers congtitute a
separate market, in which there is no other product from any manufacturer in the world. The
MP800 and MP1000 are the largest commercidly available cone crushers in the world.
According to the parties, the MP800 and MP1000 belong to a separate market in
particular because the crushing force of these two productsis substantialy higher than that of
any other commercidly available cone crusher.

The reaults of the Commission investigation aso tend to confirm the presence of a distinct
market for very large cone aqushers as submitted by the parties. However, some third
parties disputed the parties assertion that the only products competing in that market were
Nordberg's MP800 and MP1000, on the basis that Svedda's largest cone (namdly, its
H8000 model) competes with Nordberg's larger cones. Some third parties aso indicated
that they view the H8000 mode as comparable to other Nordberg cone crushers, including
in particular the HP80O, a cone crusher of a size Smilar to that of the MP300, but with a
lower crushing force.

The parties have provided information to the Commisson which shows that on many
occasons, Svedaa has offered its H8000 cone crusher as an dternative to Nordberg's,
MP800, MP1000, HP800 or HP7007 crushers. On some of these occasions, Svedala has
actudly been able to convince its customer to purchase its H8000 cone rather than one of
Nordberg's very large cones. Furthermore, the interna documents from Metso andysing the
conditions of competition for large cone crushers invariably take into account, not only
Nordberg’'s MP1000 and MP800 crushers, but also Svedala's H8000 and Nordberg's
HP800 and HP700 products.

All these very large cones appear to share common technical characterigtics. They dl have a
nomina power raing over 500kW; ther liner diameter is larger than 1800mm and they
weigh over 60 tonnes. Such crushers are typicaly used in heavy duty and high volume mining
goplications. There are only two other products avallable in the market which gppear to
share some of the technical characteristics of Nordberg's and Svedaa s high capacity cone
crushers. these are KFS2100 cone crusher, and, to a lesser extent, the Z188 cone crusher,
both manufactured by Kawasaki.

All the above-mentioned high capacity cone crushers (including Kawasaki’ s products) have
estimated unit prices over EUR 800 000, which is more than twice the average price
esimated by the parties for “normad” mining cone crushers (EUR 370 000). This very
subgtantiad  price difference shows that high capacity cone crushers are normaly not

The HP700 has physical characteristics similar to that of the HP80O, except that its nominal power is 560kW
instead of 600kW.

Strictly speaking, the Z18 cone crusher cannot be compared with the parties' high capacity cone crushers
sinceits nominal power rating is significantly lower (330kW).
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ubdtitutable with smdler “normd” mining cone crushers (i.e. cone crushers with a liner
diameter above 1.5m and below 1.8m).

63. The paties have submitted that larger mining cone crushers other than the MP800 and
MP1000 belong to the same chain of supply-sde and demand-side substitution as other
mining cone crushers. They have dso indicated that one high capacity cone crusher can be
replaced by two smaler cone crushers.

64. However, it gopears that besdes the parties and Kawasaki, which is margindly presentin
this business area, no other rock crushing manufacturer is supplying high capacity cone
crushers with a power rating above 500kW. Furthermore, most competitors have indicated
to the Commission that developing larger products is a difficult and kengthy process. one
compstitor in particular has indicated it would take up to five years to successfully develop
and market a very large cone crusher. It can therefore be concluded that, from a supply side
perspective, the “normd” and smdler mining cones are not subdtitutable with the high
capacity, very large cone crushers.

65. The price differences between the two categories of products is a clear indication that
customers cannot subgtitute smaler crushers to high capacity, very large cone crushers. The
submisson made by the parties that it could be possible to substitute one very large cone
crusher with two smaler crushers gppears to be entirely theoretical. [...]*. Furthermore, the
choice of two smdler cone crushers rather than one high capacity crusher entails additiona
complexity, additiond ancillary equipment (such as screens, feeders and conveyors),
additiond operating personnd and additional maintenance. That choice would therefore
imply higher overal purchase price and operating costs. It would thus normaly not be
economica for amining customer to choose two smaller cone crushers rather than one high-

capacity crusher.

66. Initsresponseto the Statement of Objections, Metso states that according to its experience,
mining cones can be replaced by two smdler (A& C) cones in approximately 60% of cases.
Metso dso condders that there are certain advantages of usng two smaler cones; for
example the risks of total breskdown will be decreased. The Commission recognises the
(limited) advantages of using two pieces of equipment insteed of a Sngle one but considers
that this type of advantage is not sufficiently important to compensate for the extra costs and
complexity of purchasng, usng and mantaining two pieces of equipment instead of one.
[...]*.

67. It can therefore be concluded that high capacity cone crushers congtitute a distinct product
market. The parties have suggested that, within mining crushers, Nordberg's MP300 and
MP1000 products belong to a separate relevant product market. However, the Commisson
concludes that the operation will creste a dominant postion in the high-capacity cone
crusher market, irrespective of whether or not MP800 and MP1000 belong to this market.
Therefore, the exact definition of the high capacity cone crushers market may be | eft open.

68. Inthelight of the above, the Commission concludes that there are separate product markets
for A& C crushers (smdler) and mining crushers (larger); and that, within mining cones, very
large high-capacity cones congtitute a specific product market.
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Digtinction between new crushers and used crushers

Rock crushers are usudly highly durable products which have long useful lives. For instance,
the typical life span for A&C jaw crushersis estimated to be around 25 years, but there are
crushers operaing today which have been in use for more than 40 years. In view of this
durability, thereis alarge stock of used equipment, which may be proposed to customers as
an dternative to new equipment.

In that context, it is necessary to examine whether used equipment should be included in the
same market as new equipment, or instead whether new crushers and used crushers form
part of digtinct product markets. The results of the Commission investigation broadly indicate
that used equipment is generdly not viewed as a subgtitute to new equipment. First, most
competitors indicated that they did not consider the presence of used equipment to act as a
subgtantid congtraint on the conditions of competition for new crushers, al the more so as
used equipment in a satisfactory shape is scarce and as new technology makes older
products obsolete and uneconomical.

Secondly, dthough customers indicated that they could consder used equipment when
deciding on the purchase of a crusher, it gppears that, in practice, very few have recently
procured used equipment. This appears to result from the combination of the customers
high risk averson as indicated above in paragraph 21 on the one hand, and to the risks
associated with the purchase of used equipment on the other hand: for ingtance, the
reliability, performance and durability of used equipment may not be secured, there is often
no period of guarantee, and, in the case of old products, it is questionable whether the
supply of spare and wear parts can be obtained on a durable basis.

Findly, those customers who indicated that they were prepared to buy used equipment
dated that they would only do so for ratively new equipment with few hours of utilisation,
while it aso gppears from the Commisson’s investigation that, usudly, used machines are
very old and outdated.

In the light of the above, it is therefore concluded that there are separate markets for used
crushers and new crushers.

Concluson

In the light of the above, it is concluded (i) that used crushing equipment and new crushing
equipment belong to distinct product markets; (ii) that new equipment should be categorised
by technology; (iii) that each technology should be further ssgmented by size/application into
A& C products on the one hand, and mining products on the other hand; and (iv) that, within
mining cone crushers, very large high-capacity cone crushers condtitute a distinct product
market. A table summarising the rlevant product markets can be found in Annex I.

RELEVANT GEOGRAPHIC MARKETS

Metso submits that the markets for mining crushers are world-wide, because customers

source products on a globa basis. The parties dso submit that the markets for A&C

crushers are at least EEA-wide, because products sold throughout the EEA are very smilar,

because transport cogts are very low, because production is made at a limited number of
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locations, and because distribution does not create barriers to entry. As indicated above for
example in paragraph 26, sales of rock crushing equipment do not only comprise the supply
of the products concerned, but are usudly associated with the provison of a number of
after-sales services, such as maintenance and overhaul, spare parts and wear parts, etc. It
follows that the dimendion of the markets for crushing equipment is determined not only by
the geographic scope of the manufacturing leve, but dso by the conditions of competition
for the provison of the after-sales services. [...]*.

A& C products

In its decison to initiate proceedings in this case, the Commisson identified a number of
factors pointing towards nationd rather than EEA-wide geographic markets for A&C
products. In particular, the Commisson underlined, firgly, that A&C customers rely on
nationd digtributors, secondly, that there appeared to be sSgnificant bariers to entry
preventing suppliers from extending their operations into Member States where they were
previoudy absent and, findly, that there were subgtantid variations in prices and in market
shares from one Member State to another. However, in view of the presence of other
factors pointing in the direction of possibly broader geographic markets, the Commission left
the exact definition of the geographic markets for A& C crushers open.

In a written submisson to the Commisson dated 17 September 2000, the parties
endeavoured to address the different issues raised by the Commission in relaion to the
geographic scope of the A& C markets. The parties followed two main lines of argument.
Firgly, they submitted that barriers to entry into the different European national markets are
low. Secondly, they clamed that a proper andyss of the purchasing patterns of A&C
customers should demondrate that customers do not depend sgnificantly upon nationa
digtributors.

As regards the leve of the barriers to entry into the different Member States, the parties
underlined that it is not necessary to have a dense distribution network to be active in a given
country. For ingtance, Nordberg's German distribution network consists of a subsidiary,
with one outlet, plus five digributors, with one outlet each. The number of gaff working in
Nordberg's German distribution network does not exceed [...]* people. Metso considers
that the recruitment of competent commercid and technical saff is not a complex task, that
appropriate third-party digtributors are easlly available and that the financid investment
requirements are minimdl.

Concerning the purchasing patterns of A&C customers, the parties indicated in particular
that a mgority of customers obtain spare parts, wear parts, technica support and
maintenance sarvices dther interndly or from independent third parties. Therefore, in the
opinion of Metso, after-sales services do not in any way make A& C customers dependent
upon national OEM distributors. Furthermore, Metso provided examples of cross-border
sdes by digributors which, in the parties view, is further evidence of the EEA-wide scope
of the A& C markets.

Demand side considerations

The results of the Commisson’s detaled investigation confirm the nationa dimengion of
A& C markets. Fird, it appears that, athough customers may obtain most wear parts and
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routine maintenance services from independent third parties, they ill depend on the
producers didributors or agents for amogt al specidised key services or parts. For
instance, it has been indicated that a mgority of spare parts cannot be obtained outside the
equipment supplier’s distribution network, and that, for complex or important maintenance
operations, recourse to the distributor s necessary. Furthermore, it appears that, even for
those services which might be sourced from independent suppliers, it is often more effective
and competitive to rdy on the digtributor. For ingtance, dthough process engineering
services may be purchased from engineering consultants, customers will generdly turn to the
digtributors, which usualy consider process engineering as an integrd part of the crusher sde
and therefore provide that service free of charge. Finaly, certain customers indicated thet,
for certain services (especidly process engineering), they were not aware of any third party
supplier in their territory.

Secondly, and more generaly, reationships between the customers and the producer’s
distributors are not redtricted to the supply of parts and the provison of maintenance
sarvices. In paticular, a large mgority of customers indicated that they require close and
frequent contact with their equipment supplier’s distributor, and that their relationships with
that digtributor extended to discussions over future improvements or expansons, technica
advice, etc. The importance of that local presence may aso be explained by the customers
risk averson : in away, the presence of anationd distributor can be viewed as an eement of
additional security in the case of any serious problem, and as a Sign of the equipment
producer’ s commitment to continue supplying and assgting their customers.

Thirdly, it appears from the Commisson investigation that it is both ineffective and often
impossible for customersto ded with distributors outside their country. In particular, the vast
magority of A& C customers who responded to the Commission’s investigation indicated that
foreign digtributors would not conditute credible aternatives to distributors in their own
country, because of longer ddivery times for spare parts, of language barriers, of additiona
(trangport, exchange, etc.) codts, etc. Furthermore, most distributors have exclusive territory
agreements. dthough customers may il be able to contact foreign digtributors &t their own
initiative, it is difficult to undergand how those digtributors would manage to achieve the
close and frequent contact required by customers (and in particular to discuss on future
purchases, improvements, etc.) without infringing their contractud territorid redtrictions.
Findly, it gppears from the Commisson’'s investigation that, in practice, even those
customers who would decide to turn to foreign didtributors might not be able to obtain
equipment or services from those digtributors: in particular, severa customers have referred
to examples of gtuations where distributors located outside their country refused to serve
them directly and instead redirected them towards the appropriate national distributors.

It is therefore concluded that demand-side consderations clearly point towards nationd
markets for A& C rock crushing equipment.

upply-side considerations

As far as the supply-gdeis concerned, there is no indication that suppliersin other Member
States or other foreign countries could start operations in a new Member State in the short
term and without incurring Sgnificant additional cogs or risks.
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Although the digtribution network required to be active in a given Member State need not be
particularly dense, and the physica investment required to set up such a distribution network
need not dways be substantial, most competitors and A& C customers indicated that setting
up a new digtribution network would require subgtantia efforts and time. In particular, it
gppears from the Commission’s investigation that a new digtributor would have to build the
customer relationships and confidence necessary to dart sdlling products, would have to
demondtrate its products' reliability and quaity, and woud have to convince customers of its
ability to supply spare parts and after-sdes services in a timely and effective manner.

According to the vast mgjority of customers and competitors, this could teke severd years.

In particular, one of the competitors among those which, according to the parties, have been
able to expand successfully the geographical reach of their operations declared that “the
greatest chalenge to [..]* effective commercid exploitation [...]* is the establishment of
secure and reliable digtribution and after-sales service/support functions” Furthermore,
A& C customers appear to be very reluctant to purchase from a supplier whose reputation
would not be sufficiently established. Therefore, expanding one's operaion from one
Member State into another is a complex task, which cannot be accomplished in a short
period of time.

The nationd character of A& C crusher markets is further confirmed by the fact that severa
manufacturers of A& C equipment have no or very little activity outsde their home country.
The parties believe that this could be explained because of the limited size (and therefore
goped) of certain national markets. The Commission, however, observes that, fird, the
parties argument is an acknowledgement of the need for a retiond didtributor, and of the
fact that the establishment of such a didributor is not a sraightforward and costless
operation; and secondly, that some producers active in certain Member States are absent
from some of the largest nationd markets such as Germany and the United Kingdom. This
clearly shows that the “insufficient” volume of certain nationad markets is not the main reason
why producers refrain from extending the reach of thar activities, and therefore suggests that
barriers to entry between Member States are not negligible.

It follows that supply-side considerations also indicate the presence of nationd markets for
A& C rock crushing equipment.

Other elements

The nationd dimension of the markets for A& C crushing machinery is further confirmed by
the presence of substantid variations in market shares and prices from one Member State to
another.

