
Mergers: Commission clears E.ON's
acquisition of Innogy, subject to
conditions

The European Commission has approved, under the EU Merger Regulation, the
acquisition by E.ON of Innogy’s distribution and consumer solutions business
as well as certain of its electricity generation assets. The approval is
conditional on full compliance with a commitments package offered by E.ON.

Commissioner Margrethe Vestager, in charge of competition policy, said: “It
is important that all Europeans and businesses can buy electricity and gas at
competitive prices. Today, we can approve the acquisition of Innogy by E.ON
because the commitments offered by E.ON will ensure that the merger will not
lead to less choice and higher prices in the countries where these companies
operate.”

E.ON and RWE, which controls Innogy, are both energy companies based in
Germany. They are active across the energy supply chain, from generation and
wholesale to distribution and retail supply of electricity and gas. They are
each active in several Member States but their activities mostly overlap in
Czechia, Germany, Hungary, Slovakia and the UK.The two companies are engaged
in a complex asset swap. Following this asset swap, E.ON will focus on the
distribution and retail supply of electricity and gas, whereas RWE will be
primarily active in upstream electricity generation and wholesale markets.

Today’s decision follows an in-depth investigation of E.ON’s proposed
acquisition of Innogy’s distribution and consumer solutions business as well
as certain electricity generation assets of Innogy.

The Commission approved on 26 February 2019, under the EU Merger Regulation,
another part of the asset swap, namely RWE’s acquisition of certain
generation assets held by E.ON (case M.8871).

The Commission’s investigation

During its in-depth investigation, the Commission gathered extensive
information and received feedback from competitors and customers of the
merging companies, as well as from other stakeholders.

Following its investigation, the Commission had concerns that the
transaction, as initially notified, would have significantly reduced
competition in the following markets:

German market for the supply of electricity for heating purposes: the
merger would eliminate an important competitive constraint as the
merging companies are the two largest suppliers of heating electricity
and smaller retailers typically face material barriers to enter/expand.
German market for the supply of electric vehicle charging stations on
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motorways: the companies are two of a very limited number of suppliers
who operate (or plan to operate) electric charging stations on German
motorways and in many instances their stations are in direct competition
as they are located close to each other.
Czech market for the retail supply of gas (to all customers) and
electricity (to households and small businesses), the companies are
strong suppliers and closely compete. The merger would remove the
effective competitive constraint that they currently exert on each
other.
Hungarian market for the retail supply of electricity to unregulated
businesses: the companies are two of three major retailers active in the
country and exert a significant competitive pressure on each other that
would be lost with the merger.

The in-depth investigation did not confirm the following concerns that the
Commission initially had relating to the retail supply of electricity:

In Germany, the market is highly fragmented with a large number of
credible retailers and new companies regularly entering the market. The
Commission found no evidence of a loss of significant competition as a
result of the transaction.
In Slovakia, the merging companies have traditionally focused on
different regions within the country and have therefore exerted a
limited competition on each other. The Commission found no evidence that
the companies would increasingly compete against each other in the
future in the absence of the merger.

The proposed remedies

To address the Commission’s competition concerns, E.ON offered the following
commitments:

To divest most of E.ON’s customers supplied with heating electricity in
Germany and, at the option of the purchaser, all assets that may be
needed to operate effectively in the market;
To discontinue the operation of 34 electric charging stations located on
German motorways. These stations will be operated by a new third party
supplier in the future;
To divest E.ON’s business in the retail supply of electricity to
unregulated customers in Hungary, including all assets and staff;
To divest Innogy’s entire business in the retail supply of electricity
and gas in Czechia, including all assets and staff.

The Commission found that the divested assets and the discontinued charging
stations, each constitute viable businesses that would enable suitable buyers
to compete effectively with the merged entity in the relevant markets in the
future.

The Commission therefore concluded that the transaction, as modified by the
commitments, would no longer raise competition concerns. This decision is
conditional upon the full compliance with the commitments.



Companies and products

E.ON, based in Germany, is an energy company currently active across the
whole energy chain. Following the completion of the asset swap with RWE, E.ON
will focus on the distribution and retail supply of electricity and gas. E.ON
is active in several European countries.

Innogy, controlled by RWE and based in Germany, is also an energy company
active across the energy supply chain, including distribution, retail supply
and energy-related activities. Innogy is active in several European
countries.

Merger control rules and procedures

The Commission has the duty to assess mergers and acquisitions involving
companies with a turnover above certain thresholds (see Article 1 of the
Merger Regulation) and to prevent concentrations that would significantly
impede effective competition in the EEA or any substantial part of it.

The vast majority of notified mergers do not pose competition problems and
are cleared after a routine review. From the moment a transaction is
notified, the Commission generally has a total of 25 working days to decide
whether to grant approval (Phase I) or to start an in-depth investigation
(Phase II).

There are currently three on-going phase II merger investigation: the
proposed acquisition of Lotos by PKN Orlen, the proposed acquisition of
Bonnier Broadcasting by Telia Company and the proposed acquisition of Aleris
by Novelis. More information will be available on the Commission’s
competition website, in the public case register under the case number
M.8870.
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