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SUMMARY

1. APi Group Corporation (APi) has agreed to acquire Chubb Limited (Chubb),
which is currently wholly owned and controlled by Carrier Global Corporation
(Carrier) (the Merger). APi and Chubb are together referred to as the Parties
and, for statements referring to the future, as the Merged Entity.

2. The Competition and Markets Authority (CMA) believes that it is or may be
the case that each of APiand Chubb is an enterprise; that these enterprises
will cease to be distinctas a resultof the Merger; and that the turnovertest is
met. Accordingly, arrangements are in progress or in contemplation which, if
carried into effect, will resultin the creation of a relevant merger situation.

3. The CMA believes that the Merger does not give rise to a realistic prospect of
a substantial lessening of competition (SLC) as a result of horizontal unilateral
effects.

4. The Merger will therefore not be referred undersection 33(1) of the

Enterprise Act 2002 (the Act).



ASSESSMENT

Parties

5.

APiis a provider of safety, specialty and industrial services, primarily to
customers located in North America, along with more limited operationsin
Europe (principally in the Netherlands, Belgium, France, Sweden, Norway,
and the UK)."

6. The worldwide turnover of APiin 2020 was approximately £2,794 million, of
which approximately £[¢<] million was generated in the UK.2

7. Chubbis a fire safety and security systems provider, offering to customers
globally a range of services from the design, installation, and maintenance of
fire protection and security systems to alarm monitoring.3

8. The worldwide turnover of Chubb in 2020 was approximately £[<] million, of
which approximately £[<] million was generated in the UK.*

Transaction

9. Under a stock purchase agreementsigned on 26 July 2021, APiwill acquire
from Carrier the entire share capital of Chubb, Carrier's wholly-owned
subsidiary.5

10.  The Parties informed the CMA that the Merger was also the subject of review
by the competition authorities in Canada and the Netherlands.®

Jurisdiction

11. The CMA believes that the Merger (as described in paragraph 9) is sufficient
to constitute arrangements in progress or contemplation for the purposes of
the Act.”

12. Each of APiand Chubbis an enterprise. As a result of the Merger, these

enterprises will cease to be distinct.

"Merger Notice dated 13 October 2021, submitted on behalf of the Parties (Merger Notice), page 10.

2 Merger Notice, page 13.

3 Merger Notice, page 10.

4Merger Notice, page 13.

5 The Merger involves the acquisition of Chubb, which, following a recentinternal reorganisation by Carrier,
comprises Carrier’s fire and electronic security business, with the exception of Carrier’s fire and security business
in France (Merger Notice, page 7).

6 Merger Notice, page 10.

7 Section 33(1)(a) of the Act.



13.

14.

15.

The UK turnover of Chubb exceeds £70 million, so the turnovertest in section
23(1)(b) of the Act is satisfied.

The CMA therefore believes thatitis or may be the case that arrangements
are in progress or in contemplation which, if carried into effect, will resultin
the creation of a relevant merger situation.

The initial period for consideration of the Merger under section 34ZA(3) of the
Act started on 19 October 2021 and the statutory 40 working day deadline for
a decision is therefore 13 December 2021.

Counterfactual

16.

17.

18.

The CMA assesses a merger’'s impact relative to the situation that would
prevail absentthe merger (ie the counterfactual).? In an anticipated merger
the counterfactual may consistof the prevailing conditions of competition, or
conditions of competition that involve stronger or weaker competition between
the merger firms than under the prevailing conditions of competition.®

In this case, the Parties submitted thatthe CMA should assess the
competitive effects of the Merger againstthe pre-Merger conditions of
competition (ie the prevailing conditions of competition). 10

The CMA has not seen any evidence to support a differentcounterfactual,
and third parties have not put forward submissions in this respect. Therefore,
the CMA believes the prevailing conditions of competition to be the relevant
counterfactual.

Competitive assessment

Frame of reference

19.

Market definition provides a framework for assessing the competitive effects
of a merger and involves an element of judgement. The boundaries of the
market do notdetermine the outcome of the analysis of the competitive
effects of the merger, as it is recognised thatthere can be constraints on
merging parties from outside the relevantmarket, segmentation within the
relevant market, or other ways in which some constraints are more important

8 Merger Assessment Guidelines (CMA129), 18 March 2021 (Merger Assessment Guidelines), paragraph 3.1.
® Merger Assessment Guidelines, paragraph 3.2.
© Merger Notice, page 23.


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986475/MAGs_for_publication_2021_-.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986475/MAGs_for_publication_2021_-.pdf

than others. The CMA will take these factors into accountin its competitive
assessment.!