For ingtance, Nordberg's market share of A&C jaw crushers in Finland is gpproximately
[75-85%]*, compared with its average EEA market share of  [15-25%]*. Smilarly,
Sveda a has been the only company to sdll vertica shaft impactorsin Sweden for each of the
last three years, while its aggregate EEA market share does not exceed [15-25%]*.
Although the parties congder that variations in market shares are irrelevant for the purposes
of the definition of the geographic markets, the very substantid variations observed here
mean that the competitive dtuation is not homogeneous across the EEA. This is a clear
indication that the geographical markets are narrower than suggested by the parties.
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[Confidentid: This section concerns price differences between Member States for rock
crushing equipment sold by Metso]*.

In the light of the above, it is concluded that the geographic markets for A&C crushing
equipment (i.e. A&C jaw crushers, A&C HS impactors, A& C VS impactors, A&C cone
crushers and the ancillary screens feeders and conveyors) are nationd.

Mining products

As indicated above in paragraph 75, the parties submit that the geographic markets for
mining products are world-wide. In its response to the Statement of Objection, Metso
acoepts that there may be some judtification for defining the geographic market for mining
jaw and horizontal shaft impactor crushers as EEA-wide, but puts forward a number of
arguments to support aworld-wide scope for the primary gyratory crushers market.

Firg, Metso consders that the scope of the geographic market may vary from one type of
mining crusher to another type. In Metso's view, certain types of mining crushers, such as
jaws and horizonta shaft impactors, are smple, “commodity”-like products, for which there
is usudly sufficient competition a regiond (e.g. EEA-wide) level so that customers will not
fed obliged to purchase or compare prices on a wider than regiond basis. On the other
hand, according to the parties, certain types of mining crushers, such as primary gyratory
crushers, are purchased infrequently by sophisticated and well-informed customers who will
normally obtain offers from world-wide suppliers before purchasing.

In order to support its argument, Metso has analysed five recent occasions on which one of
the parties has sold a primary gyratory crusher in the EEA. On three of those occasions, the
cusomer vigted potentid suppliers in the United States (F.L- Smidth-Fuller, Metso or
Svedaa) and/or in Japan (Kobe); on two other occasions, the customer made Site visitsin a
number of countries and the sdler (Svedd@) assembled a sale team which included experts
from Sweden and the United States, as well as members of itsloca digtribution organisation.

As indicated above in paragraph 34, mining cusomers are generdly large internationa
companies, which, being used to operating in remote and sometimes difficult places, and
having subgtantia resources, have managed to reduce the need for close on-going
rel ationships with the equipment supplier’s digtributors. In particular, mining customers may
meet some of their maintenance and spare part needs in-house, by condtituting local stocks
of spare parts or by training their own maintenance personnel.

In that context, in view of the fact that those customers repeatedly procure rock crushing
equipment for their various operations world-wide, and given the high vaue and complexity
of mining crushers mining customers often procure mining equipment on a centrdised bas's
and through international competitive bidding with the head sales office of equipment
suppliers. In view of the gpparently low level of transport costs, equipment producers from
around the globe may be authorised to effectively compete for the equipment concerned.

The factors explained in paragraphs 95 - 97 would appear to point in favour of a broad
(possibly global) geographic dimension for the mining crusher markets. However, the results
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of the Commisson’s detailed investigation indicate that, especidly in the EEA, competition
actually takes place on a narrower basis.

Demand side considerations

It appears from the Commisson’'s invedtigation that, dthough mining customers are usudly
much bss dependent on a locd presence from the equipment supplier, they usudly ill

require rock crusher producers to offer effective and timely support (repair, provison of
gpare parts, etc.) a EEA levd. As a customer indicated, “as well as equipment functiondity
and sarvice, a vendor is often sdected on their ability to supply expediently key non-stock
items that fal outsde the scope of routine maintenance. In addition, the vendor’s scope of
work may aso include the supervison of aloca mantenance contractor”.

In their response to the Statement of objections, the parties disputed that the requirement for
supervison of loca maintenance contractors and for speedy delivery of spare parts
necessxily implies a regiond presence. In ther view, supervison may be exercised by
experts based anywhere in the world, who can fly whenever needed. Similarly, spare parts
could be flown in from asingle world-wide base.

However, this objection of the parties only addresses the practica aspects of how
mantenance supervison and delivery of spare parts can be organised, and does not take
into account the importance paid by customers to the qudity of the loca or regiond after-
sdes organisation. Although it is evident that some level of centrdisation can take place, the
need for loca presence remains, snce customers will often judge unfavourably after-saes
organisations that would rely entirdy on centrdised expertise and logigtics. Indeed, the
Commission has found evidence that mining customers may actually pay a sgnificant degree
of atention to the locd capability of ther crushing equipment supplier. In paticular, a
Scottish customer explained that Svedda obtained “the bulk of [its]* large quarry business
[including a primary gyratory crusher]*” because “ Svedaa has a base in Wiskaw, Scotland
(and good people too)”.

As indicated above in paragraphs 93 - 94, the parties have tried to demondtrate that, when
purchasing large equipment such as a primary gyratory crusher, customers compare offers
from the main world-wide suppliers and are willing to travel aoroad to vist suppliers and to
see the proposed equipment in operation. However, the Commission notes that the mgjority
of mining cusomers which indicated that they purchase primary gyraory crushers have
declared that they obtain these crushers through a more regiona procurement procedure,
rather than through a world-wide procurement procedure. In fact, no customer based in
Europe has indicated that it procured primary gyratory crushers on a wider than EEA-wide
bass. In addition, the Commission consders that the cusomers willingness to travel so as
to see a given piece of equipment in operation does not preclude the regiona dimension of
the market. This is manly because dte vidts by cusomers manly am a veifying the
suitability of the products concerned and do not relate to technica support or after-saes
sarvices, while the regiond dimengion of procurement is precisely due to the importance of
support or after-saes service consderations. The customers' willingness to travel abroad to
See products in operation can instead be construed as an additiond demondtration of the
customers' risk aversion as described above in paragraphs 21 - 22. This clearly shows that
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the typicd purchasing pettern of European mining customersis based on EEA-wide (or even
national) procuremen.

Furthermore, it gppears that, dthough some customers might theoreticaly make do without
such a regiond presence (because they manage to do so for their Stes in remote areas
where no equipment supplier offers sufficient support, by condituting locd stocks of spare
parts, training their own maintenance and repair people, etc.), this would not be the case for
the vast mgority of mining crusher cusomers in the EEA. Firg, it appears that most of the
demand for mining crushers in the EEA is from ather smdler, regiond mining companies
(who could not easly develop those competencies in the short term) or from cement
companies and very large quarries (which are often less used to working in remote and
difficult aress).

In addition, the results of the Commisson’s invedtigation suggest that even for those
European mining customers with the capability to manage without any regiona presence
from the equipment supplier, developing such capability would entail additional costs and
risks which they prefer to avoid, by obtaining the rdevant services directly from the
equipment manufacturer. In that context, and given that severd equipment suppliers have a
subsgtantia presence in the EEA and therefore offer such support services, cusomers in the
EEA will therefore usudly opt for those crusher producers able to provide support service at
the regiond level. This is further indicated by the fact that those suppliers without a
subgtantia presence in the EEA have no (or, in any event, very limited) sdesin that region,
athough they may have much stronger positions esewhere. For ingtance, this is the case of
Kobe, which, despite being the world's third largest supplier of mining jaw crushers, mining
cones and horizontal tumbling mills, has not made any sdes in the EEA over the lagt three
years. In fact, based on the data provided by the parties, Kobe does not appear to have
made any saes of mining crushersin the EEA since 1990.

Findly, as described above in paragraphs 21 — 22, the combination of the long durakility,
the criticdity of rock crushing machinery, and the limited purchase price of rock crushers
when compared to the overal costs and revenues of a quarry or aggregate production plant,
appears to make customers very conservative and averse to risk in their choices. In that
context, proximity with the equipment supplier may be seen as an important dement of
comfort and security for the customer.

That obvioudy does not preclude the fact that customers may carry out their purchases and
contract negotiations from their head office, and that al suppliers world-wide may formdly
be invited to compete. However, even those customers which procured equipment in such a
way indicated that, in practice, the purchase of arock crusher for usein the EEA will grestly
depend on the presence of effective and timely support in that area.

upply-side considerations

The regiond dimenson of compstition in the EEA is further indicated by a number of
additiond dements. Fird, it gppears from the results of the Commisson’'s detaled
investigation that most of the non-European mining crusher suppliers as listed by the parties
are unknown or & least unfamiliar to most mining customers in the EEA. Some mining
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customers even indicated that some of those suppliers were not active in rock crushing
mechinery a al.

108. In addition, it appears that most suppliers of mining crushers do not operate on a globd
bass, but instead tend to specidise in certain regions or aress. This is particularly true for
Russan and Chinese suppliers, which have relaively few sdes outsde their home markets
and are not consdered by the vast mgjority of customers to be credible competitors outside
Russa ad China For ingance, most customers stated that they did not know those
suppliers, and those customers which had had some contacts with Russan and Chinese
suppliers indicated that their products were of inferior sandards and performance, and that
their spares and service were unrdiable.

109. That specidisation in a limited number of regions dso gppears to hold true for most other
crushing machinery producers. Despite a broader geographic scope of operations, and with
the exception of a very limited number of truly globa players (such as Svedda, Nordberg,
or FL Smidth-Fuller), it appears from the data provided by the parties that most mining
crusher producers are active in a limited number of regions only, and obtain most of ther
contracts through national or regiond tenders.

110. This gppears to be particularly so in the EEA. For instance, according to the data provided
by the parties, mgor mining crusher suppliers such as Kobe (the world's third largest
supplier of mining jaw crushers, mining cones and horizontd tumbling mills) and Kawasaki
(the world's second largest supplier of mining cones) have been unable to sdl products in
Europe over the last three years. More generdly, it gppears from the data submitted by the
parties that the market positions d the main mining crushing machinery are subgtantidly
different in the EEA from what they may be on a globd basis (even exduding Russian and
Chinese producers). For instance, in HS impactors, the parties combined market share (in
terms of units) between 1997 and 1999 amounts to [20-30%]* in the EEA, compared with
a globd market share (excluding Russan and Chinese producers) hardly exceeding [O-
10%]*. Smilarly; in large jaw crushers, the parties combined market share reached [40-
50%]* at the EEA level, whileit hardly exceeds [15-25%]* world-wide (excluding Russian
and Chinese producers).

111. Findly, avast mgority of competitors indicated that there were subgtantial barriers to entry
from one region to ancther. In particular, the EEA is alimited mining crusher market, when
compared to large mining areas such as North America or South Africa. For instance,
according to the data submitted by the parties, no more than [...]* primary gyratory
crushers are sold each year in the EEA, while gpproximately [...]* units are procured
annudly world-wide (excluding Russia and Ching). Smilarly, in mining HS impactors, the
EEA represents on average no more than [0-10%]* of tota global demand (once again,
excluding Russa and Ching). That smdl market volume, together with the presence of
dready well-established competitors and the level of proximity and service required by
customers, might deter non-EEA suppliers from incurring the costs and difficulties necessary
for an effective entry into the EEA mining crusher market, and thus further reduce the
number of credible suppliersto EEA customers.

Other elements
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The fact that competition is not organised on a world-wide bassis further confirmed by the
consderable discrepancies in the globa market volume estimates provided by rock crushing
machinery suppliers. For ingtance, excluding Russan and Chinese producers, the globa
market volume estimations for 1999 as provided by the parties and competitors range
between 40 units and 99 units for mining HS impactors. Smilarly, in gyratory crushers, a
competitor believed itself to be the clear market leader with a consderable market share
between 1990 and 1996, while the parties estimate that this competitor did not represent
more than 25% of sdes in that period, and the results of the Commission’s investigation
suggest that this competitor's market share was probably in the area of 30-35%. This
indicates that suppliers are not aware of a substantid amount of projects world-wide, and,
by contrast, strongly suggests that a number of contracts are placed on anarrower basis

Findly, it should be noted that rock crushing machinery for sde in the EEA has to comply
with the safety specifications of Directive 98/37/EC of the European Parliament and of the
Council of 22 June 1998 on the gpproximation of the laws of the Member States relaing to
mechinery (“the Machinery Directive')?, as amended by Directive 98/79/EC,10 and in
particular has to bear a*“ CE marking” demondtrating its conformity with that directive. It has
been brought to the attention of the Commisson that non-European manufacturers do not
aways meet those requirements today. From that viewpoint the Machinery Directive, whilst
harmonising sandards in the EEA and facilitating trade between Member States, might dso
have the indirect consequence of preventing non-European suppliers that are unable to
match its requirements from sdling in the EEA. This would therefore contribute to the
exigence of a disinct EEA market for mining crushing machinery. The parties nonetheless
submit that the Community requirements gpplicable to rock crushers are of such a basic
nature thet it can be expected that al suppliers operating in different parts of the world are
able to meet those requirements without mgor difficulty.

In the light of the above, it is concluded that the geographic markets for mining crushers are
EEA-wide. This concluson is supported by both the specificity of demand in the EEA (and
epecidly by the presence of smdl “mining” customers procuring rock crushing machinery
locdly or requiring the presence of subgtantid after-market support in the EEA) and the
organisation of most rock crusher suppliers on aregiona bass. In particular, and contrary to
the dlegations of the parties, the Commission has found no evidence of a larger than EEA-
wide market for certain types of mining crushers such as primary gyratory crushers. indeed,
for the reasons explained above in paragraph 102, primary gyratory crushers appear to be
purchased and digtributed in the EEA essentidly in the same way as other mining crushers.

COMPETITIVE ASSESSMENT FOR A& C CRUSHERS

As indicated in paragraph 32 above, A&C crushers are the smdler crushers sold to
independent aggregate producers and contractors, congtruction and civil engineering
companies, pecidist demoalition contractors, and cement companies (when they purchase

9 0JL207,23.7.1998, p.

10 0J1.331, 7.12.1998, p.1
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smdler crushers for the production of aggregates sold to third parties). They include smaller
jaw crushers, smaler HS impactors, smaller cone crushers, VS impactors and obvioudy the
ancillay screens, feeders and conveyors. The operation will lead to the combination of
Nordberg and Svedada, which are the two largest suppliers of A&C crushers in the EEA
and collectively account for [20-30%]* of A& C rock crushers, the next largest competitors
being Terex (approximatdy [5-15%]* and Krupp (approximately [0-10%]*).

A. A& C CRUSHERSOTHER THAN CONE AND JAW CRUSHERS

As indicated in the Commission's decison to indtitute proceedings in this case, there is no
indication that the operation will create competition concerns in the markets for impactors,
screens, feeders or conveyors.

