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Introduction and Relevant Background

On 30" September 2021, the COMESA Competition Commission (the “Commission”) received
a notification regarding the proposed establishment of full function greenficld joint ventures in
Kenya and Uganda by Nutreco International B.V. {"Nutreco™) and cach of Unga Farm Care
E.A. Limited ("Unga") and Unga Millers {Uganda) Limited (*UMUL"), pursuant to Anticle
24(1) ol the COMESA Competition Regulations.

Pursuant to Article 26 of the Regulations, the Commission is required 1o assess whether the
transaction between the parties would or is likely 10 have the effect of substantially preventing
or lessening compelition of would be contrury to public interest in the Common Market,

Pursuant 1o Anticle 13(4) of the Regulutions, there is established a Committee Responsible for
[mitial Determinations, referred 1o as the C1D. The CHD s responstble for making determinetions
on cases befure the Commission. The decision of the CID is set out below

The Parties
Lnga

Unga is a company incorporated under the faws of Kenyao with registerid address, PO, Baa
30386 Ngano House, Commercial Street Industrial Arca, Nairobi, kenya It is part of Uinga
Group Pic which is listed on the Nairobi Securities Fxchunge and is active in the manufacture
and supply of human nutrition, animal nutrition and animal health products. The partivs
submitted that Unga is o leading animal feed manufacwrer in kenya. It manufactures, markets
and supplies complete feeds for various farmied animal species including poultry, pigs, ruminants
and fish under the brand name FUGO. Unga has several production plants in Kenyva and over
230 full-time employees. It alsa exports complete feed and feed cquivalents from Kemya 1o
Rwanda and lganda.

Uyt

VMUL §s a dormant company within the Unga Group, under common canteul with Unga UMUI
has been incorporated under the laws of Uganda, with registered address at Plor M299, Factory
Cluse, Ntinda Industrial Area, P.O. Boy 16382, Kampala. Uganda.

Within the Comman Markel. the Unga group operates in Kemva, Hganda and Rwanda under the
following entities:

Tuble I = Activities af the Unga Group in the Common Market

| Name of Entity Member State Description of sector of aperation
in the Common Markel
Linga Farm Care F A Limited kenya
| Unga Farm Care E A Ugand. Complete animal feed and
Limited Unsta Millers () Limiied | equivalents
| Unga Farm Care EA. Limited (Rwanda | o - 1
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Nulreco

Nutreco is a compam incorparated under the Jaws of Netherlands, with registered address at
Sationsstraat 77, 381 1 M| Amersfoort, The Netherlands, It is a global leader in animal nutrition
ond aquafeed with its headquarters in The Netherlands. It is part of the SHY Holdings group
which is a global family business with a portfolio of companies active in energy distribution,
cash-and-carry wholesale, heavy litting and transport activities, industrial services, animal feed,
exploration. development and production of oil and gas and providing private equity, Nutreco
supplies complete feeds for various farmed animal species including poultry, pigs, ruminants
and fish under two global brands. Skretting and Trouw Nutrition. It also supplics complete feed
equivalents (including premises, macropacks and concentrates) and animal feed ingredients such
as vitamins, mincrals. amino acids, additives, protein and starch sources. Nutreco has over
12100 employees in more than 37 countries across the world. Nutreco curmrently exports
complete feed and feed equivalents from Europe and Fgypi to Kenva, Rwanda, Uganda and
several other countries within the Common Market

Within the Common Market, Nutreco is active in DRC, Egypl. Ethiopia, Kenya, Libya,
Madagascar, Malawi. Mauritios, Rwanda, Sudan, Tunisia, Uganda. Zambia and Zimbabu e

Jurisdiction of the Commission

Article 24(1) of the Regulutions requires ‘notifiable mergers’ (o be notified to the Commission.
Rule 4 of the Rules on the Determination of Merger Notification Thresholds and Method of
Caleulation (the “Merger Notificativn Thresholds Rules™) provides thai:

Anv morger, wheee bealy thy ceiuiring firm i the fareet fiem, or cither the eiirring firm
ur the target firm, sperate in twa or more Member States, shall be notifiable if
@ the combined anmnual tenover or combined value of assets, whichever is lugher,
the Cetmman Market of alf partics 1o ¢ merger equals or cxceeds USD 30 mithon:
wtid
B M anial tienover o valne uf assets, whichever i bigher. in the Common Markor
uf cach aof ai bewst tvo of the partes to a merger eigraly or exeeeds USD 10 million,
utiess each of the pariies tv i merger achivwes at feast two-thirds of ity agEregle
fiernover o asscty i the Common Murket within one and the sane Menhor State

- The merging parties have operations in more than two COMESA Member States. The parties’

combined tirnoser e the Common Market oxcedds the threshold of USD 50 million and they
each derive turnover of more than USID 10 million in the Common Marker. In addition, the
merging pacties do not achieve more than two-thirds of their respective COMES A-wide tumaver
within one and the same Member State, Fhe nuified transaction is therefore notifiable to the
Commission within the meaning of Article 23(5)a) of the Regulations
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Details of the Merger

I1. The notified transaction concerns Nutreco and Unga consolidating cenain pants of their animal

feed and aqualeed businesses currently conducted in Kenva, Rwanda, and Uganda within the
COMESA region.

Compcetition Analysis and Relevant Observations

Consideration of the Relevant Markets

Relevant Provtuct Marker

- The CI1D noted that the activitics of { ‘nga i the Common Market comprise of the manuficture

and supply of complete animal feed and equivalents (including premixes, macropacks and
concentrates) [or the main farmed animal specics including poultry, pigs. ruminants and fish. It
was noted that this specifically includes the supply of complete feeds. feed concentrates, fead
premixes and macropacks. and mincral licks and blocks. It was #lso noted that Unga supplies
mineral licks and blocks in Kenyva and Uganda and supplies only animal feed cquivalents in
Hwanda

The CID noted that Nutreco supplies complete feeds for various farmed animal species including
poultry., pigs, ruminants and fish under two global brands, Skretting and Trouw Nutrition. It also
supplies complere feed equivalents fincluding premixes, macropacks and concentrates) and
animal feed ingredients such as vitamins, minerals, amino acids. additives and protein and starch
SOUFCES.

- With respect to the establishment of the joint ventures, the CID noted that the principal business

of the Kenya JV shall be the manufacture, packaging, imponation, distribution, sales. advertising
and promoting fish feed. squaculture nutritional solutions and cquipment and other aquacullure
services or deviees to produce fish and crustaceans in the Common Market. On the other hand,
the Uganda JV principal busincss shall be munufacturing. packaging. distributing, seliing,
advertising und promoting complete feed and concentrates lor livestock in Uganda and
potentially, other Fast African Countries in the future.

-In view of the abave, the CID categorized the transaction as a horizontal merger given that the

parties are active in the supply of competing prodicts at the same level of the supply chain and
in the same geographic market. The C1D ohserved that under the proposed transaction, the parties
are trunslerring their respective manulacture, pachaging, importing, distributing, selling,
advertising and promoting fish leed, aequaculture mutritional solutions and cquipment and ofher
aguaculiune servives or devices o produce fish and crustaceans to the Kenya JV and the
manufucturing. packaging, distributing, selling. advertising and promoting complete foed and
concentrates for livestock to the Lganda JV.

<In view ol the activities of the panties, the CID considered that the complete animal feeds marker

can be seamented imo the supply of complete animal feed and cguivalents {equivalents includs

= L
premrves, macropacks and concentratgs).
-
-

V) {\w
f_,_/ } /J%TH_‘ % ] _}\-‘{‘;\
S %

}

i



17 The CID observed thar tarmed animals require a well-balnced digy comprising protein, energy,
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vitamins and all autetionally importan; minerals for their w ell-being and in arder 1o enable them
to perform at their optimal levels. The required nutritional requirements come from the anima)
feeds. Further, the complete feed is a quantitative misture of aj) dictary ingredients, blended
thoroughly to Prevent separation and selection, fiod as a sole saurce of nutrients cxcept warer and
is formulated in a desired proportion to meet the specific nutrient requirements. The concentrate
and roughage levels May vary according to the nutrien requirement of ruminants for different
production purpuses. The complete feed with the use of fibrous crop residue is g aoble way 1o
increase the voluntary feed intake and thys an animal’s production performance.