20. The Parties overlap in the installation and maintenance of fire protection
systems,'? which includes the provision and maintenance of fire detection and
alarm systems (D&A), fire suppression systems, and portable fire
extinguishers.’3

21.  The Parties submitted that the installation and maintenance of fire protection
systems should notbe further segmented by:

(a) type of activity (ie installation and maintenance) because, from a
supply-side perspective, suppliers generally offer both the installation and
maintenance of all fire safety products;'4

(b) type of fire protection products because, while there is generally no
demand-side substituitability between the specific fire protection
products, > most suppliers offer an array of fire protection products and
customers can easily multisource or switch among the firms for the
installation and maintenance of all or some of theirfire protection
systems. 16

22. The Parties submitted that in previous cases the European Commission has
considered that the relevantgeographic frame of reference is national (ie the
UK).17

23. The CMA received evidence from third parties which supports the above
submissions fromthe Parties. For instance, third parties submitted that
suppliers:

(a) typically offer both installation and maintenance services;'®

(b) generally offer a wide range of fire protection products (ie notjust fire
suppression systems) and multisourcing is notuncommon;°

" Merger Assessment Guidelines, paragraph 9.4.

2For completeness, the Parties also overlap in the supply of alarm monitoring services in the UK. However,
given the limited nature of their overlap (APi’srevenue in relation to these activitiesis [¢<] in the UK in 2020,
Merger Notice, pages 33 and 34) and the lack of third-party concerns, the CMA does not consider this furtherin
this Decision.

8 Merger Notice, page 23.

“Merger Notice, page 26.

5 Such as fire D&A, fire suppression systems, and portable fire extinguishers.

6 Merger Notice, page 26.

"Merger Notice, page 26.

8See forexample: [K].

®See forexample:[&].


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986475/MAGs_for_publication_2021_-.pdf

24.

(c) tend to be based in the UK so they can supply large customers requesting
national contracts.?°

For the reasons set out above, the CMA has considered the impact of the
Merger on the installation and maintenance of fire protection systems in the
UK. However, it was notnecessary for the CMA to reach a conclusion on the
frame of reference, since, for the reasons set out below, no competition
concerns arise on any plausible basis.?"

Horizontal unilateral effects

25.

26.

Horizontal unilateral effects may arise when one firm merges with a
competitor that previously provided a competitive constraint, allowing the
merged firm profitably to raise prices or to degrade quality on its own and
without needing to coordinate with its rivals.22 Horizontal unilateral effects are
more likely when the merging parties are close competitors.

The CMA assessed whetheritis or may be the case that the Merger has
resulted, or may be expected to resultin an SLC in relation to horizontal
unilateral effects in the installation and maintenance of fire protection systems
in the UK.

Share of supply

27.

The Parties submitted that they have a combined share of supplyin the
installation and maintenance of fire protection systems in the UK of less than
10% (by value), with an incrementof [0-5]% being broughtaboutby the
Merger.23 Table 1 below shows the Parties’ estimates of shares of supply of
installation and maintenance of fire protection systems in the UK.

2 See forexample: [<].
2!In particular, the CMA considered thatthe evidence on shares of supply and alternative suppliers indicates that
on any precise definition of the relevant marketthe Merger would be unlikely to resultin a realistic prospect of an

SLC.

2 Merger Assessment Guidelines, paragraph 4.1.

2 Merger Notice, page 30. These shares of supply estimates are based on an estimated UK marketsize forthe
supply of installation and maintenance of fire protection systems of £1.6 billion on page 396 of Appendix 25 of the
Merger Notice. The Parties submitted that they were unable to provide the underlying secondary sources used to
arrive at the estimated marketsize, Merger Notice, page 29.

5


https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fassets.publishing.service.gov.uk%2Fgovernment%2Fuploads%2Fsystem%2Fuploads%2Fattachment_data%2Ffile%2F986475%2FMAGs_for_publication_2021_-.pdf&data=04%7C01%7CLoic.Laude%40cma.gov.uk%7Cf8cc476ba6cd4ec86d2408d942dcbada%7C1948f2d40bc24c5e8c34caac9d736834%7C1%7C0%7C637614338057273365%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=IayE0R0yxeWATs5kke4nFYmeaZxzSgHsieXngIITKhY%3D&reserved=0

Table 1: Parties’ share of supply estimates in the supply of installation and
maintenance of fire protection systems in the UK?*

Provider Shares of supply estimates

Chubb [0-5]%
APi Group [0-5]%
Parties combined [0-10]%
Johnson Controls Intemational (Tyco) c.5%
Protec Fire Detection Plc c.5%
Marlowe Fire & Security c.5%
Siemens Plc <5%
Trinity Fire & Security Systems Ltd <5%
Walker Fire (UK)Ltd <5%
Jackson Fire& Security Ltd <5%
SecomPlc <5%

Source: Merger Notice, pages 30 and 31.

28.

29.