Firgt, the operation does not raise competition concerns for impactors, since Nordberg does
not sell VS impactors in the EEA. Furthermore, athough Nordberg is currently entering VS
impactor production through the introduction of a new range of products, and dthough
Svedda currently has strong market positions in certain Member States, it gppears that the
merged entity will remain subject to competition from other large VS impactor producers
(such as Magotteaux or Canica-Jagues) with a substantia presence in the Member States
concerned. Furthermore, in HS impactors, the parties combined market shares!! do not
exceed [20-30%]* in any Member State where overlgps occur, and the merged entity will
remain subject to the competition from other suppliers such as Hartl, Kleemann & Reiner, or
national players such as Arja.

Secondly, the parties have limited podtions in the markets for screens, feeders and
conveyors. according to the market share figures provided by Metso, the parties collectively
account for less than [10-20%]* of sales of screens and feeders in the EEA, and they are
margind suppliers of conveyors. This is dso true a the nationd leve, since the parties
market shares in screens and feeders would not exceed [20-30%]*, respectively, in any
Member State.

B. CONE AND JAW CRUSHERS

Market positions of the parties and their competitors

Cone crushers

Nordberg and Svedala are by far the two largest suppliers of A&C cone crushers in the
EEA (with market shares of [25-35%]* for Nordberg, and [25-35%]*for Svedaa), the
next largest competitor in the EEA being Terex [5-15%]*.

Insofar as the operation results in the combination of Nordberg and Svedaa, it inevitably
results in condderable market shares in most EEA Member States, namely Austria [65-
75%]*, Denmark [70-80%]*, Finland [85-95%]*, France [80-90%]*, Germany [45-

11 inview of the low market volumesin most EEA Member States, market shares for A&C products have been
calculated as an average of units sold between 1997 and 1999
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55%]*, Italy [40-50%]*, Norway [90-100%]*, Portugal [60-70%]*, Spain [65-75%)]*,
Sweden [75-85%]*, and the United Kingdom [35-45%]*.

In those Member States, the prevaence of the merged entity is even more important as the
rest of the supply side is often highly fragmented, and some of the remaining competitors
may often be locd players, only active in a limited number of Member States. A typicd
example of such a Stuation can be found in Audria, where the merged entity will have a
market share dmogt [...]* times as high as that of its next largest competitor Terex [5-
15%]*, the rest of demand being mostly met by loca competitors. Even in Itdy, where the
parties market shares are rdatively less important, the merged entity’ s share of sdes will be
more than [...]* that of its next largest competitor, and it will be confronted by a substantiad
number of small local suppliers such as Comec (the next largest competitor) or Reter e
Crippa.

Furthermore, in the United Kingdom, it should be noted that the parties average combined
market share in the period from 1997 to 1999 underestimates the actual market positions of
Nordberg and Svedala, because of the considerable growth of the parties shares of sdlesin
that period. In particular, athough Nordberg and Svedala only accounted for [20-30%]* of
sales in 1997, they represented [40-50%]* of wnits sold in 1998 and [50-60%]* in 1999.
Asaresult of that evolution, the merged entity’ s market position is now more than twice that
of its next largest competitor, Terex [15-25%]*.

In most remaining national markets, the operation will either not create any overlgps or will
lead to combined market shares below [30-40%]* (asin Belgium and the Netherlands). An
intermediate Stuation exigts in Irdand, where Nordberg and Svedda's combined market
shares reach [40-50%]*, but where Terex and PSP still account for substantia proportions
of sales (respectively [30-40%]* for Terex, and [15-25%]* for PSP).

Jaw crushers

Nordberg and Svedala are two of the largest suppliers of A&C jaw crushers in the EEA
[10-20%]* for Nordberg, and [5-15%]* for Svedaa), the other largest competitors being
Terex [10-20%]* and Extec [5-15%]*.

The operation will lead to very high cumulated market shares in Finland [75-85%]*,
Norway [60-70%]*, and Sweden [55-65%]* and Denmark [35-45%]*. In Finland,
Norway and Sweden, the rest of the supply-gde is highly fragmented, the next largest
competitor barely accounting for [10-20%]* of sales. Thisis somewhat less so in Denmark,
where another competitor, Bohringer, represented [20-30%]* of sales between 1997 and
1999.

In Portugal, Nordberg and Svedala collectively accounted for [40-50%]* of salesin 1999.
However, Svedad s average sales do not exceed [...]* unit per year in that market (out of a
market volume of 13 units). Therefore, the overlgp between the parties is de minimis, and
the operation does not substantialy affect the conditions of competition in that country.

The operation will aso create overlaps in a number of other markets. However, with the
exception of Audtrig, the parties combined market shares do not exceed [20-30%]* in any
of those countries, and they will reman subject to the competition from other market
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players, either globa players (such as Terex, Extec or Parker) or locd suppliers (such as
Laron). Furthermore, in Austria, where Nordberg represented [25-35%]* of salesin 1999,
the operaion will only have de minimis effects, snce Sveddaonly sold [...]* jaw crusher in
1999 out of atotal market volume of 34 units.

Additiona competitive advantages of the parties

The above congderations suggest that the merged entity will both have considerable market
shares and be very subgtantidly larger than its competitors in most of the markets
concerned. Furthermore, it gppears from the market invedtigation that the merged
Metso/Svedda will benefit from a number of additional competitive advantages enabling it to
further weaken exising competitors and raisng the barriers to entry in the markets
concerned.

Highest reputation

Firg, asindicated in paragraphs 18 — 21 above, the durability and criticality of rock crushing
equipment make customers highly averse to risk, and cause them to opt for secure products
and suppliers even if that implies paying higher prices. As a cusomer indicated, “quality is
the principd issue with regard to product comparisons. This is irrespective of type of
equipment”.

In that context, it is important to note, firgt, that customers indicated that they considered
performance, rdiability and after-saes sarvices to vary sgnificantly between the various
suppliers, and, second, that Nordberg and Svedda are dmost unanimoudy considered to
be the rock crusher suppliers with the highest reputetion in the industry. This is reflected in
the results of the Commisson’s invetigation, which in particular show that Nordberg and
Svedda's products are the clear solutions of choice when it comes to processing hard or
abrasve (and therefore chalenging) rock. Similarly, internd documents from Nordberg
indicate that one of its targeted competitive advantages was to offer the “best and most
reliable products in the industry offering more proven advantages to customers than
competing products’, while other documents indicate that “Nordberg products are
consdered good and high qudity on average’.

Broad product portfolio

The merged entity will dso be able to derive substantia advantages from its broad product
portfolio. In particular, customers and competitors have pointed out that the capacity to
offer abroad range of equipment is important in the context of turnkey offers for greenfidd
crushing Stes or substantid capacity expangon, and aso that this enables the rock crushing
supplier concerned to offer complete after-sales solutions and to reduce risks through having
one supplier bear the overdl responghility of the rock crushing ingdlation. It was also
argued that this alows the rock crushing supplier to have the best possible knowledge of its
customer’s crushing dte, and therefore to be in a podtion to offer optima advice and
solutions for improvements, upgrades or capecity expansion. In the words of Svedada's
Presdent and CEO, “customers are seeking suppliers who offer complete solutions’.

In that context, the fact that Nordberg and Svedala are considered to be the suppliers with
the broadest product portfolio will clearly give the merged enttity an additiond sgnificant
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comptitive advantage. Similarly with Nordberg, which boasts having a “full product line to
cover dl cusomer requirements in rock size reduction and classifying”, Svedda s President
and CEO indicated that “Svedda is dore in offering a complete assortment. [...]*.
Consequently, customers can acquire a whole line of products and services from a single
supplier, while our competitors can only meet portions of their overal needs. [...]* That
means that we have avery strong platform for the future’.

In particular, the combination of a high reputation and a broad product portfolio should
make the merged entity the supplier of choice for new turnkey contracts. This would
especidly be so because, firdly, other competitors indicated that they depended on the
parties for the supply of certain equipment (primarily cone crushers), secondly, most
customers have indicated that Nordberg and Svedda were the only ones able to offer large
turnkey contracts, and, thirdly, third parties stated that they regard the cone crushers as the
“competitive driver” according to which other purchasing decisons are made (especidly in
hard rock crushing conditions, where the performance of the plant is determined by that of
the cone crusher).

Turnkey aontracts are relatively scarce (they represent approximately [...]* of Nordberg's
rock crushing turnover). However, as indicated in paragraph 39 above, they appear to have
important implications for the conditions of competition: in particular, they have been
reported to creste a longstanding relationship between the equipment supplier and its
customer, which, in view of the customers high risk averson, generaly make it easier for the
supplier to win future contracts with the customer concerned and therefore to further reduce
the comptitive pressure from other suppliers.

Broad geographic coverage

Nordberg and Svedala have unrivalled geographic coverage in the EEA (and even possibly
world-wide). Fird, in an industry sendtive to business cycles, thiswill hdp the merged entity
both to mitigate business risks and to be close to customers when it comes to sales and
sarvice.

Secondly, and much more importantly, this broad coverage should enable the merged entity
to engage in sdective competitive actions againg other suppliers with a more limited (and
sometimes nationd) scope of operations. The effects of such behaviour could be al the more
detrimentd as, in the A& C sector, a Sgnificant proportion of competitors (and sometimes,
the next largest supplier dter the merged entity) fdl in that category. Thisis, for ingance, the
case in the Norwegian, Swedish and Italian markets for A& C cone crushers.

Economies of scale

There are indications that Sze mattersin the A& C sector, Snce competitors indicated thet, in
order to be compstitive in the A& C sectors, relatively high quantities had to be sold so asto
benefit from economies of scale.

In that context, it should be noted that the merged entity will become by far the largest
producer of A& C cones (with [60-70%]* of sdes), aswell as (dbeit to alesser extent) jaw
crushers (with [20-30%]* of sdes) in the EEA. Given that the next largest competitors to
the parties in certain Member States are much smadler companies, this could enable the
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merged entity to engage in targeted competitive actions againgt those competitors and further
tighten their grip on the markets concerned.

This could be the case of Bohringer, Nordberg and Svedald's largest competitor in the
Danish market for jaw crushers, who, athough representing [20-30%]* of sdes in that
country, will have sdes volumes equd to only [0-10%]* of that of the merged entity at the
EEA levd. This could dso be the case in the United Kingdom and Irish markets for cone
crushers, where dthough the parties next competitor, Terex, has Szegble postions, its sdes
of A& C cone crushersin the EEA will be less than one-seventh of that of the merged entity.

Insufficient competitive congraints from exisiing competitors

The above condderations indicate that, after the operation, smaler competitors with a
narrower product range and scope of operations will not be in a podtion to exercise
sufficient competitive pressure on the merged entity. In particular, they will clearly not bein a
position to offer the level of guarantee, reputation and support that risk averse customers
usudly require.

However, as indicated in paragraph 37 above, the rock crushing industry is aso
characterised by a continuum of suppliers, from large, internationa and broad-range firms
(such as Svedda, Nordberg, Terex or Krupp), to smdler companies offering a limited
number of products in a narrow geographic area (such as Haahjem Base, sdlling A& C jaw
crushers in the Nordic countries (Sweden, Finland, Norway, Denmark and Iceland), or
Rodrigo Matias Magahées, only active in Portugd). To the extent that some of the larger
rock crushing suppliers are also activein A& C cone and jaw crushersin the Member States
concerned, it is necessary to examine whether the pressure of those suppliers could
substantialy congtrain the competitive behaviour of the merged entity.

Four of those larger companies manufacture cone crushers and/or jaw crushers. Those are
Terex, Krupp, Parker and Kleemann & Reiner :

(@ Terex isa US-based diversfied globa manufacturer of lifting, earthmoving
and light congtruction equipment for the congruction, quarrying, recycling
and mining indugtries. Terex entered the markets of A& C crushers in 1999
through the acquisitions of US-based Cedarapids Inc. and United Kingdom-
based Powerscreen. Terex now offers a full range of A&C crusher
equipment, including jaw crushers (fixed, track, mounted and portable) and
cone crushers. Terex sdlsits products in 60 countries.

(b) Krupp Fordertechnik is a German subsdiary of the ThyssenKrupp Group
and supplies a full range of crushing equipment. It sdls Telsmith-developed
cone crushers on the basis of a license agreement under the Telsmith brand
name (which isalarge supplier in the US).

Parker is a long-established United Kingdombased manufecturer of crushing and
screening plants. It has expanded its product range during the last five years. It sdis a
wide range of fixed, track mounted and portable jaw crushers. Its product range aso
includes a cone crusher. Parker sells acrossthe EEA.
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(d Kleemann & Reiner is a long-established German company which has expanded
sgnificantly in the 1990s. It now sdls both jaw and cone crushers in most EEA Member
States.

143. The results of the Commission’s investigation indicate that the presence of those competitors
may be sufficient to prevent the merged entity from leveraging its market positions in cone
and jaw crushers so as to extend its dominance into new product aress. Thisis especialy so
because the equipment producers referred to in paragraph 142 aso have relaivey broad
product portfolios, sufficient geographic coverage, and excellent reputation in some market
areas.

144. However, the invedtigation's results aso indicate that those suppliers will not be able to
chdlenge the merged entity’s market position in cone crushers in most EEA Member States
and in jaw crushersin Denmark, Finland, Norway and Sweden.

145. Firg, it is clear from the combination of the parties consderable market shares; the merged
entity’s Sgnificant additiona competitive advantages; the importance attached by customers
to qudity, experience, after-market service and more generdly risk reduction; and the
limited presence and lower reputation of al other suppliersin the markets concerned, that no
other exigting cone or jaw crusher manufacturer would be able to substantidly chdlenge the
merged entity’s competitive position in those markets. This is further suggested by the fact
that most customers could not name any crusher supplier with an offer competitive with that
of the parties (let done that of the merged entity).

146. Secondly, it gppears that the other suppliers may suffer from a number of additiona
weaknesses when compared to the parties. For instance, cone crushers and jaw crushers
(especidly in the Nordic countries) are often used in hard or aborasive rock conditions. It is
true that most crushers available are able to crush hard and soft rock and that it would not
be economicdly feasble to desgn crushing equipment only for hard or for soft rock
gpplications. However, it has been clearly indicated by third parties during the market
investigation that not dl the products offered are able to crush dl hard rock (materid harder
than 30 000 pounds per square inch). In fact, many customers crushing hard rock consider
Nordberg and Svedda as the only suitable suppliers, since they represent the highest qudity
in this respect. In that context, it is highly questionable whether the other suppliers, which are
dready a a disadvantage in terms of reputation, could reasonably @nvince consarvative
customers to change their existing and satisfactory crushers for products perceived to have a
lower qudity.

