OUTCOME OF COMPETITION TRIBUNAL HEARINGS
(Following is a guideline for journalists. The information can be used but please do not quote Nandi Mokoena or the Tribunal)

Major agriculture firms given conditional go-ahead to merge retail operations 

Today the Competition Tribunal approved, with conditions, the amalgamation of the retail assets of two major agriculture firms: Afgri Operations Limited and Senwes Limited. The two firms will form a 50/50 joint venture into which each will contribute their respective farming requisite retail stores. These stores sell a range of key agriculture inputs such as fertiliser, animal feed, seed, fuel, vaccinations and crop protection to farmers. They also sell non-farming products like hardware and building materials. Currently Senwes has 28 farming requisite stores located in the Free State, North West and Gauteng while Afgri has 38 stores located in Gauteng, Mpumalanga, KwaZulu-Natal and the Free State. Afgri will also transfer to the joint venture its farming wholesale businesses which largely supply agricultural products to farming requisite stores.
The Competition Tribunal’s decision comes after a one day hearing, which took place on 10 April 2013. Prior to referring the deal to the Competition Tribunal, the Competition Commission assessed the transaction and concluded that it would raise the possibility of anti-competitive information sharing between Afgri and Senwes. This could occur because, outside of the merger, Afgri and Senwes would continue to compete with each other in grain handling and storage as well as in financial and insurance services offered to farmers. The Commission was concerned that the joint venture would create a convenient platform for the exchange of competitively sensitive information between Afgri and Senwes in the other markets that they compete in. The Commission therefore recommended that the Tribunal approve the deal with conditions aimed at mitigating the possible information exchange. 
In addition, the merging parties said that, due to role duplications at head office level, they anticipated that no more than 50 employees would be retrenched. The merging parties proposed a 12 month moratorium on retrenchment after which any retrenchments related to the transaction would be limited to 50. The Commission accepted this proposal and included it in the recommendation it made to the Tribunal. The Tribunal ordered that there must be no retrenchment of employees in the respective retail businesses of Afgri and Senwes to be transferred to the JV and, in the case of Afgri, in its Partrite business, within a period of 12 months after the effective date of the implementation of the merger. Furthermore, the parties may retrench a maximum of 50 employees, limited to head office employees from the Patterson Job Grades B3 to E5 as a result of the proposed merger in months 13 to 24 after the effective date of the proposed merger.
At the Tribunal’s request, two witnesses gave evidence on this transaction at the merger hearing. These were Chris Venter, the CEO of Afgri, and Francois Strydom, the MD of Senwes. The Tribunal questioned the witnesses on, amongst other things,  the events leading up to the merger, the rationale for the transaction, the anticipated efficiencies associated with the deal, the reasons for the limited geographic overlap between the retail stores of Afgri and Senwes, why the parties could not individually expand their retail footprint and the benefits that farmers could expect from the deal.
The Tribunal requested that a number of changes be made to the tendered conditions, including that all permanent, contract and temporary employees be bound to certain terms of the conditions which were aimed at preventing the anti-competitive exchange of information between Afgri and Senwes. The Commission and the merging parties made the changes and the Tribunal has now approved the deal with the amended conditions. The Tribunal, as part of several monitoring conditions, imposed a condition which requires reporting on an annual basis to the Commission on compliance with the conditions.   
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