EN

Case No 1V/IM.0024 -
MITSUBISHI / UCAR

Only the English text is available and authentic.

REGULATION (EEC) No 4064/89
MERGER PROCEDURE

Article 6(1)(b) NON-OPPOSITION
Date: 04.01.1991

Also available in the CELEX database
Document No 391M0024

Office for Official Publications of the European Communities
L-2985 Luxembourg



€

COMMISSION Brussels 4.1.1991

OF THE EUROPEAN
COMMUNITIES

VERS|I ON FOR THE PUBLI C

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

Regi stered wit h advi ce of delivery

1. Notifying party
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Dear Sirs,

Subj ect: Case n° |1V/M)24 - M TSUBI SHI / UCAR

1.

Your notification of 26.11.90 pursuant to Article 4 of
Counci | Regul ation n° 4064/ 89

On 19 Novenber M tsubishi Corporation (Mtsubishi) and Union
Car bi de Corporation (Union Carbide) entered into an agreenent,
by whi ch M tsubi shi purchases a 50%i nterest in Union Carbide's
wor | dw de car bon busi ness, consisting of UCAR Carbon Conpany
(UCAR) and its 19 subsidiaries. The agreenent involves the
purchase of the voting securities, representing half of the
interest in UCAR, a wholly owned subsidiary of Union Carbide.
Four of the UCAR subsidiaries will be owned 50% by each of the
parties and the voting rights will be transferred back to UCAR.

Fol | owi ng an exam nation of the notification the Conm ssion has
conme to the conclusion that the notified operation falls within
the scope of the Regul ati on and does not raise serious doubts
as to its conpatibility with the common market.

COVWUNI TY DI MENSI ON

Worl dw de and Community-w de turnover exceed Article 1(2)
thresholds as follows (figures expressed in mllions of ECU):
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Uni on Car bi de M t subi shi
Wor | dwi de turnover 7.400 115. 447
Communi ty-w de turnover 1.045 9.417

Only Mtsubishi has nore than two-thirds of its aggregate
turnover in one Menber State (United Ki ngdom, and therefore the
concentration has a Comrmunity di nensi on.

CONCENTRATI ON

The operation by which Mtsubishi purchases a 50%interest in
Uni on Carbide's worldw de carbon business is a concentration
Wi thin the neaning of Article 3(1)b of the Regul ation.

UCAR will be jointly controlled by the two parent conpanies.
This can be established fromthe fact that each party will own
hal f the capital of UCAR and will have the right to appoint half
of the nenbers of the board which wll rmanage UCAR The
chairmanship of the board will be on a rotational basis.
Moreover, in respect of certain matters, all of which are
related to the need to protect the value of the sharehol ders’
i nvestnment, UCAR wll be required to have the consent of both
parent conpanies. It wll be a joint venture performng on a
| asting basis all the functions of an autononbus econonic
entity. The agreenent is not limted in time. UCAR wll be
economi cally independent of its parent conpanies and wll be
responsible for its own comrercial policy.

Four conpanies (two of themestablished in the Community) which
were previously subsidiaries of UCAR and which will be jointly
owned by Uni on Carbide and M tsubish (50/50), will be directly
controll ed by UCAR They are present in the sane mar ket as UCAR,
in carbon or electrode products. M tsubishi and Union Carbide
w Il each own 50%of the shares in all these four subsidiairies.
Despite the ownership of these subsidiaries, control of them
will be exercised directly and solely by UCAR Taking into
account that UCARis itself jointly controlled by M tsubishi and
by Union Carbide, the purchase by Mtsubishi of 50% of these
subsidi ari es belongs to the same operation.

The joint venture does not have as its object or effect the
coordi nation of the conpetitive behaviour of the undertakings
i nvol ved. Union Carbide will not retain any interest in the
carbon and graphite market other than its 50% participation in
UCAR. It wll therefore withdraw from UCAR s narkets.

M tsubishi is currently a worldw de trader in the market and
hol ds a smal|l nunber of mnority equity investnents i n Japanese
produci ng conpani es. Mtsubishi has a market share of 12% in
Japan and a market share of 0.01% wthin the EC. By acquiring
an interest in UCAR through the concentration it will |ose all
interest to remain on UCAR s markets. The agreenments provide
that Mtsubishi will withdrawfromthe joint venture markets and
is commtted to keep its Japanese investnents limted and hel d
as financial investnents rather than for comrercial reasons. An
exception to this commtnent is the right of Mtsubishi to act
as an agent on behal f of Japanese producers of carbon products
manuf actured i n Japan for sal e to Japanese custoners and for use
at facilities |ocated in Japan. UCAR has decided to w thdraw
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fromthe Japanese markets since Mtsubishi will operate as the
excl usive distributor or sales agent for UCAR s products on the
Japanese market. Taking into account that:

- Mtsubishi is only a trader for these products and has no
deci sive i nfluence over any producers of carbon and graphite
pr oduct s

- Mtsubishi has only a negligible market share in the EC for
its trading activities

- UCAR has the largest market share on the EC markets and
wor | dwi de, a dense and conplete distribution netwrk and
techni cal experti se,

t he non-conpetition obligationof Mtsubishi reflectsthelikely
| ack of interest inreentering the market and t herefore appears
to be nerely the expression of the reality of a lasting
w thdrawal fromthe EC markets.