147. Smilarly, there are strong indications that those suppliers digtribution networks may be
much less effective than that of Nordberg and Svedda. For instance, a significant number of
cusomers (such as the Portuguese association for mining and aggregate companies)
indicated that they were not aware of any other supplier but Nordberg and Svedda. Others
indicated that those other suppliers they knew did not have sufficient presence in ther
country.

148. In the light of the above, it is concluded that existing competitors are not in a postion to
subgtantidly chdlenge the merged entity’s market postion, or to exercise any sgnificant
condraint on its competitive behaviour in the markets concerned. This is dso further
confirmed by the results of the Commisson’'s investigation, since most customers and
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competitors indicated that the operation would create a monopoly in cone crushers, and a
ggnificant number of customers in the Nordic countries expressed concerns for jaw
crushers. As one customer put it, “the dternatives are few and do not have the in-depth
knowledge and world-wide experience gpplicable. Choice will be virtudly nil”.

Insufficient countervailing buying power from cusomers

There is no indication that A& C customers could have sufficient market power to congrain
the competitive behaviour of the merged entity. As indicated in paragraph 35 above, A&C
demand is highly fragmented (customers usudly accounting for no more than [...]* of
Nordberg or Sveddas sdes), customers do not often procure new equipment and
purchases therefore tend to vary from one year to another. That is further indicated by the
fact that a mgority of customers indicated that they had limited bargaining power and
depended on a limited number of suppliers. Most customers aso voiced serious concerns
about the effects of the proposed transaction.

Insufficient additional competitive condraints

Other technologies

The parties have submitted that there is a degree of demand side subgtitutability between the
various A&C crusher markets, especidly between VS impactors and cone crushers.
According to the parties, VS impactors could compete with cone crushers in goproximetely
30% of cone crusher applications. They clam tha this subgtitution is dso expected to
increase following technologica advances, and therefore to dgnificantly reduce any market
power the merged entity could have in cone crushers.

The market investigation does not support this reasoning. First, even accepting the argument
of the parties, cone crushers would not compete with VS impactors in 70% of cases.

Secondly, a vast mgority of competitors indicated that they did not consider VS impactors
(or any other technology) to be sufficient to congtrain the competitive behaviour and the
prices of the merged entity. As one competitor put it, “a cone crusher is a very important
machine for the mgority of processng plants. When a cone crusher is needed due to the
crushed materid there is no technicd dternative, it can definitdy not be replaced by a
vertical shaft impactor, because it is not technicaly or economicaly possible’. It is therefore
concluded that dternative technologies are not sufficient to condrain the competitive
behaviour and the prices of the merged entity.

Used equipment

The parties have aso submitted that, in addition to new rock crushing equipment, there is
ggnificant trade in used equipment within the EEA. According to the parties there are severd
globdly operating suppliers sdling this “second hand equipment”. Used equipment is aso
widdy advertised.

However, as indicated above in paragraphs 69 — 73 relaive to product market definition,
used equipment is reatively rardly consdered to be an dternative to new equipment by
customers, primarily because of the risks (questionable rdiability and durability, absence of
guarantee, uncertainties about supply of spare parts, etc.) attached to used products. In
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addition, especidly in high performance gpplications, a maximum utilisation of the equipment
is required and these operaions cannot use second-hand equipment to achieve ther
business objectives. Used equipment is sometimes considered for budgetary reasons in
order to complete crushing work with a limited scope, but even in these specific cases
smdler and cheaper new crushers are usudly preferred instead of second-hand crushers.

Furthermore, even those customers who indicated they were prepared to buy used
equipment stated that they would only do o for relaively new equipment with few hours of
utilisation. Given that customers aso indicated that, used machines were usudly very old and
outdated, this further confirms that the presence of a stock of used equipment may not be
sufficient to substantially constrain the merged entity’ s competitive behaviour.

In the light of the above, it is therefore concluded that used equipment or dternative
technologies do not condtitute substantial congraints for new A& C cone and jaw crushers.

High barriers to entry

There is no indication that the merged entity’s market postion in A&C cone and jaw
crushers could be substantially challenged in the short to medium term by the prospect of
new entry.

Firg, the conditions of entry cannot be dissociated from the high risk averson of customers.
In that context, it is quite gpparent that any new entrant would face congderable hurdles
because it would lack sufficient reputation and references, and would not be able to
guarantee security of supply of spare parts and customer services. Those barriers will be
further gdrengthened after the merger has crested a highly-reputed supplier with a
consderable reference list and customer base.

In particular, the results of the Commission’s investigation indicate thet, in addition to the
subgtantiad investment and efforts linked to the development of sufficient know-how and
production capecity in a new technology, any newcomer would face significant obstacles in
convincing risk averse customers of the quality of its products and services. For ingtance, it
gppears from the Commisson's investigation that newcomers will often be unable to sl

their products unless they can offer physca demongration of their products, test their
products under the cusomers fidd conditions, and provide customers with satisfactory

reference ligts. The high codts rative to demongration and tests, and the impossibility for
new entrants to produce reference ligts, will dl contribute to making entry very difficult. This
is probably even more so in Denmark, Finland, Norway and Sweden, where rock crushers
often operate in hard/abrasive rock conditions, and therefore the requirements for religbility
and qudity, and the customers risk aversion, will be even more important than elsewhere.

Furthermore, asindicated in paragraphs 80 — 82 above, sdlling in A& C markets requires the
presence of an effective digtribution network, with the ability to quickly and competitively
supply spare and wear parts and provide maintenance and advice to customers. It appears
from the Commisson’'s invedigation that, in view of the limited amount of multi-brand
dedlers available, and of the need for longstanding rel ationships between the customers and
ther distributors, developing a distribution network would entail subgtantid financid
invesment and, more importantly, would involve a subgtantid amount of time (in the order of
severd years). As one competitor indicated, “for both after-sdes and didtribution, thereisa
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limited number of experienced deders available in a specific market, which are normaly
bound to a specific producer/brand. Best access to the customer base is the key to success.
To establish this access, very long contacts and mutua confidence are required which at the
beginning cost money and do not creete equivaent income.”

Findly, it gppears tha, in order to be competitive in the A&C sectors, rdatively high
quantities have to be sold so as to benefit from economies of scale. Approximately 400 to
500 cone crushers, and about 600 to 700 jaw crushers are supplied each year in the EEA.
This would place any newcomer a a codt-disadvantage in relation to well-established
producers, particularly since the newcomer would have to offer a complete range of
products of various sizes and performance.

Those risks and costs will even be further increased by the proposed operation, and in
particular because of the formidable competitive advantages and Sze of the merged entity.
Any entrant would have to face a dominant player with an excellent reputation, a very broad
product portfolio and geographic presence and considerable sales volumes and customer
base. This would be especialy true in Denmark, Finland, Norway and Sweden, in view of
the historic presence of the parties in those countries, the specific rock conditions found
there, and the low market volumes to be obtained in those Member States.

In the light of the above, it is concluded that potential competition will not be sufficient to
subgtantialy congtrain the competitive behaviour of the merged entity. As one competitor put
it, “potentid competitors [...]* can only for a amdl extent influence the behaviour of the
merged company, as, [...]* regarding [its]* distribution network, after-saes network, and
epecidly regarding [its]* products (jaws, cones), [the new company will be]* very
dominating in the world-wide market and especidly very dominating in al European
countries. The production of cone crushers is economicaly only possible if high quantities
are produced. So every potentia competitor will be afraid of high start-up investment not
knowing if hewill sl the critica quantity”.

Effects of the operation

The above consderations demongrate that the proposed transaction will result in the
creation of a dominant player in the markets for cone crushers and jaw crushers concerned.
Furthermore, there are strong indications that it will eiminate the main source of competition
in those markets, insofar as that competition primarily gppeared to result from the rivary
between Nordberg and Svedaa.

The smilarity between Nordberg and Svedada, and the consderable advantages of these
two companies over other equipment suppliers, are clear from the Commisson's
investigation. For ingtance, most customers could only quote Nordberg and Svedala among
those suppliers able to competitively offer turnkey contracts, or to offer products realy
suitable for hard rock conditions. Similarly, when asked to name equipment suppliers with an
offer competitive with that of Nordberg and Svedala, customers either could not name any
such producer, or quoted only a very limited number, only to explain that they suffered from
substantial competitive disadvantages as regards the parties.

For instance, customers stated that “Nordberg and Svedda are smilar in terms of
quality/performance/price etc.”, “there is no equivaent on the overal product range. At this
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date, we have no vighility over dternaive suppliers with an equivdent offer (in terms of
product and after-saes services)”, “the dternaives are few and do not have the in-depth
knowledge and world-wide experience gpplicable’. As for ther lead in reputation, some
customers even stated that only Nordberg and Svedda did not have to demondrate the
capacity of thar new crushers.

166. The fact that Nordberg and Svedala are dso competing directly with each other is dso
clearly reflected in the results of the Commisson’s investigation, since a vast mgority of
customers indicated that they use both Nordberg and Svedaafor most of their supplies, and
severd customers explicitly stated that their procurement policy was based on competition
between those two suppliers.

167. The rivary between Nordberg and Svedda is dso clearly apparent from Metso's interna
documents. [...]*.

168. By diminaing that rivdry, the operation will both create a virtualy unchdlenged market
player and remove the main source of competition in the A& C markets concerned. It is
therefore no surprise that amost dl of the customers who responded to the Commission’s
investigation voiced serious concerns as to the effects of the proposed transaction. Examples
of such statements include “the proposed operation will create afar too dominating actor on
the crushing equipment market”, “”we will only have one supplier of crushing eguipment
during the upcoming years.”, “we will be deserted to just one manufacturer”, or “the crushing
market [...]* needs these two big manufacturers. It is strongly recommended to deny this
merger to avoid a superpower and extreme dominance in crushing and processing
equipment”.

C. CONCLUSION

169. It is therefore concluded that the operation will create a dominant position by the merged
entity on the markets for A&C cone crushers in Austria, Denmark, Finland, France,
Germany, Italy, Ireland, Norway, Portugd, Spain, Sweden and the United Kingdom; it will
a0 create a dominant position by the merged entity on the markets for A& C jaw crushers
in Denmark, Finland, Norway and Sweden.

VIl. COMPETITIVEASSESSMENT FOR MINING CRUSHERS

170. Asindicated in paragraph 49 above, mining crushers are the larger crushers sold to larger
mining companies or aggregate and cement producers. They include primary gyratory
crushers, larger cone crusher (up to the high-capacity cone crushers), larger jaw crusher,
larger HS impactors, aswell as grinding mills and roller presses.

171. With the exception of grinding mills, annua EEA-wide sdes of the different types of mining
crushers are typicadly very low. For instance, based on the data provided by the parties, only
[...]* mining jaw crushers were sold in 1997 and in 1999. Similarly, the EEA-wide sales of
primary gyratory crushers have not exceeded [...]* pieces per year in each year from 1997
to 1999.
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172. Given the very low volumes of mining crushers sdes in the EEA, the andyss of the market
postions of the different competitors has to be based on market shares calculated over a
aufficiently long period of time, Snce sdes in just two or three years are too limited to be
ggnificant. Therefore, unless expresdy stated otherwise, the market share figures for mining
crushers are calculated on the basis of atenyear period (1990 to 1999).

A. PRODUCTSOTHER THAN HIGH-CAPACITY CONES, JAWSAND GYRATORIES

173. Thereis no indication that the operation will create competition concerns in the markets for
HS impactors, medium-capacity cone crushers, grinding mills and roller presses.

174. Frg, the operation will not create any overlgps in medium-capacity cone crushers and roller
presses.

175. Secondly, the parties cumulated market shares in HS impactors do not exceed [25-35%]*,
and the merged entity will gill be faced with a large number of competitors, including
Hazemag [20-30%]* market share), SBM [5-15%]* and Krupp [5-15%]*.

176. Findly, while the parties have a share of approximatdy [25-35%]* of the grinding mill

market, they will dill face a Sgnificant number of competitors, including F.L. Smidth-Fuller
(approximatdy [10-20%]* market share), KHD [5-15%]* and Krupp [5-15%]*.

B. HIGH-CAPACITY CONE, JAW AND PRIMARY GYRATORY CRUSHERS

Market positions of the parties and their competitors

High-capacity cone crushers

177. Nordberg and Svedaa are the only rock crusher suppliers to have sold high-capacity cone
crushers in the EEA over the last ten years. In particular, Svedala sold [...]* H8000 in
[...]*, while Nordberg supplied [...]* HP800 and [...]* “enhanced force” MP800 in

[...]*.

178. Furthermore, the parties have only one competitor at globa leve in high-capacity cone
crushers, namdy Kawasaki. However, Kawasaki has never sold any high-capacity cone
crusher in Europe. Secondly, its credibility in high-capacity cone crushers remains highly
questionable, since Kawasaki’s globa sdes of high capacity cone crushers in the last three
years are limited to only [...]* KFS2100 crusher, in Japan. It follows that, even a a globa
level, the parties had combined market shares in excess of [85-95%]* for each of the last
three years. The operaion would therefore lead to a virtud monopoly in very large, high
capacity cone crushers.

179. In its response to the Statement of Objections, Metso points out that Kawasaki aso
supplies the Z18 cone crusher which, according to Metso, is a very smilar product to
Svedaa's H8000. However, as dready indicated in paragraph 61 above, the Z18 cone
crusher cannot be compared with the parties high capacity cone crushers because of its
sgnificantly lower nominad power rating.
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The presence of competition concerns would dso remain in the context of the dternative
product market definition for very large cone crushers as submitted by the parties. Even if
the dternative market definition for very large cone crushers, proposed by the parties, were
used, the competition concerns would remain. In such a case, the very large cone crusher
segment would condst of two separate markets, the first only comprisng Nordberg's
MP800 and MP1000 products and the second comprising al other high capacity cone
crushers. In the firs market, Nordberg would obvioudy have a globa (and a fortiori EEA-
wide) monopaly. In the second market, the parties would be the only companies to have
made sdes in the EEA and a globd leve in the last three years. In fact, no other company
has made a sngle sale of a high capacity cone crusher in the EEA in the lagt ten years. The
operation would therefore diminate any remaining competition in this second market as well.
Furthermore, there are strong indications that only Svedda (and to a much lesser extent
Kawasaki) would be likely entrants in the firg market (MP800 and MP1000 crushers),
because they are the only cone crusher producers with products with a size and power
approaching that of the MP800 and MP1000 crushers. The fact that Sveddais viewed as
the most serious potentid competitor is dso confirmed in documents submitted to the
Commission by Metso, [...]*.

