COMPETITION TRIBUNAL
REPUBLIC OF SOUTH AFRICA

Case No: 33/LM/Jun01

In thelarge merger between:

Imperial Holdings Limited

and

Tourism Investment Corporation Limited

Reasonsfor the Competition Tribunal’s Decision

APPROVAL

On 4 Jly 2001 the Competition Tribund issued a Mege Clearance Cetificae
goproving the meger between Impeid Holdings Limited and Tourism  Investment
Corporation Limited without conditions in terms of section 16(2)(@). The reasons for the
goprova of the merger gppear below.

Themerger transaction

1

The primary acquiring firm, Imperid Holdings Limited (“Imperid”), is acquiring
dl o pat of the ordinay shares in Tourism Investment Corporation Limited
(“Tourves”), the primary target firm.

Both companies will pos-merger retain therr primary lisings on the Johannesburg
Stock Exchange and continue to conduct their respective businesses separatdly.

EVALUATING THE MERGER

Therdevant market

3.

Imperid, has over 30 subgdiaies in South Africa Though primarily known as a
trangoort and financid sarvices group, it conducts through its various operaions,
a vagd aray of savices induding trangport, motoring, car rentd and touriam,
trucking, aviation lesdng, logidics and flet management outsourcing and
forklifts Its finencid services wing is involved with the supply of banking, short-
term insurance and life assurance products. Imperid’s financid services business
has recently been sold to Nedcor.



4. Imperid’s tourism am consists of an inbound tourism service only.! It has two
mgor brands operating in this market. Springbok-Atlas focuses specificdly on the
European and Audradasan makets. They maket standard tour packages to
internationa  operators and dso sl individud packaged holidays This brand dso
has a trangport service which transports tourists on their fleet of luxury and semi-
luxury coaches Secondly, Imperid owns the Grosvenor Tours brand, which
caters to both the North and South American markets.

5. Tourvest is primarily engaged in two aess (i) travd and financid services and
(i) retal merchandise. Like Imperid, it dso boads a dadble of over 30
subsdiariesin South Africa, through which these ectivities are conducted.

(i) Trave

Tourvest's travd am condds of three divisons Inbound Tourism Services Unit,
Outbound Travd Solutions and a so-cdled “Daotcom unit”.

< |nbound Trave

The Inbound Tourism Services Unit offes trave tour operators and product
companies targeting the incoming oversses and regiond travd maket. It
comprises a range of sarvice operators including Autshumatu Marine Services,
(offering ferry and leisure cruises in the Western Cgpe); Baz Bus (a backpacker
hop-on hop-off bus service to touris centers around the country) ; Africa
Shongololo Express (a tran cruise sarvice around the country); Crown Travd,
Incentive Touring, Welcome Tours & Safaris, Willson Collins Travel (various
tour operaors specdizing in  individud, group and gpecdized scheduled
holidays) aswel as Sunbound Tours and Safaris ( safari drives).

« Outbound Travd

Tourvest's outbound travd arm is grouped with financid services and comprises
three categories of busness, namey outbound trave agents wholesders and
product providers, adventure tourism & safai operators and foreign exchange.
Wdl-known brands include Seekers Trave, American Express Travd, Stalight
Cruises, Safpar White River Rafting and Wild Horizons Elephant-back Safaris.

% Dotcom Unit
Tourvest’s dotcom unit houses a range of e-commerce internet initiatives targeted

a both the inbound and outbound tourism community. Wel known webstes
include travel.co.za; amex.co.za and lasgminute.com.

1 A generic term which describesinternational tourism into a particular country. It includes tour operators,
transport (car and coach rental s), accommodation and tour guide services. See Commission report page 3



0.

(ii) Retail Merchandise

The Retal Merchandise divison houses the group's tourigt retal busness
desgned to focus on inbound, foreign tourids Outletls ae predominantly
drategicaly-based a  Johannesburg and Cape Town Interndtiond  Airports and
mgor shopping centres. They indude Curio MegaStore, Big 5 Duty Free Store,
Derek Bauer, Tanur Jewdlery.

The Commission identified the area of overlgp between the paties services as

being that of providing the sernvices of inbound tour operators to the incoming
touris maket. Tourves is not involved in dther the trangport or tour guide
sarvices aspects of inbound tourism directly.? Similarly, Imperid does not provide
any outbound or retail merchandise tourism services.

The Commisson identified the geogrgphicd market as the whole of South Africa
snce both companies operate throughout South Africa

The Tribund agrees with this definition of the rdlevant market.

Impact on competition

10.

11

The Commisson cdculaed the maket shares for the rdevant market, inbound
tour operator services, as follows’:

Firms No. of incoming tourists Market share
Imperia 40,000 0.62%
Tourvest 115,000 25%

Total 4,6 million 100%

Source: SATour figures

Accordingly, this would leave the parties with a 312% pos-merger market share
in the rdevant market. The Commisson dated that exact empiricd data was not
avalable Converstions the Commisson had with the South African Tourism
Savice Asociation, (“SATSA”) reveded that these were not large players and
that they were in no form, dominant or to be dominant post merger.

However a the hearing, the parties indicaied that the inbound tour market is
further dratified into “nicheé’ markets — the coach-basad package tours and the
“HT", or individud itinerary-based traveler market. Accordingly, on the
narower assessment of the market, it would seem that the Commisson’'s market
share edimates are somewhat general and could under-dete the true postion. It

2 The Commission states that Imperial is vertically integrated into coaches and car rental services, however
its market position in this respect is not altered by this merger.

% These calculations are based on figures provided by SATour, based on the estimated amount of tourists
coming to South Africa per annum. Clearly not all make use of the services of inbound tourist companies
so thisstatisticisunreliable.




13.

would appear that tour operators operate in differentiated “niche’ markets. No
market share information was presented to reflect this market.

The parties conceded a the hearing that the largest operators in the smdl niche
coachbased tour market were Tourvet's Wecome opeation and Imperid’s
Singbok-Atlas  brand.  Notwithdanding this admisson, they dlayed any
competition concerns raised by the merger of the two largest compstitors in this
niche market by dating that the packagedtour maket is presently relying on a
rgpidly-dwindling customer base. Consumers ae now choosng HT, itinery-based
tours, a market for which there are countless operators. As a result, a grest deal of
rationdization is required to keep pace with the changing profile of the indudry.
In order to respond to the dynamic nature of the indudry, the parties are hoping to
achieve dggnificat synergies, economies of scde and raiondization  benefits
through this merger.

Barriersto Entry

14.

16.

SATSA indicated that there are 650 registered tour operators draddling dl niche
makets. The lager playes in the inbound tourism indugry incdude RCI,
Thompsons, Into Africa, Wildeness Tours and Safais Hilton Ross Magari
Safaris and ERM. There are dso many smdler operators.

It would gppear that entry into the tour operator market is relatively easy. Tourism
is very accessble, with minimd capitd outlay requirements. From the parties
submissons, it would gopear that the inbound tourid customer base is very
sophisticated and discerning. They are likdy to “shop around” and compare prices
in an indudry where pricing is very trangparent. Therefore any abitrary price
increese by the merging paties via thar tour operators would in dl likdihood
result in consumers merely switching to dternate (chegper) operators.

The Tribund therefore endorses the Commisson's view tha this merger will not
result in the substantid lessening or prevention of competition in any market.

Public Interest Consderations

17. The merger rases no public interest concerns since Tourvest and Imperid will
continue to conduct their operations separately.
11 July 2001
N.Manoim Date

Concurring: D.H. Lewis, P. Maponya



