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Dear Sirs,
Subj ect : Case No. IVIM258 - CCIE / GIE

Your notification pursuant to Article 4 of Counci
Regul ati on (EEC) No. 4064/89 ("the Regul ation")

1. The notified operation concerns the buy-out led by Citicorp (with
tenporary support from Si emens) of GIE' s International Lighting
Division ("IL"), comprising GIE's non-North American |anps and
lighting fixtures business.

I. THE PARTI ES

2. EDIL I nternational Lighting B.V. ("EDIL" - to be renaned Syl vani a
Li ghting I nternational B.V.) is a shell company which will effect
the acquisition. It is controlled by Citicorp Capital Investors
Europe Limted ("CCIEL") which is a wholly-owned subsidiary of
Citicorp.

3. GTE Corporation is a US conpany whose main activity is the
manuf acture and supply of telecomunications equipnment and
services. It announced in Septenber 1991 itsintentiontosell its
i ghting business in order to concentrate on tel ecomuni cati ons.
The lighting business conprised of the North American Lighting
Di vision ("NAL") and the International Lighting Division ("IL")
which is the object of this transaction. GITE wi shed to di spose of
its two lighting divisions simltaneously. |IL manufactures and
sel |l s general purpose | anps, sone specialty non-automotive | anps
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and non-residential lighting fixtures and represents one third of
GTE' s gl obal sales in lighting. Both divisions use the trade nane
"Syl vani a".

Siemens AGis a German company whose main activities are in the
fields of power generation and distribution, electronics,
communi cati ons equi prent, information technol ogy and el ectrica
engi neering. GOsram GrbH is its wholly-owned subsidiary which
manuf actures a full range of general purpose |anps.

THE OPERATI ON
CCIEL intends to buy the shares of IL's subsidiaries from GIE
through EDIL. Osram will sinultaneously acquire NAL. The two

transactions are nutually dependent as to conpletion

CITICORP'S ACQUISITION OF | L

CCIEL is committed to providing a little under [..]! of the
purchase price by way of equity. In order to facilitate its own
acqui sition, Siemens agreed to provide debt financing for the buy-
out of IL and will provide bridging finance for nearly [..]2 The
bal ance will be funded by GTE in the form of a prom ssory note
i ssued by EDI L.

CCIEL's share of voting rights in EDIL will not exceed 19%eit her
before or after the transaction. Currently the bal ance of voting
rights is held by an independent i nvest ment banki ng firmwhi ch has
del egated its nmmnagenent powers to two enployees (the
"Representatives") of Citicorp Venture Capital Limted (a wholly-
owned Citicorp subsidiary).

Bot h sharehol ders hold a veto over all board decisions, although
their approval is not required for the actions of the Represen-
tatives. Furthernore, the i ndependent investnent banking firmhas
undertaken not to obstruct conpletion of the transaction. CClEL
thus has the right to manage EDIL's affairs within the nmeaning
of Article 5(4)c and is an "undertaking concerned" within the
meani ng of Article 5.

Fol I owi ng conpletion CCIEL will hold [..]® of the voting rights,
t he bal ance being held by other investors [..]*% and managenent
[..]1% CCIEL will have a permanent seat on EDIL's board and will
appoi nt the Chairman and CEO. Ot her investors will together have
only one seat on the board. The CCIEL director's prior witten
approval will be required for all significant decisions (such as
appoi ntnments and renmoval of board nenbers, engagement and
di sm ssal of senior enployees, material capital expenditure,
di sposal of significant assets and approval of the annual budget).
The parties state that this veto right will also apply to
sharehol der neetings and wll be provided for in a new
shar ehol ders' agreement. CCIEL will thus continue to control EDIL
foll owi ng conpl etion.

A W N P

Busi ness secret - |less than half
Busi ness secret - nore than half
Busi ness secret - a mnority
Busi ness secret
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Citicorp's acquisition of EDIL constitutes therefore a
concentration within the neaning of Article 3(1)b.