In that context, it gppears tha the operation will result in the dimination of the man
dternative source of competition in both very large cone crusher markets, and therefore will
cregte or strengthen a dominant position.

Primary gyratory crushers

The totd sales of primary gyratory crushersin the EEA are extremely limited (18 unitsin ten
years). However, over the 10-year period between 1990 and 1999, Metso and Svedaa's
cumulated sales accounted for more than [55-65%]* of the total EEA-wide sales. There are
only two other competitors in the EEA, namdy F. L. Smidth-Fuller [15-25%]* market
share and Krupp [10-20%]*.

The merged entity would dso be the leading sdller of gyratories world-wide, with a market
share of approximately [30-40%]*, compared with approximately [15-25%]* for itslargest
competitor, F. L. Smidth-Fuller.

Furthermore, there are indications that Nordberg’'s competitive position is actualy stronger
than what its current market shares would suggest. This is so because (i) those market
shares are based on the sdes of Nordberg's current products (namely the GY and
Morgardshammar ranges); and (ii) Nordberg is currently introducing a new, state-of-the art
technology aimed at offering ared chdlenge to Svedaa s leading products.

Nordberg's podtion in primary gyratory crushers has been traditionally wesker than that of
Svedala. However, Nordberg has recently decided to address that issue by introducing a
new gyratory crusher range expected to substantialy increase Nordberg's postion in that
sector. A prototype of this new crusher range (“XP-50") has aready been assembled and
demondrated by Metso a a recent mining equipment far in the United States. Metso
offered an XP-50 gyratory crusher on [...]* occasons in 2000. On [...]* of these
occasions, Metso was not able to sdl the XP-50, in particular because it had not yet been
fidd-tested. Metso, however, has found an American customer who has accepted to rent an
XP-50 gyratory crusher on atrid bass. At the end of the testing period (expected to be in
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[...]*), this customer will have the option to purchase the XP-50 gyratory crusher. It
appears therefore that the XP-50 technology is amost ready, and that Metso has been
confident enough about its reliability to offer it to severd customers. The actud introduction
of the XP-50 range in the market will thus most likely occur in 2001.

186. Metso gpparently centres its primary gyratory strategy on the new XP-50 range. [...]*.

187. The am of Metso, with the introduction of the XP-50 primary gyratory range, is clearly to
gan maket share from F.L. Smidth-Fuller and Kawasaki. It is noteworthy that just the
above-mentioned try-buy sde of an XP-50 crusher to an American customer will increase
Metso’' s worldwide market share by approximately [0-10%]*.

188. It follows that the effect of the proposed transaction will be twofold: firdt, the operation will
eliminate the competition between Metso's and Svedda's current product ranges, which
collectively account for [55-65%]* of sdes in the EEA. Secondly, and even more
importantly, it will combine Svedda s leading crushers with Nordberg's new and promising
XP-50 technology, which is anticipated to become more successful than Nordberg's current
product ranges. If, as seems likely, the XP-50 range proves successful and Metso reaches
itstarget of overtaking F. L. Smidth-Fuller and Kawasaki, the parties will have a cumulated
share of the primary gyratory market of [40-55%]* worldwide and gpproximately [65-
75%]* in the EEA by 2002. Thisimpliesthat, in the longer term, the introduction of the XP-
50 technology combined with Sveddas leading range of products would probably make the
merged entity’s competitive position sronger than what the immediate combination of
Svedda and Nordberg's GY and Morgardshammar ranges suggest.

Jaw crushers

189. In the market for jaw crushers, the operation would lead to a combined market share of
[35-45%]* for mining jaw crushers. Furthermore, the next largest competitors, Laron [15-
25%]* market share, Krupp [10-20%]* market share) and PSP [5-15%]* would have
much lower market positions in the EEA. The parties would therefore have a Sgnificant and
leading pogition in the European market.

Additiona competitive advantages of the parties

190. The above condderations suggest that the merged entity will have a virtudly globd (ad a
fortiori EEA-wide) monopoly in high-capacity cone crushers, and that the merged entity will
have consderable market shares in both the primary gyratory and jaw crusher markets,
whereit will be very substantialy larger than its next largest comptitors.

191. Furthermore, it appears from the market investigation that the merged entity will benefit from
a number of additiond competitive advantages making it even more difficult for other
suppliers and/or entrants to challenge its market position.

192. Peformance, rdiability and quality are determining factors for customers wishing to procure
new rock crushing machinery. The Commisson’s investigation shows that mining customers
are extremely sengtive to these factors. Moreover, given that they operate in harsh
conditions and that the vaue of their production is usudly significantly higher than the cogts
involved in the crushing process, mining customers will avoid taking any risk in the choice of
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their suppliers and will be very cautious to purchase only from suppliers with a proven track-
record, even if that implies a higher price. This is especidly true for purchases of large,
essentia equipment such as a high capacity cone crusher, a large jaw crusher or a gyratory
crusher, since the break down or the failure to operate properly of such equipment would
put the entire production of the mine or quarry at risk. In that context, it is important to note
that the vast mgority of mining customers indicated rdiability and qudity among the key
srengths of the parties.

Mining customers do not only want reliable products, they are dso very eager that their
supplier will not disgppear before the end of the operating life of the purchased equipment.
Being the clear industry leaders, the parties are seen as financially more solid than many of
their smaller competitors and will therefore be preferred by risk-averse customers .

Severad mining customers also gppear to condder that the parties ability to offer a broad
range of equipment is a ggnificant competitive advantage. Having a broad range of
equipment on offer is important in particular because mining customers are usudly large
companies that operate mining gtes in different locations, and with different geologica /
physica characteristics. Only crusher producers with a complete range of products will be
able to make suitable offers for each of the Sites of the customer. Such producers will have
the posshility to become “core’” suppliers and will have improved chances of winning
tenders organised by the customer. Furthermore, the parties broad product portfolio means
that they are more likely than their competitors to be requested by a potentia customer to
bid for the supply of crushing machinery. This increases the frequency of contacts with
customers and mproves the understanding of their needs. In particular, the experience
ganed from the sdle of a particular product can then be used to make an appropriate and
targeted offer of other products for the same mining or quarrying site.

Findly, the wide geographic coverage of the parties is clearly an additiond advantage when
serving mining customers, many of which are multinationa's operating on different continents.

Insufficient competitive congraints from exisiing competitors

In the market for very large, high capacity cone crushers, the combined entity would face
virtudly no other competitor in the EEA. The remaining competition will therefore obvioudy
not restrain the parties’ behaviour in this market.

As regards the markets for jaw crushers and primary gyratory crushers, the combined entity
would have a market share approximately two to three times that of each of its main
competitorsin the EEA, PSP, Krupp and F.L- Smidth Fuller. The mere difference in market
shares means that PSP, Krupp and F.L- Smidth Fuller will not be in a pogtion sgnificantly
to condrain the parties competitive behaviour. Furthermore, in its own view, F.L- Smidth
Fuller does not have a very strong commercia presence in Europe. F.L- Smidth Fuller's
focus is essntidly on very large mining cusomers, especidly in the USA and South
America, whereas a Sgnificant share of the mining crusher market in Europe corresponds to
sdes to large aggregate quarries, which F.L- Smidth Fuller congders as a different type of
business. In addition, F.L- Smidth Fuller has amuch more limited range of products than the
parties, since it does not manufacture cone crushers nor impactors.
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198. Asregards the market for mining jaw crushers, the parties main competitors, except Krupp,
are smdl companies, often active in limited aress. For instance, PSP has a totd annud
turnover of gpproximately EUR 50 million, whereas Laron, consdered by the parties as
“the leading mining jaw crusher supplier in the EEA in 1999”, has not sold any mining jaw
crusher outsde Spain in the last three years.

199. Moreover, the parties will be able to leverage their very strong postions in other key
crushing equipment markets such as cone crushers (A& C size as well as high-capacity cone
crushers) and gyratory crushers to conduct targeted, anti-competitive actions against Krupp
or other competitors trying to challenge their postion in the jaw crusher or primary gyratory
crusher markets. In that respect, it should be noted thet, athough Krupp is currently the
leading supplier in the EEA of medium-capacity mining cone crushers, it would certainly not
be difficult for the parties to enter this market by developing and offering “scaed-down”
versons of thelr exiting and commercidly very successful high capacity cone crushers.

200. Findly, the parties competitors in jaw crushers (namely Laron, Krupp and PSP) appear to
auffer from dgnificant cost-disadvantages when compared with the parties. In particular,
snce the merged entity's overal production of mining jaw crushers will be two to three
times larger than that of its main competitors, it will benefit from sgnificant economies of
scae.

201. In its response to the Statement of Objections, Metso has expressed the view that
economies of scae resulting from the merger would not be significant, because asubstantia
proportion of the production of mining jaw crushers is outsourced. Furthermore, the parties
believe that they could actually be a a cost disadvantage when compared to smdler, less
integrated competitors, because they have higher fixed cogs. These arguments, however,
can not be accepted by the Commission. Fird, they are largely contradictory. If Metso
outsources alarge part of its mining jaw crusher production, it cannot a the same time argue
that it is at a cost disadvantage becauseit is verticdly integrated with its foundries. Secondly,
it is clear that outsourcing does not reduce economies of scade: the higher the volume of
sdes, the eader it is for the subcontractor to cover its fixed cods, a large share of which
corresponds to equipment such as moulds, etc. that are specificdly required for the
production of the components purchased by the parties. Therefore, the higher the sales of
the parties, the lower the price charged by the subcontractor will be. Thus, economies of
scae benefit the parties in the same way, whether fixed costs are supported directly, or
indirectly, through the price charged by subcontractors. Furthermore, higher volumes may
aso trandae in higher procurement power vis-a-vis subcontractors, and therefore in lower
supply cods for the components which the parties outsource. Smilarly, and for the same
reasons, it is artificid to consder that higher fixed costs resulting from vertica integration
with in-house foundries would create a competitive disadvantage for the parties: smdler
competitors can not afford to have an in-house foundry precisely because they do not
benefit from the high sdes volumes of the parties. Furthermore, an in-house foundry
produces cagtings for al types of crushers, and not just for mining jaw crushers, and the
corresponding fixed costs can thus be spread across the entire crushing equipment
production of the parties. The Commission thus maintains its conclusion that the operation
would result in Sgnificant economies of scale for the merged entity.
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202. It can thus be concluded that no competitor will be in a postion to significantly chalenge the
paties postion in the markets for high-capacity cone crushers, for mining jaw crushers and
for gyratory crushers.

Insufficient countervailing buying power from cusomers

203. High capacity cone crusher customers will obvioudy not be in a pogtion to exercise any
sgnificant degree of countervailing power which would limit the parties market power.
Indeed, customers will be left with virtudly no other choice than to purchase therr high-
capacity cone crushers from the merged entity.

204. Furthermore, even for primary gyratory crushers and jaw crushers, thereis no indication that
customers would have aufficient countervaling power to subgtantidly condrain the
competitive behaviour of the merged entity. Customers in the EEA usudly account for a
relaively low share of the parties turnover. For ingance, Sveddds man European
customer only represents [...]* of Svedala's sales of gyratory crushers world-wide, while
Nordberg’'s main European customer for jaw crushers only accounts for [...]* of
Nordberg's overal mining jaw sdes. In addition, primary gyratory crushers, jaw crushers
and cone crushers are consdered as an essentia equipment in any mining company’s
crushing plant, so that customers will usualy opt for safe and proven solutions rather than
turn to less-reputed suppliers unable to satisfactorily guarantee rdiability and security of
after-sales services and spare part supplies, even if that implies accepting higher prices.

No substitute products

205. It has been argued that a certain degree of subdtitutability may exist between gyratory
crushers and large mining jaw crushers. However, the parties have indicated that jaw
crushers cost in the region of EUR 40 000 to EUR 600 000 and have a typica capacity
range of 20 to 1500 tonnes/ hour, whereas a primary gyratory crusher costs in the region of
EUR 1 million to EUR 2 million and has a typicd capacity range of 1 000 to 5 000
tonnes/hour. It gppears therefore that for high volume primary crushing gpplications (typicaly
over 2000 tonneshour), only gyratory crushers are suitable. Furthermore, the price
differences between the two types of equipment clearly show that customers do not view
them as economicdly subgtitutable. Therefore, it can be concluded that demand sde
subgtitution between primary gyratory crushers and large mining jaw crushers is insufficient
to prevent the parties from obtaining a dominant position in the gyratory crusher market.

206. Moreover, the parties combined strength in the mining jaw and primary gyratory crushers
markets means that they will be the supplier of reference for al mining equipment used in
primary crushing applications, whether the customer chooses a jaw or a gyratory crusher.
The limited degree of subdtitutability between jaw crushers and gyratory crushers will
therefore be even more reduced after the operation, since the merged entity will be the
dominant player in each of these markets, with the ability to raise prices in both markets
amultaneoudy.

207. The parties have submitted that the purchase of two smdler cone crushers could be
conddered as an dternative to one high capacity crusher. However, as indicated in
paragraphs 70 — 73 above, thisis generaly not a credible and economica option.
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Therefore, it can be concluded that there are no real substitutes for gyratory crushers and for
very large high capacity mining cones.

The parties have dso submitted that, in addition to new rock crushing equipment, there is
ggnificant trade in used equipment within the EEA. According to the parties there are
severd, globally operating suppliers sdlling this " second hand equipment”. Used equipment is
aso widdly advertised.

On the basis of the market investigation it may be concluded that there is a separate market
for used equipment. For the same reasons as in the A& C markets, the existence of used
equipment can not be taken into account as ared competitive congtraint when anadysing the
parties market pogtion. It should be noted that “old” used equipment will normaly not be
congdered by mining customers who are extremely sendtive to risks, and that “recent” (i.e.
less than a few years old) used mining crushers are hardly avallable a dl. In particular, a
mining customer dated that it once “inddled a used gyratory primary owing to cost
condraints’ and that it turned out to be “a big mistake’ o that it had eventudly to buy a
new crusher.

In the light of the above, it is therefore concluded that used equipment or dterndive
technologies do not condtitute substantia congtraints to the parties competitive behaviour in
the high capacity cone crusher market and in the primary gyratory crusher market.

High barriersto entry

There is no indication that the merged entity’s market position in high capacity cones and
primary gyratory crushers could be substantialy challenged in the short to medium term by

the prospect of new entry.