- The CID noted that Pre-mixes refers to 4 blend ol micronutrients that are individually added 10

pet food in “micra™ amounts, Combining these ingredients in a premix simplifics the weighing
process and improves accuracy i mining and distribution ofthese micronutrients threughout the
food. It was noted that Premixes and concentrates are designed to provide a balanced contribution
1o the animal's needs and are usually adapted to cach state of age and development of animals.
Macropacks include all the added vitamins and minerals. macro ingredients required in the feed
of the animal,

Feed represenis o significant cost in taral animal cost. 1t is estimated that feed represent at jeast
60% of the costs of rearing livestack

The CID noted that from a demand perspective, an animal farmer can either chuose to buy the
complete feed from the marker for the livestock or chose o make its own feed where (he P
materials.are easily available Howeyer, compounding of the animal feed may be a difficuly
process beyond the reach of certain animal farmers, where critical knowledge is required abowg
the appropriate techniques for processing, handling and storage of ingredients with minimum
loss of feed quality: accurage weighing of each ingredient, thorough mixing of weighed
ingredients and the correct interpretation of each formula is required. Such challenges may
therefore limit demang-s:de substitutabiliry.

+ Based on the activities of the parties, the ClI) considered the relevant product market as the

market for the supply of complete animal feed and equivalents {equivalents include premixes,
macropacks and concentratesy, The CID noted that there are indications that the relevant marker
could be further scgmented according to the nutritional requirement by type of livestack feg
chicken, canle, fish, “le.). However, it was noted that even under the narrowest marker definition.
the outcome of the assessment would mst e materially altered.

Relvvong Creogregsliee Vfarker

Phe CHD noved that the respective markets for fhe supply of complete animal feed and equivalzants
{equivalents inclugde Premines, macropacks and concentrates) is likely 1o be national in scope,
Le. the Member States where the aclivities af the Parent companics overlap heing Kenya
Rwanda and Uganda, I was vonsidered thut on the demand-side, an animal tarmer is likely to
buy animal feeds from g ocal source in view of the financial costs and leay ime involved in
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imports. Animal feed already comprise a sigmificant cost in the livestock production value ¢hain
The costs of importing animal feed from a foreign supplicr iy also pose impediments to the
animal farmer comsidering the importation costs involved, especially when there are availuble
substitules nationally in cach Member State.

- The C1D noted that from the supply-side, suppliers of animal feed and equivalents are likely to

manufacture complete animal feed and equivalents in given Member States where they have
operations since this s likely to be cheaper as compared to importation. This notwithstanding,
the CID noted the presence of impots of animal feed any equivalents in the relevant markets,
The CID noted that Nutreeo currently esports complete Feed and focd equivalents from Europe
and Egypt to Kenya, R and: « Uzanda and several ather countries within the Common Marker

the CID further poted thay the principal business af the Kenva IV shall be the manufacture,
packaging, importation, distribution, sales. ads ertising and promotion of fish feed, aquaculture
nutritional solutions and equipment and other dquaculture services or devices to produce fish
and Crustacezns in the Commuon Market. Based on the information gathered. the Commission
nates that the market shares af relevant players, mcluding those ofimporters are lragmented and
small

- The CID noied that trom the supply-side, 2 5-10% increase in the Prrice of complete animal foed

and equivalent 15 nut likely o be sutficient 1o immediately incentivize importers to enter the
relevant market in anticipation of profits, This is the case since such an importation strategy in
response o the § < 10% price increase waeld also have to factor in the transporiation and
logistical costs imvolved in the Impoation,

The CID simitarly noted tha given a $- 107, increase in the rrices of animal feed and equivalent
in another Member State. it AYight not be feasible for the respective joint ventures pr pitrent
companies Lo shift their activities and Services to the other Member State, without significant
investment which may o beyond the reasongble time period of two years. Given that the
geographic scope of overlap is Kemva. Rwands angd Uganda. the CID considered that the
gevgraphic markets gre the respective temitories of tiese Member States where the aclivitics of
the parties ov erkap.