Fl NANCI NG AND COMVERCI AL AGREEMENTS W TH SI EMENS

Si emens wi || provide bridge-financing for the buy-out inthe form
of aloan to EDIL, 75% of which will fall due within three years
and the balance in the fourth year. The rate of interest on the
loan will increase withtime and it will be secured on the assets
acquired by EDIL. Until the principal amunts fall due Sienens
wi || not have the usual creditor right to put EDIL i nto bankruptcy
or accelerate repaynment of the loan, only to sue for wunpaid
interest. EDIL nay prepay the |oan w thout penalty.

Shoul d EDIL not prepay the loan within two years of conpletion,
Sienmens is entitled to receive an anobunt equal to 5%of the val ue
of EDIL on its sale or listing. Sienens wll not have any
representation on EDIL's board or have access to confidential
busi ness i nformati on of EDIL.

EDIL will also sign various intellectual property right, supply
and R&D agreenments with Osram Prior to the transaction IL had
access to the R&D of the North Anerican part of the GTE Lighting
busi ness ("NAL") which also provided it with sone engineering
support services and certain manufacturi ng apparatus. IL al so had
access, through NAL, to Osraml s technical information and patents

because of existing reciprocal patent |icensing and technical
i nformati on exchange agreenents between Osram and GITE. On
conpl etion, agreenments between EDIL and Osram will guarantee

conti nued access for EDIL to:

- OGsram technical information resulting from Osram (and thus
NAL) R&D, producti on engi neering and manufacturingactivities;

- certain Osram engi neering support services at cost;
- Gsram manuf acturi ng apparatus at cost; and

- i cences or sub-1licences of Osramand NAL patents on aroyalty
free basis. NAL (as opposed to Osram patents will for five
years be licensed on an excl usive basis.

These agreenents will | ast ten years, although in each of the | ast
three years EDIL will have to pay a[..]*! contribution to Osranis
R&D expenses and [..]2 of EDIL turnover generated from patents
granted in years 8, 9 and 10 nust be paid to Osramfoll owi ng the
end of the agreement. The effect of these agreements and of the
first of the supply agreenents described below is substantially
torecreate IL's position prior to the operation by assuring EDIL
tenporary access to R&D expertise for a transitional period.

Osramwi ||l al so enter certain non-exclusive, arns-length supply
agreements with EDIL guaranteeing EDIL supplies of |lanp parts
formerly supplied to IL by NAL. In addition, EDIL will be able to
order fromGOsram for a maxi mumof four years in each case within
the overall termof the agreenent, new |l anps and | anp parts at a
price, according to the contracts, which will enable "EDIL to be
conpetitive (including with GsramG oup) in the market place ..."
The purpose of this |last agreement is to ensure that, should it
beconme necessary, EDIL can tenporarily fill any gaps inits |lanp

Busi ness secret - noni nal anpunt
Busi ness secret
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range in the period in which it is building up its own R&D
capability. EDIL will be free to procure supplies in both cases
from ot her sources.

The links created by these agreenents are all tenporary, and the
agreenents thenselves contain econom c incentives for EDIL to
develop its own i n-house techni cal R&D capability. These are al so
one-way agreenents whi ch do no nore than guarantee EDI L conti nued
access to intellectual property and technical assistance to the
extent needed. As such they represent a safety-net for the buy-out
as it builds up its own financial resources, in-house R&D
capability and devel ops newlines of supply. The parties maintain
that Sienmens has agreed to these terms purely in order to
facilitate its own acquisition of NAL. Whil e these agreenents may
afford Sienmens sone limted influence over EDIL this influence
will neither be permanent and Ilong-lasting or decisive.
Si emens/ GCsram will thus not control EDIL within the neaning of
Article 3(3).