Barriers to entry in the high capacity cone crusher market are high, due to the investments
and technology required: some competitors have indicated that it would take up to five years
to develop and market a very large high capacity cone crusher. Furthermore, given the very
limited volume of the globd sdes of very bBrge, high capacity cone crushers, it is highly
unlikely that new competitors will attempt to enter this market segment. Indeed, besdes the
parties, the only other player in this market, Kawasaki, has not been particularly successful,
snce it has not captured more than [5-15%]* of the world-wide sales, and has not made a
snglesdein Europe in the last three years.

The operation will remove Nordberg's only sgnificant competitor in the high capacity cone
crusher market, and probably the only one with sufficent technologicad and financid
resources to successfully expand its sales of very large cone crushers. In this respect, an
interna strategy document of Metso dated August 1 1999 statesthe following: [...]*.

New entry in the primary gyratory market is dso extremdy unlikely, because of the very
limited volume of sdes, both a European and globd level : over the lagt three years, the
annud world-wide sdes of gyratory crushers have not exceeded 30 units. It has been
indicated by third parties that t would take gpproximately five years for a new entrant to
design, manufacture, ingdl and test a new gyratory crusher. Because of the limited size of
this market, the development cogts and the investment that a new entrant would have to
incur cannot be recovered in areasonable period of time. Entry would be even more difficult

39



Thistext is made available for information purposes only and does not constitute an official publication

216.

217.

218.

now that Nordberg has just introduced the new XP-50 range of modern and apparently
effective primary gyratory crushers, described in Nordberg’s documentsas|...]*.

Moreover, new entry from competitors active outside the EEA does not represent a credible
threat to the parties podtion in the gyratory crusher and jaw crusher markets besides
Chinese and Russan manufacturers, which have a very limited commercid presence outside
their domegtic aress, the only significant competitors of the parties a globd leve in the
gyratory crusher market are Kobe, Kawasaki, F.L. Smidth-Fuller and Krupp. In the mining
jaw crusher market, the parties main competitors at globa level are Kobe and Terex, with
world-wide market shares of less than [0-10%]*. F.L Smidth-Fuller and Krupp are dready
active in the European gyratory crusher market, and can therefore not be considered as
potentia “new entrants’. Among the globa competitors in the gyratory crusher market, only
Kobe and Kawasaki, which have not made any sales of mining crushersin the EEA between
1990 and 1999, could possibly be consdered as potential new entrants. However, at globa
level, Kobe's and Kawasaki’s presence in the gyratory ausher market is very limited.
According to the parties estimate, Kobe' s world-wide market sharel? is approximately [5-
15%]* and Kawasaki’s market share is approximately [0-10%]*, whilst the parties would
have an edtimated world-wide market share of [30-40%]* following the merger. Smilarly,
Kobe and Terex have not sold any mining jaw crusher in Europe between 1990 and 1999
and only have modest shares of the worldwide sdes of mining jaw crushers. Furthermore,
most competitors and customers view Kobe and Kawasaki as players essentidly active in
the Ada-Pacific region, rather than as globa competitors. It is therefore clear that Kobe,
Kawasaki and Terex do not represent a serious threat to the parties postion in the EEA-
wide jaw and gyratory crusher markets.

Entering the markets for high capacity cone crushers or primary gyratory crushers would
entail sgnificant risks, which are unlikely to be rewarded, because of the limited Sze of these
markets. Furthermore, the characteristics of these markets, and in particular the durakility of
the products and the critica impact a breakdown can have on the customer’s operation,
mean that a new entrant would have to face particularly high barriers. Since customers are
extremey sengtiveto rdiability, any new entrant would have to establish that its products are
of a least as good quality as those of the parties. The risk averson of mining customers
means that they will probably be very reluctant to purchase from a new entrant, unless it has
been able to demondrate the qudity of its products during a sufficiently long period of time.
Therefore, a new entrant would have to spend a considerable amount of time and resources
demondtrating its new products before it can make any sdes. This would further reduce the
profitability of entering the high capacity cone crusher market and/or the primary gyratory
market.

Moreover, new entrants would face an additiond barrier ance, in the EEA, the parties have
the largest share of the ingtdled base of primary gyratory crushers and dmost the entirety of
the high capacity cone crushersingtdled base. These strong ingtalled bases mean that, due to
the importance of after-saes services, the parties will retain a privileged access to the main
European mining customers.

12 Excluding Chinese and Russian producers.
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219. In their response to the Statement of Objections, the parties indicated that they consider that
barriers to entry into the market for mining jaw crushers are low. In their response, the
parties referred to Extec, a United Kingdom company which “has introduced a mobile jaw
product from scratch in 1996 and now has full range of mobile A&C jaw crushers
which it sells across the EEA”. However, Extec can not be considered as anew entrant in
the mining jaw crusher market. Mobile A&C jaw crushers are sgnificantly srdler than
mining jaw crushers (which are aways fixed) and belong to the A& C jaw crusher market,
which is different from the mining jaw crusher market. Extec has never sold a mining jaw
crusher. The parties have not produced any other evidence of recent and successful entry
into this market.

220. Furthermore, the totd demand in the EEA-wide and worldwide for mining jaw crushers is
extremely smal when compared with other types of rock crushing equipment. In recent
years, the average annud demand for mining jaw crushers was [...]* in the EEA, and
gpproximately 50 worldwide, whereas the demand for A& C jaw crushers was above 600
pieces ayedr, just in the EEA. This explainswhy “new entrants’ such as Extec have targeted
the A&C jaw crusher market, and have actually avoided entering the mining jaw crusher
market. Therefore, and for the same reasons as indicated in paragraphs 213-217 above
concerning entry into the primary gyratory market or into the high capacity cone crusher
market, new entry into the mining jaw crusher market is extremdy unlikely given its limited
sgze (EEA-wide and world wide) and because of the extreme risk averson of mining
customers.

221. Findly, the above risks and costs will be further increased by the proposed operation, for
the same reasons & in the case of the A& C markets. Any entrant would have to face a
dominant player with an excdlent reputation, a very broad product portfolio and geographic
presence and considerable sales volumes and customer base.

222. In the light of the above, it is concluded that potential competition will not be sufficient to
subgtantidly congtrain the competitive behaviour of the merged entity.

Effects of the operation

223. In the light of the above, it is concluded that the merged entity will be able to act
independently of its competitors and suppliers in the markets for high capacity cone
crushers, jaw crushers and primary gyratory crushers, and that its competitive position will
not be sufficiently constrained by the prospects of potentia entry.

224. The market postion of the merged entity will be even dronger since, as indicated in
paragraphs 190-195 above, it will benefit from a number of competitive advantages in
addition to its sheer Sze. Those are, particular, the highest reputation and geographic
coverage in the industry and an unrivaled product portfolio.

C. CONCLUSON

225. Inthelight of the above, it is therefore concluded that the operation will create or strengthen
adominant pogtion by the merged entity on the markets for primary gyratory crushersin the
EEA, mining jaw crushersin the EEA, and high-capacity mining cone crushersin the EEA.
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VIIl. COMMITMENTSSUBMITTED BY METSO

226. On 13 December 2000, the parties offered certain commitments to remove the competition
concarns which the Commission had identified in its Statement of Objections. Those
commitments have been subsequently amended by the parties taking into account certain
adjustments required by the Commission in view of, in particular, the results of the market
test. The full text of thefind commitmentsis set out in the Annex I1.

A. SUMMARY OF THE COMMITMENTS

227. The commitments offered by the parties consst of the divestment of three subsidiaries of
Svedda active in the R&D, production and enginegring of crushing equipment, the
divestment of Nordberg's ¢ range of primary gyratory crushers, and the divesment of
certain digtribution assets of Sveddain the EEA.

228. More specificdly, the commitmentsinclude;

- the divestment of Svedda — Arbra AB (“SAAB”), a wholly-owned subsidiary of Svedda
where al Hydrocone cone crushers (including Svedada s H8000 high-capacity mining cone
crusher) are produced and where Jawmaster jaw crushers are manufactured;

- the divestment of Svedda SA (“SAA”), a wholly-owned subsidiary of Svedda where dl
Eurocone cone crushers are produced, and where certain HS impactors, screens, feeders,
conveyors, and mobile versons of those products are manufactured. SAA dso has an
engineering facility at Clichy (France).

- the divestment of Svedada Mobile Equipment AB (“SMEAB”), awhally-owned subsidiary
of Svedda where the mobile versons of the Javmaster jaw crushers and the Hydrocone
cone crushers are produced, and where mobile screens and mobile feeders are adso
manufactured,

- the divestment of Nordberg's GY and Morgardshammar ranges of primary gyratory
crushers, and of Nordberg' s new prototype XP-50 technology;

- the transfer of key personnel and assets relative to the digtribution of Svedala s productsin
Audria, Belgium, Denmark, Finland, France, Germany, Itdy, Irdand, Netherlands,
Norway, Spain, Sweden and the United Kingdom;

- the assgnment of Svedaa s distribution contract with athird party in Portugdl.

229. The divetment of each of SAAB, SAA, SMEAB and Nordberg's range of primary
gyratory crushers will include al rdevant intdlectud property rights, fittings, stocks of parts,
as wdl as rights to supply contracts, personnd and sale contract owned. They will adso
include the transfer of the lease contracts of Sveddafor dl land and buildings making up the
facilities of SAAB and SMEAB (which are not owned by Svedad).
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230.

231.

232.

233.

234.

235.

B. ASSESSMENT OF THE COMMITMENTS

Cones and jaw crushers

The commitments submitted by the parties will lead to the divestment of dl of Sveddds
products in cone crushers and jaw crushers, and will therefore completdy diminae the
product overlap between Nordberg and Svedala in those sectors.

Furthermore, it appears that the divestment package includes sufficient assets, personnel and
rights for the purchasers of the divested businesses to operate as a viable compstitive force
on the markets concerned. In particular, it should be noted that the proposed commitments
include dl of Sveddd s production facilities for cone crushers, as wel as extensve R&D,
engineering and distribution assets and personndl.

Smilarly, athough the proposed commitments do not include al of Svedda's production
fadlities for jaw crushers, snce Sveddas plant in Brazil (where most Javmeaster jaw
crushers are produced) is left out of the divessment package, it appears from the data
submitted by the parties that this production could be taken on at the Svedada plant in
Sweden. This is so because the plant a Svedala continues to produce Jawmeasters and
therefore has machines, tools and know-how in that sector, and because that plant &
currently under-utilised and has sufficient capacity to accommodate the production currently
made in Brazil. During the interim period before the Svedda plant can fully take on the
product currently made in Brazil, the parties aso undertake to manufacture under licence the
Jawmaster crushers requested by the purchaser of the divested business.

Primary gyratory crushers

The proposed commitments aso include the divestment of dl of Nordberg's product linesin
gyratory crushers, namely the existing GY and Morgardshammar range of primary gyratory
crushers currently sold by Nordberg; and Nordberg's new XP-50 technology, which has
not been sold yet but is expected to become an essentid part of Nordberg's strategy in
gyratory crushers|...]*.

In order to remove competition concernsin this case the full overlap needs to be eiminated.
Metso's origind proposa to licence the new XP technology would have cregted a Stuation
whereby the purchaser of the divested business acquires Metso's existing (and outdated)
products plus a licence for a product which is not yet completey developed, while the
merged entity would comprise both Sveddad s leading range of products and Metso’'s new
technology. There are serious risks that, in such a Stuation, the purchaser of the dvested
business could not operate as a viable competitive force in the market. For instance, the
purchaser, as alicensee, would suffer from a weeker reputation than the merged entity being
the licensor and clear market leader. Secondly, the purchaser may in such a Stuation even
decide not to invest in the final development of the X P technology, because it would fear not
to have a sufficient customer base to recoup that investment.

Furthermore, it gppears that the divestment package includes sufficient assets, personnd and
rights for the purchasers of the divested businesses to operate as a viable competitive force
on the markets concerned. In paticular, dthough the commitments do not include
production facilities or personnd dedicated to those products, this does not seem necessary

43



Thistext is made available for information purposes only and does not constitute an official publication

in the present case. Indeed, according to the data submitted by the parties, Nordberg does
not have manufacturing assets or personnd dedicated to the production of gyratory crushers,
because demand for those products is too infrequent to make such an gpproach economic.
Instead, it appears that components are sub-contracted out to third parties, and that the

gyratory crusher isthen usualy assembled at the customer’ s premises.

236. Furthermore, dthough the divestment will not include that personnd directly involved in the
manufacturing, engineering or R&D rdative to Nordberg's primary gyratory crushers, they
will include the Svedda personnd currently engaged in the R&D, engineering and
manufacture of Svedda's range of gyratory crushers. Based on the data provided by the
parties, it appears that that personne could support the development and manufacture of
Nordberg' s range of primary gyratory crushers, snce the underlying technology of Svedda's
and Nordberg's products is essentialy the same. In particular, with respect to the XP-50
technology, the purchaser of the divested business will both be able to attend at Metso's
factory in the United States s0 as to obtain a full transfer of that technology, and aso to
receive al data relaing to the testing of tha technology currently being achieved a a

customer’s premisesin the United States.

Concluson

237. In the light of the above, the Commisson concludes that the commitments given by the
Parties are sufficient to remove the competition concerns identified by the Commisson

during its investigation of the proposed operation.

IX. CONCLUSION

238. In the light of the above, and subject to compliance with the commitments set out in Annex
I, the proposed operation does not create or strengthen a dominant position as a result of
which effective competition would be sgnificantly impeded in the EEA or in a subgtantid
part of it. The operation is therefore to be declared compatible with the common market and

the functioning of the EEA agreement, pursuant to Article 8(2) of the Merger Regulation.

HAS ADOPTED THIS DECISION:

Article 1

The notified operation whereby Metso Corporation acquires Svedala Industri AB is hereby
declared compeatible with the common market and the functioning of the EEA Agreement, on

condition that the commitments set out in Annex 11 are fully complied with.

