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REASONS FOR DECISION

 

Approval

[1] On 26 September 2018, the Competition Tribunal (“the Tribunal”)

unconditionally approved the large merger between Fairfax Africa Holdings

Corporation (“FAH”) and Consolidated Infrastructure Group Limited (“CIG").

[2] The reasonsfor the approvalfollow.



Parties to the transaction andtheir activities

Primary acquiring firm

[3] FAH is an investment holding company with a number of diverse interests

throughout Africa. FAH is controlled by Fairfax Financial Holdings Limited, a

Canadian public investment company.

Primary target firm

4] The primary targetfirm is CIG, a public companylisted on the JSE thatis not

controlled by anyindividualfirm. CIG is an infrastructure focused companywith

activities in four divisions: The Power division that provides power and

extraction services, Building Materials division that provides inputs for the

construction industry, Oi! and Gasdivision that provides waste managementto

the oil and gas industries and the Rail division which providesinstallation and

maintenanceto the rail transport industry.

Proposedtransaction and rationale

[5]

(6)

{7]

In terms of the Implementation and Underwriting Agreement, FAH intends to

acquire atleast de facto contro! of CIG. They intend to do this through a non-

renounceable rights offer to all current CIG shareholders that is fully

underwritten by a wholly-owned subsidiary of FAH: Fairfax Africa Investments

(Pty) Ltd (“FSA”). The rights offer will be made to current shareholders pro-rata

according to current shareholding levels. Depending on the extent to which the

current CIG shareholders exercise their rights, FAH (through FSA)will acquire

between 0 - 48.2% of ordinary share capital. This amountwill be additional to

the 4.5% of shares that FAH currently holds.

FSAalso has further rights to obtain ordinary share capital through a loan

agreementwith CIG (“the conversionrights”). In terms of the conversion rights,

FSA can convert the loan amountto additional shareholding in CIG depending

on the extent to which existing shareholders take up the rights offer.

Thus, betweentherights offer and conversion rights, FAH hopes to acquire de

jure control of CIG. in the case that FAHfails to secure 50%+1, it has notified
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(8)

this transaction on the basis that it may in any case obtain de facto control,

considering historical voting patterns at shareholding meetings.

The merging parties submit that the transaction will add significant value to and

provides a neededcapital injection to CIG.

Relevant market and impact on competition

[9] The Competition Commission (“Commission”) evaluated the activities of CIG

and the acquiring group and found no horizontal or vertical overlaps between

the parties. The Commission thus concluded that the proposed transaction is

unlikely to prevent or lessen competition in any market within South Africa.

Public interest

[10] The Commission concluded that the proposed transaction is unlikely to

negatively impact employment at the target firm. Further, no other public

interest concernsarise out of the transaction.

Conclusion

[11] In light of the above, we conclude that the proposed transaction is unlikely to

substantially prevent or lessen competition in any relevant market or raise any

public interest concerns. Accordingly, we approve the proposed transaction

unconditionally.
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