Conclusion af Relevant Market Definition

. For the purpase ofassessing the proposed transiction only, and withoys prejudice to future cases,

the CID identified the releyant market Ay the market for the supply of compleéte animal Feed and
equivalents fequivalenis include premives, macropacks and concentrates) in Kenya, Rwanda and
Uganda.

Market Shares and Market Concentrating

The CID noted Enga estimared market shares and market shares of its competitors as presented
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Table 2 - Unga's estimated Marker Shares

Geographic | Name of Entity Sub-category  in  the | Estimated
Marker relevant Product Market | Market
Shares
Kenya Unga Complete animal fecds and [18=21]%
cquivalents
Rwanda Unga Complete animal feeds and (10— 135
equivalents
[ Uganda Unea Complete anima! feeds and [3 - 6%
[ cquivalens
Table 3~ Unga's Competitors and their Market Shares
Geographic Sub-category in the | Name of Entity Estimated |
Market relevant Product Market
Marker Shares
|
Kemya Complete animal feeds | Pembe Flour — Mills 18- 11]% |
and equivalents Limined
-Ein}ﬂ Feeds Limited [6-9)%
Bidco Africs Limited [4=7% |
Fida Featls A=71% ]
Wonder Feeds Limited 3 - 6%
Nutreco <2%
Rwanda Complete animal feeds | Prodes {K) Limited [22-251%
d equivilents — — -
. SRl Trouw Nutrition Africa| [17 - 30]%
(Nutreeo Africa)
, | | Gorilla Feeds limited [9=12]%
i | ! Fine Fish {R) Limited | (7-10]%
io | -
Ligand | Cempleic animal feeds [HMII Rainbow Limited 117 - 201%
and alen _
SN e Froww Nutriticn Africa [7-10]%

( Nutreca)

s §

|



o Wivinzika Poultry | [7 - 10]%
International Limited
r Ugachik Pouliry | [2-5]%
| Breeders Uganda
‘ limited
]

29 The C1D also noted that the submission by Nutreco that the volume of the complete animal feeds
and equivalents marke! within the COMUESA is approximately 16,864,436 metric tons per annum
with a value of approximatels USD 6 - 10 billion, Mutreco’s estimated its market shares and
nmiarket shares of its competitors were submitted as presented in Table 4 and 5 below,

Table 4 - Nutreca's estimated Marker Shares

Geographic | Nameof Entity Huﬁﬂtegury in the | Estimated
Market relevant Produoct Market Market Shares
Kema Nuireco Complete animal feeds and <%
cquivalents
| Bwanda Mulreco Complete animal feeds and 117 =20
| | eyuivalents
g Ligamda Nutreoo Compleie animal feeds and |7 - 10)%
j_ equivalonts
Tabie $ - Nutreco's Competitors and their Market Shares
Cieographic Sub-category in the | Name of Entity Estimated
Market rclevant Product Market
f Market Shares
kema Complete amimal feeds | Unga I HE=-215
[ and ivafent = - ;
RS Pembe  Flour  Mills| [8—11[% |
' Limited
! ! Isinya Feeds Limited [6— 2]
E | Bideo Africa Limited [4=7]%
I |
! Faida Feeds 4-T71%
J Wonder Feeds Limited |3 = 6]
Pty subntiiteed thet there wre gu wther r.rpr_u;. ancl focal companies in Kot
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Kwands |