Article 2

This Decison is addressed to:

METSO CORPORATION
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Fabianinkatu 9A, PO Box 220
FIN 00101 Helsinki
FINLAND

Done a Brussds,

For the Commisson,
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ANNEX |

PRODUCT SEGMENTATION FOR NEW CRUSHING MACHINERY

CUSTOMER PROCESS STAGE TECHNOLOGY TECHNICAL CHARACTERISTICS
Gyratory crusher
PRIMARY CRUSHING Jaw crusher Intake opening > 1.5m

MINING CRUSHERS

SECONDARY/TERTIARY
CRUSHING

Horizontal shaft impactor

Rotor arm diameter >1.5m
Infeed opening >0.3m

Cone crusher

Diameter of the mobileliner over 1.5m

Very large cone crusher

Roller presses

Grinding mills

A& C CRUSHERS

PRIMARY CRUSHING

Jaw crusher

Intake opening < 1.5m

SECONDARY/TERTIARY
CRUSHING

Horizontal shaft impactor

Rotor arm diameter <1.5m
Infeed opening >0.3m

Cone crusher

Diameter of the mobileliner < 1.5m

Vertical shaft impactor

46




Thistext is made available for information purposes only and does not constitute an official publication

ANNEX 11

COMMITMENTSSUBMITTED BY METSO
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Our Ref

Your Ref

Direct Line

METSO CORPORATION
FABIANINKATU 9A
PO BOX 1220
FIN-00101 HEL SINKI
FINLAND

JIE/32201.04

12 January 2001

The Merger Task Force
Rue Joseph 11 70
1000 Brussls

F.A.O. Mr Laurent Vautherin and Vincent Jonquiéres (Fax No. 02 296 4301)

Dear Sirs

Case No. COMP/M .2033 - M etso/Svedala

Pursuant to Article 8(2) of Council Regulation (EEC) No. 4064/89 (as amended) (the
"Regulation”), Metso Corporation ("Metso") hereby gives the commitment set out below (the
"Commitment") to the Commisson of the European Communities (the "Commisson”) in
respect of its proposed acquisition of Svedda Industri AB ("Sveddd'). The Commitment shall

London » Brussels- Frankfurt - Madrid » Milan » New Delhi » New York » Paris» Singapore » Tokyo



take effect on recaipt of the Commisson’s decison declaring the concentration compatible
with the common market pursuant to Article 8(2) of the Regulation (the "Decison”). The
Commitment, which is described fully below, includes the divesment of Sveddas entire
current range of cones (the 1000 series Hydrocone and Eurocone ranges), jaws (the
Jawmeagter range) and horizonta shaft impactors (the P& S range) and Metso's entire current
range of primary gyratory crushers (the GY and Morgardshammar ranges and the XP/50
prototype), thereby removing al overlaps worldwide between Metso and Svedda in these
areas.

COMMITMENT RELATING TO RELEVANT BUSINESSES

1. Svedala's Jawmaster jaw and Hydr ocone cone ranges

Divestment of Svedala — Arbra AB

1.1 Metso will procure that Svedaa divests its wholly owned subsidiary, Svedda —
Arbra AB ("SAAB") to athird party. The divestment will take the form of a trade
sdle as a going concern of 100% of the equity in SAAB and is heresfter referred to
asthe"SAAB Divestment".

1.2 The SAAB Divestment will include the following:

12.1.1. dl patents, copyrights desgn rights, know-how and confidentia
information upon aworld-wide bassin and to SAAB’ s Jawmagter range of
jaw crushers and its Hydrocone range of cones (including the right to the
trade names/trademarks "Jawmeaster” and "Hydrocone");

1.2.1.2. in relation to the use of the trade namestrademarks, Jawvmaster and
Hydrocone under (i) above, the right for a period of one year with effect
from the date of completion of the acquisition of the SAAB Divestment to
indicate in correspondence and printed materia and in dl marketing and
sdes activities that the Jawmaster and Hydrocone products were previoudy
manufactured, marketed and sold by Svedda;
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1.2.1.4.

1.2.15.

1.2.16.

1.21.7.

1.2.18.

1.2.1.9.

the lease of dl land, buildings and fixtures making up the Svedda
manufacturing facility (including the foundry) a Svedaa, Sweden;

al fittings (including al jigs and tools and other production, R&D and
engineering assats) used in the manufacture of the Jawmeaster range and the
Hydrocone range (including for spare and wear parts) a the Svedda
manufacturing facility a Svedda, Sweden;

a the purchaser’s option, al jigs, tools and other production and
engineering assats used in the manufacture of the Jawmadter range a
Svedda s manufacturing facility in Brazil (which fadility, for the avoidance of
doubt, will not be included in the sde of the SAAB Divesment);

al stocks of Jawvmaster jaws and/or Hydrocone cones including raw
materias and components for the manufacture of Jawmaster jaws and
Hydrocone cones and spare and wear parts in relation to such products
owned by Metso at the date of completion of the acquisition of SAAB,;

the rights to the employment contracts of dl personnd engaged in the
R&D, engineering and manufacture of the Jawmaster and/or Hydrocone
product ranges at Svedala, Sweden;

to the extent that any contract of employment under (vii) above is not
automaticaly transferred to the purchaser by law, Metso will use dl
reasonable endeavours to procure the transfer of the said contracts of
employment to the purchaser;

aredtrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit for the purposes of employment any employee transferred to
the purchaser under either (vii) or (viii) above for a period of two years
from the date of completion of the acquigtion of the SAAB Divesment;

1.2.1.10.the rights to any exigting but non-completed contract of sde in relation to

ether a Jawmaster or a Hyrdrocone product; copies of all correspondence
in relation to any tender or prospective sde of either product; copies of all
correspondence and customer records in relation to past sales of ether
product including in relation to spare and wear parts sales;

1.2.1.11.aredrictive covenant from Metso to the purchaser to the effect that Metso

will not solicit orders for saes of pare parts in relation to Hydrocone or
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13.

2.1.

2.2.

Jawmaster products for a period of one year after the date of completion of
the acquistion of the SAAB Divestment; and

(i) the rights under any third party agreements in force at the date of completion
of the acquigition of the SAAB Divestment for the supply of goods and
services to the extent that they relate to the manufacture of productsincluded
in the SAAB Divestment (including related spare or wear parts).

At the option of the purchaser, Metso will manufacture under licence for the
purchaser of the SAAB Divesment Jawvmaster jaw crushers a its manufacturing
fadlity in Brazil on fair and reasonable terms with effect from the date of completion
of the acquistion of the SAAB Divestment for a trandtiond period of up to two
years.

Svedala’'s mobile jaws, cones and screens

Divestment of Svedala Mobile Equipment AB

Metso will procure that Svedaa divests its wholly owned subsidiary, SveddaMobile
Equipment AB ("SMEB") to a third party. The divestment will take the form of a
trade sde as a going concern of 100% of the equity in SMEAB and is heresfter
referred to as the "SMEAB Divestmant”.

The SMEAB Divestment will include the following:-

2.2.1.1. dl paents, copyrights, desgn rights, know-how and confidentia
information upon a world-wide basis in and to SMIEAB’s range of mobile
jaw crushers, cone crushers and screens (including feeders and conveyors
forming part of such products);

2.2.1.2. the lease of dl land, buildings and fixtures making up the Svedda
meanufacturing facility a Arbra, Sweden;

2.2.1.3. dl fittings (induding dl jigs and tools and other production, R&D and
engineering assets) used in the manufacture of SMEAB's range of mobile
jaws, cones and screens (including for spare and wear parts) a the Arbra
meanufacturing fadility;

2.2.1.4. dl gocks of SMEAB mobile jaws, cones and screens including raw
materias and components for the manufacture of such products and spare
parts and wear parts for such products owned by Metso at the date of
completion of the acquisition of the SMEAB Divesment;
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3.1

3.2.

2.2.15.

2.2.1.6.

22.1.7.

2.2.1.8.

2.2.1.9.

)

the rights to the employment contracts of al personnd engaged in the
R&D, engineering and manufacture of the SMEAB product ranges (as
described above) at Arbra, Sweden,

to the extent that any contract of employment under (v) above is not
automdaticaly transferred to the purchaser by law, Metso will use dl
reasonable endeavours to procure the transfer of the sid contracts of
employment to the purchaser;

a redtrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit for the purposes of employment any employee transferred to
the purchaser under either (v) or (vi) above for a period of two years from
the date of completion of the acquisition of the SMEAB Divestment;

the rights to any exigting but non-completed contract of sde in relation to
any SMEAB product; copies of dl correspondence in relation to any
tender or prospective sde of any SMEAB product; copies of dl
correspondence and customer records in relation to past saes of any
SMEAB product including in relation to spare and wear parts sales,

a redtrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit orders for sales of spare parts in relation to rlevant SMEAB
products for a period of one year after the date of completion of the
acquistion of the SMEAB Divestment; and

the rights under any third party agreements in force at the date of completion
of the acquisition of the SMEAB Divestment for the supply of goods and
services to the extent that they relate to the manufacture of products included
in the SMEAB Divestment (including related spare or wear parts).

Svedala’s Eurocone cone and P& S series horizontal shaft impactor ranges

and screens, feeder s and conveyor s

Divestment of Svedala SA

Metso will procure that Svedda divests its wholly owned subsidiary, Svedda SA
("SAA") to athird party. The divesment will take the form of atrade sale asagoing
concern of 100% of the equity in SAA and is heregfter referred to as the "SAA
Divesment".

The SAA Divesment will indude the fallowing:-
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3.2.1.2.

3.2.13.

3.2.14.

3.2.15.

3.2.16.

3.2.1.7.

al patents, copyrights, desgn rights, know-how and confidentia
information upon a world-wide basis in and to SAA’s Eurocone range of
cones, its RS range of horizontal shaft impactors ("hgs') and its range of
screens, feeders and conveyors (including mobile versons of any of the
foregoing products) (and further including the rights to the trade name/trade
mark "Eurocone”);

in relation to the use of the trade nameltrade mark Eurocone under (i)
above, the right for a period of one year with effect from the date of
completion of the acquigtion of the SAA Divesment to indicate in
correspondence and printed materid and in dl marketing and sales activities
that the Eurocone product was previoudy manufactured, marketed and
sold by Svedda;

title to dAl land, buildings and fixtures making up the SAA manufacturing
facility a Chauny, France and meking up the SAA sdes and engineering
facility at Clichy, Paris, France;

al fittings (including dl jigs and tools and other production, R&D and
engineering assets) used in the manufacture of the Eurocone cones, RS
hsis and all screens, feeders and conveyors (including mobile versons of
any of the foregoing and including spare and wear parts for such products)
at the Chauny factory or the sles and engineering facility at Clichy, Paris,

al stocks of Eurocone cones, R.S hsis, screens, feeders and conveyors
including raw materids and components for the manufacture of such
products and spare parts and wear parts for such products owned by
Metso at the date of completion of the acquisition of the SAA Divestment;

the rights to the employment contracts of dl personnd engaged in the
R&D, engineering and manufacture of the Eurocone range, the RShg
range or SAA’s ranges of screens, feeders and conveyors a SAA’S
factory a Chauny, France and of dl personnd engaged in the engineering
support of any of the above products a SAA’s engineering facility a
Clichy, Pais,

to the extent that any contract of employment under (vi) above is not
automaticaly transferred to the purchaser by law, Metso will use dl
reasonable endeavours to procure the transfer of the said contracts of
employment to the purchaser;
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4.1.

4.2.

3.2.1.8. aredrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit for the purposes of employment any employee transferred to
the purchaser under ether (vi) or (vii) above for aperiod of two years from
the date of completion of the acquisition of the SAA Divestment;

3.2.1.9. the rights to any exising but non-completed contract of sde in relaion to
any SAA product and copies of dl correspondence in relation to any
tender or prospective sde of any SAA product; copies of dl
correspondence and customer records in relation to past sdles of any SAA
product including in relation to spare and wear parts saes,

3.2.1.10.aredrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit orders for sales of spare parts in relation to Eurocone and
P&S hsis for a period of one year after the date of completion of the
acquigtion of the SAA Divestment; and

(i) the rights under any third party agreements in force at the date of completion
of the acquisition of the SAA Divesment for the supply of goods and
services to the extent that they relate to the manufacture of products included
in the SAA Divestment (including related spare or wear parts).

Metso's GY and Morgardshammar primary gyratory crusher ranges and the
XP/50 primary gyratory crusher

Divestment of Metso’s GY and Morgardshammar ranges of primary gyratory
crushers and the XP/50 primary gyratory crusher

Metso will divest its globa rights in and to its GY and Morgardshammar ("M")
ranges of primary gyratory ("PG") crushers and its new prototype PG product (the
XP/50) to a third party. The divesment will take the form of an assgnment of
Metso's intellectual property rights in and to the GY and M ranges of PG crushers
and the XP/50 PG crusher and will hereafter be referred to as the "PG Divestment”.

The PG Divestment will indlude the following:-
4.2.1.1. dl patents (including any patent goplications), copyrights, design rights,
know-how and confidential information upon a world-wide basis in and to

the GY and M ranges of PG crushers and the XP/50 PG crusher. This
includes al data relating to the customer gte testing of the prototype XP/50
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5.1.

4.2.1.2.

42.1.3.

4.2.1.4.

4.2.1.5.

4.2.1.6.

PG crusher a [confidentid: Ste in the USA] obtained prior to the date of
completion of the acquisition of the PG Divestment and includes the design
file relating to the prototype XP/50 PG crusher;

any production, R&D and engineering assets dedicated to the manufacture
of the GY or M ranges of PG crushers or the XP/50 PG crusher (including
gpare and wear parts);

al stocks of GY and M range PG crushers and XP/50 PG crushers
including the XP/50 prototype and including raw materids and components
for the manufacture of GY and M range PG crushers and the XP/50 PG
crusher and spare parts and wear parts for such products owned by Metso
at the date of completion of the acquigition of the PG Divestment;

the rights to any existing but non-completed contracts of sde in relation to
any GY or M range PG crusher or the XP/50 PG crusher and copiesof dl
correspondence in relation to any tender or prospective sale of any GY or
M range PG crusher or the XP/50 PG crusher; copies of al
correspondence and customer records in relation to past sdes of any GY
or M range PG crusher or the XP/50 PG crusher including in rdation to
spare and wear parts saes,

aredtrictive covenant from Metso to the purchaser to the effect that Metso
will not solicit orders for sdes of spare parts in rdation to any GY or M
range PG crusher or the XP/50 PG crusher for a period of one year after
the date of completion of the acquisition of the PG Divestment; and

the right for specified employees of the purchaser of the PG Divestment to
atend a Metso's factory in Milwaukee, USA for such period as is
reasonably necessary to enable speciaised Metso personne to explain fully
the XP/50 PG crusher technology to the purchaser and thereby achieve a
full transfer of the XP/50 PG crusher technology to the purchaser.

Svedala’' s EEA crushing and screening distribution assets

Divestment of Svedala’s EEA distribution assets

At the request of the purchaser of either the Single Package, the First Package or the
Second Package (as defined in paragraph 6 below), Metso will cause, in accordance
with paragraph 52 beow, the transfer to the purchaser of the contracts of
employment of specified Svedda personnd primarily engaged in the marketing, sde,
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5.2.

and after-sdes support ("digtribution™) in the EEA of the crushers and screens the
subject of the SAAB Divestment, the SMEAB Divestment and the SAA Divestment
(the "Relevant Assets'). The divetment will heregfter be referred to as the
"Didribution Divestment”.