COMMUNI TY DI MENSI ON

The 1991 conmbined worldwi de "turnover"” of IL and Citicorp
(calculated in accordance with Article 5(3) in respect of
Citicorp) is ECU 18,024 mllion (ECU 17,506 mllion for Citicorp
and ECU 518 million for IL). ECturnover for both Citicorp and IL
t hus exceeds ECU 250 million and the parties do not achi eve nore
than two thirds of their EC turnover in one and the sane Menber
State. The concentration therefore has a Community di mension.

COVPATI BI LITY WTH THE COVMON MARKET
PRODUCT MARKETS

IL's activities inthe Community are centred in the areas of | anps
for general purpose lighting and lighting fixtures for non-
residential use.

Lanmps for general purpose |ighting can be further divided in the
foll owi ng product groups according to the basic technol ogy used
and the broad characteristics of the |lanp (eg. energy consunption
and properties of the |ight produced): incandescent, halogen,
fluorescent, conpact fluorescent and high intensity discharge
| amps (HI D). The general purpose lighting market excludes |anp
products desi gned specifically for outside use, such as street and
railway lighting and floodlights. It also excludes |anps for
special ty applications, such as vehiclelights, suntanninglights
etc. Whether the relevant market is that of |anps for general
pur pose lighting or that of individual types of |anp can be |eft
opensinceit will not affect the subsequent conpetition anal ysis.

Li ghting fixtures for non-residential use include architectura
fixtures and i ndustrial/comrercial fixtures. IL also has a smal |
nunber of sales of fixtures for residential use in France under
the brand name Le Dauphi n.
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GEOGRAPHI C MARKETS

Lanps

The parties have submitted in their notification that conpetition
in the overall |anmp market takes place at a Conmunity-wi de | evel
because of the absence of technical barriers to trade, |ow
transport costs, centralized production, the |arge volume of
intra-EC shipments (60% of the total lanmp market), and the
presence of mmjor producers throughout the EC. EC tariffs for
| anps range between 4. 9-6%and i nports fromout si de EC account for
under 10% of the market.

However, marketing and pricing remain organized essentially at
nati onal |evel. The Conm ssion's investigations have shown that
the pricing and marketing policies of at least two of IL's
conpetitors are decentralized. Each national sal es organi zation
is responsible for the fixing and publication of prices and for
t he negotiationw th custoners of conditions of sal e and di scounts
within their respective State. Equally, major custoners also
organi ze their purchases at a national |evel.

G ven the national organization of both wholesalers and
manuf acturers, markets coul d be viewed as national, in the sense
that different pricing policies and price | evels could be applied
in each Menber State. However, the absence of barriers to trade
and the significance of trade flows, the high degree of product
standardi zati on and t he exi stence of ECw de distributors for nore
than half of the total sales of Ilanps indicate that perhaps
substantial pricedifferences and di vergent price tendenci es could
not be sustained for along period of tinme. The preci se geographic
mar ket definition can be I eft open since it would not alter the
conpetition assessnment bel ow.

Fi xt ures

In respect of fixtures, the parties subnmt that markets are
national in scope. The bul k of production of fixtures is accounted
for by a large nunber of small, specialised conpani es operating
generally on a national basis at nost. National consumer tastes
and preferences are in all probability particularly inmportant in
this market.

ASSESSMENT

The acquisition of control of IL by the venture capital conpany
CCl EL does not create or strengthen a dom nant position either on
the markets for fixtures or on the markets for general purpose

| anps.

The fixtures market is characterized in all Menber States by its
| ow degree of concentration. A |arge nunmber of small producers
account for 66%of the overall EEC market and up to 80%in certain
Member States. Even the conbi ned market shares of IL and Si enens
are below 25% in all Menber States, therefore these agreenents
will not create or strengthen a dom nant position in this market.

