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Dear

COMMISSION Brussels, 13.9.1993
OF THE EUROPEAN
COMMUNITIES

PUBLIC VERSION

MERGER PROCEDURE
ARTICLE 6(1)a DECISION

To the notifying party

Sirs,

Subject : Case No IV/M 366 - Alcatel / STC

Your notification of 11.08.1993 pursuant to Article 4 of
Counci| Regul ati on No 4064/89 (Merger Regul ation)

On 28.07.1993, Alcatel Cable S.A (Alcatel) notified to the
Comm ssion an agreenent to purchase from Northern Tel ecom
Europe Ltd (Northern Tel econ) the whol e share capital of STC
Limted (STC), to which Northern Telecomw ||l transfer prior
to the transaction its entire submarine tel ecomunications
systens business.

On 11.08.1993, Alcatel notified a second proposed transacti on
between the said parties in respect of the acquisition by
Al catel of Northern Telecom s satellite television antennae
busi ness, which would al so be included in STC

I n accordance with paragraph 2 of Article 5(2) of the Merger
Regul ation these transactions have to be treated for
jurisdictional purposes as one and the sane concentration
arising on the date of the last transaction.

After exami nation of the notification, the Comm ssion has
concl uded that the operation does not fall within the scope
of the Merger Regul ation.
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THE PARTI ES

Al catel is asubsidiary of Conpagni e Fi nanci ére Al catel, which
in turn is owned by Alcatel Alsthom It is involved in the
production and sales of power <cables and submarine
t el econmuni cati ons systens.

STC is a UK tel econmruni cati ons equi pnment supplier which was
acquired in 1990 by Northern Telecom a |eading global
supplier of fullydigital tel econmuni cati ons switchingsystens
and related services. Northern Telecom is wultimtely
control | ed by Bel | Canada Enterprises Inc., the major provider
of tel ecomunications services in Canada.

COVMUNI TY DI MENSI ON

The worl dwi de turnover of the undertaki ngs concerned exceeds
5,000 mllion ECU (Alcatel 16,058 mllion ECU and STC 326
mllion ECU).

Wth regard to the aggregate Conmunity-w de turnover of the
undertaki ngs, Alcatel clearly exceeds the 250 mllion ECU
threshold | aid down in the Merger Regul ation. As for STC, the
notifying party statesinits notificationthat its aggregate
Communi ty-wi de turnover in 1992 exceeded 272 mllion ECU.

To reach this figure, the notifying party has taken into
account as Communi ty-w de turnover all turnover, anmobuntingto
244 m|llion ECU, derived fromcontracts for submari ne systens
havi ng at | east one | andfall in the EC, ie. a direct physical
link with the Comunity. To this figure is added 40 %
ampunting to 11 mllion ECU, of turnover derived from a
contract in Thailand on the basis that an ECinvestor has nade
an identifiable investnent in that project and the cable will
partially al so be used for international calls originatingin
the EC. To this should be added the satellite antennae
busi ness, accounting for 17 mllion ECU, as a result of the
second transacti on.

As ajustification for the adoption of thelandfall criterion,
the notifying party puts forward the argument that contracts

for submarine systems with at |east one landfall in the EC
have a direct physical link to EC public tel econmunications
networks in which at | east one EC tel ecomoperator will be a

direct party to the procurenent contract andwill thus jointly
hol d undi vi ded ownership of the system As a result, the EC
tel ecomoperator will connect the systemto its own term nal
equi pnent and will receive revenues based on traffic through
the system in both directions (EC and non-EC originating
traffic).

The Conmmi ssion recognises that the market for submarine
t el econmuni cations systens is a market in which it is not,
prima facie, evident how turnover can be geographically
all ocated. It does not, however, consi der that the assunpti ons
of the parties with regard to STC turnover are in line with
the relevant provisions of the Merger Regul ation.

According to Article 5(1) paragraph 2, "turnover in the
Community or in a Menber State shall conprise products sold
and services provided to undertakings or consumers, in the
Community or in that Menber State as the case may be.™

In this respect, a differentiation has firstly to be nmde
between the market for submari ne tel ecommuni cati ons systens,
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which is the relevant product market in this case, and the
mar ket for the service they are ainmed to provide which is not
in issue here.

The market for submarine telecomunications systens is
characterised by rapid technological evolution and the
exi stence of vast projects usually requiring the formati on of
mul ti - manufacturers consortiafor their execution. Cables are
laid primarily in international waters and are sold to
i nternati onal purchasing consortia often conmposed of
t el econmuni cations operators who will usually be parties to
each direct procurenment contract. These submarine cables
contain thousands of <circuits which are apportioned to
operators according to their share participation in the
consortium

The Commi ssion considers that it is not the physical link
which is decisive but the place where the investors are
established and their respective shares in the consortium
This appears to be the right way to consider whether, and to
what extent, a Community operator is the recipient of the
products in question and, as a result, the correct test for
attributing to the Conmunity turnover generated by the sale
of submarine tel econmuni cations systens.

Usi ng the above criteria, the Conm ssion calculates the EC
turnover of STC, including submarine teleconmmunications
systems and satellite antennae, to be 151 mllion ECU (see
detail ed chart attached)11.

Accordi ngly, the proposed operation does not have a Comuni ty
di mensi on since the Community-w de turnover of STC does not
exceed the 250 million ECU threshold set out in Article 1

CONCLUSI ON

Based on the above, the Comm ssion has concluded that the
notified operation is a concentration which does not have a
Comunity dimension within the neaning of Article 1 of the
Mer ger Regul ati on and therefore does not fall withinthe scope
of the Merger Regulation. This decision is adopted in
application of Article 6(1)(a) of Council Regulation No
4064/ 89.
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Del et ed - Busi ness secrets.