The Didribution Divestment will take the following form:

52.1.1.

5212

52.13.

52.14.

5.2.15.

Metso will use dl reasonable endeavours to procure the transfer to te
purchaser of the contracts of employment of specified personnd being
those personnd who ae primarily engaged in the didribution of the
Rdevant Assts in the following EEA countries (Audria, Begium,
Denmark, Finland, France, Germany, Itdy, Irdland, Netherlands, Norway,
Spain, Sweden and the UK) (the "Relevant States’);

Metso will procure the assgnment (subject to third party consents) to the
purchaser of the lease contracts for the cars and vans used by the personnel
identified in (i) above in @nnection with the digribution of the Relevant
Asstsin the Relevant States,

in the case of Portugd, Metso will use dl reasonable endeavours to
procure the assgnment (subject to third party consent) to the purchaser of
the third party distribution agreement;

subject to gppropriate confidentidity restrictions and other terms, Metso
will grant the purchaser of the Didribution Divestment with effect from
completion of the relevant divestment package access to and the right to
use Svedald s digtribution premises in the Relevant States and the right to
use the information systems and adminigtration systems at such premises for
the purposes of the didribution of the Relevant Assets in the Relevant
States for atrangtiond period of up to six months, ad

Metso will enter into a restrictive covenant with the purchaser not to solicit
for employment any employee transferred to the purchaser under the
Digribution Divestment for a period of two years with effect from the date
of completion of the Didribution Divestmen.
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6.1.

6.2.

6.3.

6.4.

General

The Commitment may take the form of a single package or two separate
packages

Metso reserves the right to implement the Commitment as a single package or in two
packages.

The"Single Package" will comprise the SAAB Divestment, the SMEAB Divestment,
the SAA Divestment, the PG Divestment and the Digtribution Divestment.

In the case of two packages, the Commitment will comprise-

6.3.1.1. the SAAB Divestment, the SMEAB Divestment, the PG Divestment and
pat of the Didribution Divesment (see further bdow) (the "First
Package"); and

6.3.1.2. the SAA Divesment and part of the Didtribution Divestment (see further
below) (the " Second Package'™).

In the case of two packages, the Didtribution Divestment will be split between the
First Package and the Second Package by reference to those personnd (and related
transport assets) primarily engaged in the distribution of the products the subject of
respectively the First Package and the Second Package.

PROCEDURAL COMMITMENT

The SAAB Divestment, the SMEAB Divesment, the PG Divestment, the SAA
Divesment and the Didribution Divestment are heregfter collectively referred to as
the "Divestments'.

I nterim Position

Pending completion of the Divestments and with effect from the date when Metso
obtains control of Svedala, Metso undertakes;
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8.1.

8.2.

8.3.

8.4.

To use reasonable efforts to ensure that, so far as relevant, the businesses the subject
of the Divestments are managed as distinct and saleable businesses,

To use reasonable efforts to preserve, in accordance with good commercid
practices, the full economic and competitive vaue of the Divestments until the date of
completion of the sale of the Divesments and to use reasonable efforts to manage
the Divesments in the best interests of the Divesments. In particular, Metso
undertakes not to carry out any act upon its own authority which may have amateriad
impact on the economic vaue, the management, the adminidration or the
competitiveness of the Divestments until the date of completion of the sale of the
Divestmerts. Metso aso undertakes not to carry out upon its own authority any act
which may be of such anature asto ater materialy the nature or the scope of activity
of the Divestments, or the industrid or commercid Strategy or the investment policy
of the Divestments. Sufficient resources shdl be made available for the Divestments
to develop until the date of completion of the sde of the Divestments and the vaue of
such resources shal be based on any approved strategic and/or business plans or
otherwise shall be in accordance with good commercid practices,

not to obtain from the management of the Divestments any business secrets, know-
how or commercid information of a confidential or proprietary nature relaing solely
to the Divestments, other than: as gpproved by the Commisson; in the ordinary
course of business; or as may be reasonably required to alow Metso to comply with
the Commitment. Notwithstanding any of the obligations in this paragraph, Metso
may receive on a regular basis from the management of the Divestments aggregeate
financid information necessary to permit it and/or Svedda and/or any member of its
group to prepare consolidated financial reports, tax returns and personnd reports,

to use reasonable efforts to provide and maintain so far as relevant sufficient working
capitd and any exigting lines of credit for the Divetments.

TIMING OF AND CONDITIONS RELATING TO DIVESTMENTS

Metso undertakes, subject to the provisions set out below, to effect the sde of the
Divesments within [...] months from the date of the Decison to: in the case of the
sde being effected as a single package, one independent third party purchaser
gpproved by the Commission; or, in the case of the sde being effected as two
packages, two independent third party purchasers approved by the Commission.
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10.

11.

The Commission may, upon Metso's request from time to time, showing good cause,
extend the period within which the sale of al or any part of the Divesments may be
effected. Such extenson may be made more than once in rdation to dl or any part
of the Divestments. The circumstances in which such extension of the period may be
granted include but are not limited to the circumstances in which Metso’s proposed
acquistion of Svedala cannot be declared unconditiond due to a consent or
clearance not being obtained from one or more competition authorities. For the
avoidance of doubt, where more than one proposed purchaser of dl or part of the
Divestments is gpproved by the Commisson, Metso shdl be free to sdect the
purchaser of its choice.

The Commission shal determine whether a proposed purchaser of dl or any part of
the Divestments meets with its approva pursuant to paragraph 9 in accordance with
the following criteria (i) the purchaser is unconnected to and/or independent of
Metso and Svedda (ii) the purchaser can reasonably be expected to obtain dl
compulsory gpprovals for its purchase from relevant competition authorities in the
European Economic Area; and (iii) the purchaser is a viable existing or potentid
competitor with the ability and commitment to maintain and develop the relevant part
of the Divestments as an active competitive force.

Subject to paragraphs 12-14 below, Metso shdl have complied with paragraph 9
above if, within the relevant period stated therein (or within any extension thereof), a
binding sde contract or binding sde contracts conditiond only upon necessary
regulatory or other approvals hashave been entered into in reaion to the
Divestments. Such sde or sdes ddl be completed within [...] months of the
relevant contract being entered into. The Commission may, upon Metso's request
from time to time, showing good cause, extend the period within which such sde or
sdes shdl be completed. Such extenson may be made more than oncein relaion to
any sdeor sdes.
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12.

13.

14.

15.

15.1.

15.2.

Commission approval of purchasers and contracts

Within 15 days of receipt of details of a proposed purchaser pursuant to paragraph
16(4) below, the Commission shal confirm to the Trustee (as defined below) thet a
purchaser satisfies the requirements of sub-paragraph 10(i) above and prima facie
satidfies the requirements of sub-paragraph 10(ii) above or shal indicate to the
Trustee any reasons for a purchaser not satisfying such requirements.

Any contract entered into pursuant to this Commitment shal be made conditiona
upon the prior express approva by the Commission of the contract. Within 15 days
of receipt of a contract pursuant to paragraph 16(5) below, the Commission shdll
communicate to the Trustee such gpprova or any reasons for its non-approval
thereof.

Any contract entered into pursuant to this Commitment shadl dso be made
conditiona upon the prior express confirmation by the Commisson that the
purchaser under that contract satisfies the requirements of sub-paragraphs 10 (ii) and
10(iii) above. Within 15 days of receipt of a contract pursuant to paragraph 16(5)
below, the Commission shal confirm to the Trustee that a purchaser satisfies such
requirements or shdl indicate to the Trustee any reasons for a purchaser not
satisying such requirements.

Trustee

Metso shdl immediately after the Commission has notified it of the Decison, gppoint
atrustee (the “Trusteg”) in accordance with the provisions below:

Metso shdl propose to the Commission, within 10 working days of the Decision, the
names of at |least two indtitutions independent from it to be gppointed as Trustee,

the Commisson shdl have the discretion to approve or regect (on reasonable
grounds) one or dl of the names submitted. If only one name is approved Metso
shall gppoint or cause the ingtitution concerned to be gppointed as Trustee. |If more
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15.3.

15.4.

155.

16.

16.1.

than one name is approved Metso shdl be free to choose the Trustee to be
gppointed from among the names approved. The Commisson will indicate in writing
its gpprovd or rgection of al names within 15 working days of the proposal of such
names being made. Any names which are not rejected within this period shal be
deemed to have been approved;

if dl the names submitted are rgected, Metso shall submit the names of at least two
further such inditutions (“the further names’) within 15 working days of being
informed of the rgection. The Commisson shdl have the discretion to approve or
reject (on reasonable grounds) one or dl of the further names submitted. If only one
such further name is gpproved by the Commission, Metso shal appoint or cause the
ingtitution concerned to be appointed as Trugtee. If more than one further name is
approved Metso shall be free to choose the Trustee to be gppointed from among the
aoproved names. The Commisson will indicate in writing its gpprova or reection of
the further names within 15 working days of the proposal of such names being made.
Any names which are not regjected within this period shal be deemed to have been
approved;

if dl further names are rgected by the Commisson, the Commisson shdl nominate
an inditution, which shdl be suitably qudified, and Metso will gppoint or cause this
ingtitution to be gppointed as Trustee,

the 15 working day periods referred to in this paragraph may be extended by the
Commission by five working days.

Immediatdly upon appointment of the Trusee, Metso shdl give the Trudee a
mandate whose terms shall have been previoudy agreed with the Commisson, and
which may not be atered without the express written consent of the Commission and
which will incdlude the following functions

monitoring Metso's compliance with its obligations under the Commitment and
progress towards its compliance with paragraph 9 of the Commitment. For the
purpose of, and to the extent necessary for such monitoring, the Trustee will have
access to the personnd and facilities as well as documents, books and records of the
businesses of the Divestments,
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16.2.

16.3.

16.4.

16.5.

16.6.

16.7.

providing to the Commisson a written report in the English language concerning
Metso's compliance with its obligations under the Commitment and progress
towards Metso's compliance with paragraph 9 of the Commitment and, if relevant,
concerning progress towards the carrying out of the part of the Trustee's mandate
referred to in paragraph 18 below. Such reports shdl be provided within 10
working days of the end of each two month period following the Trustee's
gppointment and shdl cover the previous two month period. Metso shall receive a
copy of such report;

a any other time, providing to the Commission, at its request, awritten or ora report
in the English language on matters referred to in paragraph 16.2 above. Metso shdl
receive a copy of such report, if written, or shal be informed of the content of any
ord report;

promptly notifying the Commission in writing in the English language, with a copy to
Metso, of the identity and characteristics of any proposed purchasers (subject to the
consent of such proposed purchasers) with whom Metso or the Trustee is
negotiating the sde of the Divesments. This naotification shdl include dl rdevant
information to dlow the Commisson to consder the suitability of the proposed
purchasers pursuant to sub-paragraphs 10(i) and 10(ii) above. This natification shall
a0 indicate to the Commisson whether the Trustee believes that each proposed
purchaser would satisfy the requirements st out in sub-paragraphs 10(i) and (ii)
above;

providing to the Commission a contract or contracts for approva in accordance with
paragraph 13 above. At the same time providing to the Commission in writing in the
English language, with a copy to Metso, dl rdevant information to adlow the
Commission to consder the suitability of the purchaser(s) under such contract(s)
pursuant to sub-paragraphs 10(ii) and 10(iii) above. This natification shdl dso
indicate to the Commission whether the Trustee believes that each such purchaser
would satisfy the requirements set out in sub-paragraphs 10(ii) and 10(iii) above;

carrying out the functions described in paragraph 18 below;

when the obligations listed in paragraphs 9 above have been satisfied providing
evidence to the Commission that they have been satisfied. Metso will provide to the
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16.8.

17.

18.

19.

Trugtee dl assstance reasonably necessary to enable it to provide such evidence to
the Commission including access to the personnel and facilities as well as documents,
books and records of the Divestments,

ceasng to peform its duties as Trustee after the completion of the sde of the
Divestments.

In order to agree the Trustee's mandate as required by paragraph 16 above, Metso
shdl submit a draft of the mandate (which shdl be in the English language) to the
Commisson. The Commission will indicate in writing its goprova or rgection of the
draft within 15 working days of receipt of the draft. If the Commission does not
within 15 working days of receipt of the draft rgect the draft in writing, then the draft
shdl be deemed approved. The 15 working day period referred to in this paragraph
may be extended by the Commission by five working days.

In the event that a binding sale contract or binding sde contracts conditiona only
upon necessary regulatory or other approvals hashave not been entered into in
relation to dl of the Divesments within [...] months of the Decison (or within any
extenson thereto), Metso undertakes to give the Trustee an irrevocable and
exclusve mandate to find a purchaser or purchasers for the part of the Divestments
in relation to which such a contract has not been entered into for the best possible
price and other terms within afurther [...] months. The Commission may, upon the
Trustee' s request from time to time, extend the period within which such sde of dl or
any pat of the Divestments may be effected. Such extenson may be made more
than once in relation to dl or any part of the Divestments. Metso undertakes to
provide the Trustee with dl reasonable assstance and information necessary for the
execution of thistask by the Trustee and shall be kept informed by the Trustee of all
negotiations regarding finding a purchaser for the relevant Divestments.

Metso will sgn or will procure the Sgnature of a binding sale contract or contracts
conditiona only upon necessary regulatory or other gpprovas with a purchaser or
purchasers found by the Trustee pursuant to paragraph 18 above within the time
period referred to in paragraph 18 above (or within any extenson thereto).
Approva of the Commission shdl be obtained by the Trustee in accordance with the
provisions described at paragraphs 12, 13 and 14 above. Such sde or sdles shdl be
completed within [..] months of the rdevant contract being entered into. The
Commisson may, upon the Trustee's request from time to time, extend the period
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20.

21.

within which such sde or sdes shdl be completed. Such extenson may be made
more than once in relaion to any sale or sdes.

The Trustee's professiond charges and expenses will be paid by Metso.

General

The Commitment may be replaced by commitments of equivalent effect, subject to
the prior gpprovad of the Commisson. Without prgudice to the generdity of the
foregoing, if the approva of this transaction by another regulatory authority is made
subject to requirements that are incondgstent or potentialy inconsgstent with al or part
of the Commitment or which would together with the Commitment exceed what is
necessary for the Commission to conclude that the transaction is competible with the
common market and the functioning of the EEA Agreement, Metso may request a
review and adjustment of the Commitment in order to remove such inconsstency or
potentiad inconsstency or to reduce the Commitment to what is necessary for the
Commission to conclude thet the transaction is compatible with the common market
and the functioning of the EEA Agreement.
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