The mar kets for general purpose | anps are t hroughout the Comrunity
concentrated with Philips and Sienens hol di ng a combi ned mar ket
share of nmore than 50% and the | eading four firns, including IL,
having a total share of around 90% The bal ance of the nmarket
conpri ses sone snmal |l European producers and inports fromUsS, the
Far East and Eastern Europe. Inports fromthe US and Far East tend
to be of higher-val ue added products benefiting fromthe trend to
m ni aturisation, while those fromEastern Europe are of nore basic
lanmps. It is in the higher-val ue added products that inports have
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had the greatest inpact®. |IL achieves its strongest market
positions in France, Spain and Bel giumwhere its narket share is

[..]2

Mar ket concentrationis basically the samewithregardtothe five
di fferent product groups, although sone manuf acturers are stronger
i n one product group than in others. Traditional fluorescent and
i ncandescent | anps for exanpl e represent a greater percentage of
IL's sales than the average for the industry.

The overal |l market for general purpose |l anps i s growi ng noderately
in value terns (approx. 4% . New or inproved |anp products are
growi ng fastest, whereas sales of incandescent and fl uorescent
| anps are stagnati ng. Conpact fl uorescent | anps and hal ogen | anps,
for exanpl e, have shown an annual growth rate of nore t han 20%and
more than 10% by value respectively in the years 1986-90. The
prices of i ncandescent and fl uorescent | anps are broadly st agnant
whi |l e those of newer | anp technol ogies are falling in real ternmns.

There exi st substantial barriers to entry to the general purpose
lanmp market in respect of econonmies of scale and technol ogy.
Al t hough the base technology is accessible for all interested
conpani es, a significant and vi abl e conpetitor inthe market needs
its own research and developnent facility and engineering
capability in order to participate in the conpetition for new or
i nproved | anps. I n addition, nost maj or | anp manuf acturers appear
to have entered into cross-licensing arrangenments and a new
entrant without its own research to trade would have difficulty
i n gaining access to others' patents, at |l east on a royalty-free
basi s.

Maj or manufacturers al so cooperate in manufacturing conmponents.
The joint venture Engo, for exanple, which manufacturers gl ass
bul bs, is jointly owned by Philips and Gsram GIE itself has 49%
inajoint venture with GEin Italy (SIVI). Mreover, there are
simlar deliveries of parts across the industry.

The demand side is widely dispersed. Electrical whol esalers hold
the |argest share of demand (approximtely 50%, followed by
nodern di stributionchains (179, public procurenent (16% as wel |l
as contractors, OEMs and ot her purchasers (together 17%.

Apart fromprice, a key conpetitive paraneter in this industry is
i nnovation. R&Deffort i s mainly concentrated onthe higher-margin
products such as HI D, conpact fluorescent and hal ogen I anps.
Al t hough new products nay serve as a partial substitute for |anps
manuf act urers' exi sting sales, they may be able to receive a hi gher
price for the new product and gain additional sales fromclients
of other conmpetitors. An ability to innovate appears to be
necessary for a producer's long-termmarket credibility. Thereis
al so a certain pressure fromcustomers that their principal

Council Regulation (EEC) No. 117/91 of 16.01.1991 inposed a
definitive anti-dunping duty on inports of certain |inear hal ogen
| anmps originating from Japan.

Busi ness secret - no nore than 25%
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suppliers be able to provide the whole range of |anp products
i ncl udi ng new hi gh-tech products whi ch may only constitute a smal |l
proportion of turnover. Such products are nonethel ess therefore
necessary to achi eve sal es of maturer products (i ncandescent and
fluorescent |anps typically represent well in excess of half of
a manufacturer's turnover).

The two maj or product innovations in the | ast ten years are said
to have been Philips' conpact fluorescent |lanmp and GE' s | ow
vol t age hal ogen | anp, bot h of which | aunched new product fam lies
on the market. Since there exists the practice of cross-1icensing
in the market, nmost mgj or manufacturers probably use the same or
simlar basic research data, but conpete in terms of quality,
product characteristics, designs, attributes and efficiency of
production. IL's major contributioninrecent years seens to have
been the introduction of a mniature version of the existing
conpact fluorescent lanp (the "M ni-Lynx"). Current trends are
towards environnmentally nore friendly | anps, increased | ength of
life of lanps and their further mniaturization.