Complete animal feeds, |
and equivalents

Unga

(10=131% |

Prodev (K) Limited

22 - 25)%

Gorilla Feeds limited

[9-12)%

Fine Fish (R) Linuted

[7-10]%

i
Partics siubmitted thet there are severad e expre

rters it local companics in

Rl
Uganda | Complete animal feeds | Unga [3-6]%
| and fents - = ]
[ | RS VINH Rainbow Limited | [17-201% |
1 ’ Biyinzika Poulty | |7~ 10%
International Limited
Ugachik Pouliy | [2=5]%
Breeders Uganda |
| Limited

i Peartiv s submitoed that thens iy ety e dmporters and foced provucess e Uganda |

10. The CID observed that the estimated combined market shares of the panties in the market for
cemplete animal feeds and equivalents of the parties post transaction will be as follows,

lLable 6 - Estimated Combined Market Shares of parties’ post transaction

Geographic Marker Sub-category in the relevant | Estimated Combined
Product Market Market Shares of
| parties
Kenya <(20-23Pa
Rwanda [27=33]%
Liganda Complete  animal  feeds  and [~ [10 - 16]%
equivalents

A1 I light of the above, the CLED considered

shares wf - f200,

However, the CHD noted 1hat the new bigic

that the partics are likely 1o have an estimated markel
- 2850 i Kenya and will be the higuest player on the relevant market,
sbeompettor will have an estimated market share o)

I8 = FE 0 and ciher small conmpetitors are present on the market with markel share varying
between 6% o 9% The CHD noted that the relevant market in Kenya is characterised by the

presence ol mmports and other loe
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Inthis respect. the CID concluded that despite the partics having high market shares, the survival
of other small players on the market is indicative that the market is competitive.

2. The CID noted that the merged entity’s estimated market share in Rwanda will be f30% - 332,
However, the CID observed that although the post-merger market share may seem to be
sigificant, the merged entity's closest competitor, Prodey {R) Limited, holds a market share of
[22% - 25%) The CID therefore observed that Prodey (R) Ltd is likely 10 present a competitive
constraint to the merged entity. It was considered tha the merged entity's ability to increase
prices or reduce quality of complete animal feeds and cquivalents will be constrained and the
parties will henve not have the incentive to do so. Further, the CID noted that while the merged
entity holds fir# . 337, J market shares alone in R anda. the remaining market players represent
47% and the market is open 1o other small players, The CID noted that the survival of small
players in the relevant market is g proof that the market is open to campelition.

3 With respect o the Ugandan market, the CID noted that merped entiay will hold an estimated
market share of [ 137, - 6% while the market leader is 1IN Rainbow Limited with a market
share of /17 - 20%]. The CID considered that the merged entity will be competitively constrained
by HMH Rainbow Limited in the relevant market,

+ I view of the existence of competition in the relevant marker, the CID concluded that the
transaction will not lead to any significant market share aecretion in the relevant market given
the small market share of the tacget undertaking. Fusther, the irnsaction is unbikely to raise any
competition concerns as the parties are likely 1o Face competitive constraints fram its compelitor
in the respective markets

3, The CID also observed that barriees 10 entry in the rebevant mark ers are not prohibitive given the

presence of a karge number of spall players. including imporiers,

Third Party Views

6. Submissions were received from the national competition authoritivs of Mauritius, Malaw|
Ethiopia and Egypt which did not identify any competition or public interest concern likely 1o
ar1se from the transaction.

Determination

7. Based on the foreguing reasons, the C1D determined that the merger is not likels 1o substantially
prevent of lessen competition in the Cammon Market or a substantial part of it, nor be contran,
o public interest. The CHD further determined that the transaction is not likely to frustrate the
Freaty abyective of full market integration
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38. The CID there fore approved this teansaction. This decision is adopted in aceordance with Article
~6 ol the Regulations.

of December 2021
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Commissioner Deshmuk Kowlessur (Chairperson)
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Commissioner Mahmoud Momtaz Commissioner [slam Tagelsir Ahmed Albasan