Since neither parent conpany of UCAR remains as a conpetitor
inthe EC, the joint venture is to be viewed as concentrative.

NO SERI QUS DOUBTS AS TO THE COVPATI BI LI TY OF THI S CONCENTRATI ON
W TH THE COVMON NMARKET

THE RELEVANT NMARKETS

The concentration i nvol ves the markets for carbon, graphite and
rel ated products. These are in particular graphite el ectrodes,
carbon el ectrodes, graphite specialities, and flexible graphite

El ectrodes, whether carbon or graphite, operate as term na
conductors in industrial furnaces used for nelting netals.
Graphite specialities consist of noul ded and extruded graphite
products which are used for various speci alised high tenperature
applications. Flexible graphite can be used as a heat seal ant
in various industrial applications.

These products are highly sophisticated. Quality and prices are
very inportant and do not significantly differ between Menber
States. The demand side consists only of technically
experienced industrial conpanies which buy internationally.
Therefore Conmunity-w de nmarkets have to be consi dered for all
products concer ned.

CONDI TI ONS OF COVPETI T1 ON

Since UCAR achieved in the EC in the market for flexible
graphite only a market share of 0.05% and for carbon
el ectrodes a market share of 15% and since M tsubishi is not
active in these markets, the operation does not raise serious
doubts as to the creation or strengthening of a dom nant
position in respect of these products.

According to the notifying parties and as confirnmed by their
mai n conpetitors, UCAR has mar ket shares of approximately 35 to
40% in the markets for graphite electrodes and graphite
specialities.

O her conpetitors which include Sigri (a subsidiary of Hoechst
AG and the Groupe Péchi ney, have market shares in the EEC for
graphite electrodes and for graphite specialities between
approximately 15 and 25% O her mnor conpetitors including
Japanese suppliers (with 699 account for the rest.
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UCAR has prior to the concentration the | argest market share of
these products in the ECas well as worldwi de. Its distribution
network as well as its technol ogi cal expertise m ght give rise
to the presunption that UCAR has a dom nant position. However
the technol ogi cal expertise of the conpetitors proved by their
durabl e and inportant market position in the EC as well as in
the different Menber States is also significant and ensures
conpetitiveness. Mtsubishi has no percepti bl e market positions
within the EC (0.01% but a 12% market share for graphite
el ectrodes in Japan and also, due to export shipnents from
Japan in particular to the Mddle East and Africa, a world
mar ket share of 13%

I n assessi ng whet her a dom nant position existed prior to the
concentration other structural conditions of conpetition have
to be taken into account, particularly barriers to nmarket entry
and the stage of developnent of the markets concerned.
Concerni ng possible market entry, even the notifying parties
state that there are no undertakings which could enter the
affected markets. Wth regard to the markets, the nmarket for
graphite el ectrodes has reached a state of maturity and no new
maj or technol ogi cal devel opnent is |ikely. On the other hand
graphite specialities are used in nunerous industrial sectors
and therefore it is possible that new applications will be
found and R & Dis vital for that nmarket. Certain production
overcapacities in the markets nust al so be taken i nto account.

EFFECT ON THE MARKETS

The proposed nerger will not have significant effects on the
relevant markets wthin the European Community for the
foll ow ng reasons:

- The current conpetitive strength of Mtsubishi inthe ECis
reflected by its current market share. Even if M tsubi shi
was capabl e of transfering its market share (0.01% to UCAR
the addition would be negligible. Being a nmere trading
conpany, the | oss of Mtsubishi as a conpetitor will have no
i npact on the EC narkets.

- Taking into account the dense and conplete distribution
network of UCAR in Europe as well as worldw de, there is
al so no significant strengthening to be seen via the trading
expertise of Mtsubishi. In any event Mtsubishi will now
only operate in Japan as a trader.

- There is also no indication that the wthdrawal of
Mtsubishi as a trading conpany wll endanger the
possibility of other Japanese producers selling their
products on the EC nmarkets as they al ready do.

- The position of Mtsubishi in wupstream markets, in
particular for calcined nedle petroleum coke, is not
dom nant. These markets are conpetitive and the conpetitors
are able to have unrestricted access to them
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For the above reasons, the Comm ssion has deci ded not to oppose
the notified operation and to declare it conpatible with the
common market. This decision is adopted in application of
Article 6, paragraph 1(b) of Council Regul ation n° 4064/ 89.

For the Comm ssion,
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