The proposed fi nanci al and comrerci al arrangenents bet ween Si enens
and IL will not fundanmentally change the present conditions of
conpetition:

Loan agreenent

The bridge financing arrangenents afford Sienmens neither
shar ehol der (at any tinme) nor customary creditor rights (at | east
before the |l oan reaches maturity). The parties have stated that
following their transaction, EDIL will be less reliant on debt
than the existing IL is. This together with the three-year grace
period should help to prevent EDIL's debt service burden in its
early years from conpronmising its ability to conpete. The
financing is also structured to include an increasing interest
rate which will provide an incentive for EDIL to refinance the
| oan earlier than woul d ot herw se be t he case. Notwi t hstandi ng t he
protection for EDIL enbodied contractually in the terns of the
fi nanci ng agreement any inhibition EDIL m ght still feel because
of the loan in its conpetitive relationship with Osram would be
short-lived and [ ast a maxi num of four years.

Research and devel opnent agreenent

The terns of the agreement mainly entitle EDIL to have access to
Siemens' R&D. It is basically a one-way flow of technical
i nformati on. The agreenent islimted in tine and includes built-
in economc incentives to encourage EDIL to develop its own
capacity for R&D. Since the agreenment partly replaces a pre-
exi sting R&D arrangenent between Sienens and GTE its inpact on
conpetitionislimted. It may further weaken conpetition between

Sienmens and EDIL, but will not lead to either a fundanental or a
| asting structural change of conditions of conpetition, since it
will only have an appreciable effect until IL has becone a fully

i ndependent conmpany with its own research and devel oprment
facilities.
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The supply agreenents

The supply agreements with Sienens appear to serve the sanme
purpose as the research and devel opnent agreenent. They entitle
EDI L to have access to Sienmens' supplies for alimted period of
time. Since the agreenents will also only cover arelatively small
part of EDIL's supplies, they will not have a substantial inpact
on EDIL's position on the markets for general purpose | anps. Bei ng
non-exclusive they wll not prevent other businesses from
suppl yi ng EDI L.

ANCI LLARY RESTRAI NTS

The above agreenents are substantial and both directly rel ated and
necessary to the i npl enentati on of the concentration and form an
integral part of it. Their evaluation fornms part of the Article 2
assessnent of conpatibility with the common market nade above.

FI NAL ASSESSMENT

On the basis of the above findings, the Comm ssion has come to the
conclusion that the proposed acquisition and the financial and
comercial arrangenents wll not lead to the creation or
strengt hening of a domi nant position in the common market or a
substantial part thereof. The envisaged concentration wll
therefore not raise serious doubts as to its conpatibility with
the common nmar ket .

It shoul d be noted, however, that this conclusion is based on the
ternms of the financial and comrerci al arrangenents bet ween Si enens
and IL as submitted in the notification. Any change in these
terms, in particular any prolongation of the agreenents, would
af fect the conclusion and m ght require a new notification under
Council Regulation (EEC) No. 4064/89 or Regulation No. 17.
Furthernore, this decision deals only with those agreenents
bet ween Si enens/ Osramand EDI L notified as part of this operation
and shoul d not be interpreted to cover agreenents entered i nto by
Si emens and GIE prior to the notification of this operation.

t he above reasons, the Conm ssion has decided not to oppose the

notified concentration and to declare it conpatible with the common
mar ket. This decisionis adoptedin application of Article 6(1)b of the
Council Regul ati on No. 4064/ 89.

For the Comm ssi on,

TEXTE RECONSTI TUE ELECTRONI QUEMENT / ELECTRONI CALLY RE- CREATED TEXT

/  ELEKTRONI SCH NACHGEBI LDETER TEXT