The CMA notes that the majority of APi’s installation and maintenance of fire
protection systems UK revenues were generated from the installation and
maintenance of fire suppression systems specifically (a product within the
wider category of fire protection systems).25> However, even on the basis of
narrower possible subsegmentations (ie on the basis of type of fire protection
product), the Parties’ estimated combined share of supply in the UK would
remain below 10% in each plausible subsegment.?6

Third parties told the CMA that, for the installation and maintenance of fire
protection systems in the UK, the Parties have a low combined share, with a
low incrementresulting from the Merger, and that there are a range of
competitors of a similar size to the Parties.?” The Parties’ internal documents

% The CMA notes that the Parties’ share of supply estimates only coverthe shares of supply forthose entities
that the Parties consider to be their main competitors, Merger Notice, page 30. Accordingly, the share of supply
estimatesin Table 1 do not account for the activity arising from sales made by other, likely smaller, suppliers also

active in this sector.
% Response to CMA requestfor information dated 1tOctober 2021, where the Parties submitted that the majority

of APi’s UK revenues are generated from the installation and maintenance of fire suppression systems (c.£ [¢<]
m in the UK in 2020).

% The Parties submitted that their combined share of supply of installation and maintenance of fire protection
systemsin the UK would not exceed 10% should a subsegmentation be made according to differentsystems
supplied, namelyfor: (i) fire detection and alarm, (ii) fire suppression systems, and (iii) portable fire extinguishers
(Merger Notice, pages 32 and 33).

27 For example, see [K].



also support the Parties’ submissions thatthey have a low combined share for
these activities.?®

30. The CMA has placed limited weighton the Parties’ share of supply estimates,
in particular because no underlying data for the estimates was provided to the
CMA. Nevertheless. the CMA notes that third parties and the Parties’ internal
documents support the Parties’ submissions thatthey have a low combined
share of supply, with a low incrementas a result of the Merger, with a range
of competitors of a similar size.

Closeness of competition and other competitive constraints

31.  The Parties submitted that their respective offerings are complementary in
nature, due to APi’'s US-focussed business, relative to Chubb’s activities
focussing elsewhere.?? In that regard, in the UK, the Parties would notbe
considered particularly close competitors.

32. The Parties submitted that the Merged Entity will face strong competition from
several other larger suppliers in the UK, including Johnson Controls
International, Marlowe Fire & Security, Protec Fire Detection and a tail of
smaller providers (of a similarsize to APi’s fire protection systems revenuesin
the UK).30

33. No third party told the CMA that the Parties were close competitors in these
markets in the UK. Third parties told the CMA that this sector is characterised
by strong competition from a range of suppliersin the UK, with limited
differentiation between such suppliers and the Parties’ offerings.3' No
respondents to the CMA’s invitation to comment expressed concerns about
the merger.

34. The Parties’ internal documents do not suggestthat they monitor one another
or compete closely with one anotherin this sector.32 Additionally, the Parties’
internal documents also broadly confirm that there is a range of alternative
suppliers for the installation and maintenance of fire protection systems in the

3 For example, see Annex 11 - MD Review 13 Nov -Final.pdf, slide 3 supplied by the Partiesin response to CMA
requestfor information dated 7t September2021.

2 Merger Notice, page 10.

30 Merger Notice, pages 29, 30 and 31.

31 For example, see [<]. For completeness, the CMA also soughtto understand whether the competitive
strength of providers varied across the differentsegments of the installation and maintenance of fire protection
systems or according to the size of the provider. Third-party evidence indicated thatproviders broadly offera
similar service across the differentsegments, whilstsmaller providers are generally able to contest for similar
contracts attained by the Parties. [<].

32 See annexes provided in supportof the Parties’ response to CMA requestfor information dated October 15t
2021,in particular: Annex4.19 Q39231 -[<].pdf, Annex 4.34 bnb — [<].pdf, Annex 4.39 [¢<] Assessment
Outcome Notification Letter - Chubb.pdf, Annex4.41[é<] .pdf, Annex 4.44 Chubb[¢<].pdf, Annex 4.50 [<].pdf,
Annex4.7[<].pdf.



UK, including large suppliers such as Johnson Controls International and
Protec.33

35. For the reasons above, the CMA does not consider the Parties to be
particularly close competitors for these activities and that the Merged Entity
will continue to face competition from other alternative suppliers post-Merger.

Conclusion on horizontal unilateral effects

36. On the basis of the above, the CMA considers that there is a range of
suppliers active in this sector, who are all able to compete closely irrespective
of theirindividual share of supply, and the Parties are not particularly close
competitors for these activities in the UK.

37.  Accordingly,the CMA found thatthe Merger does not give rise to a realistic
prospect of an SLC as a result of horizontal unilateral effects in relation to the
supply of installation and maintenance of fire protection systems in the UK.

Barriers to entry and expansion

38.  Entry, or expansion of existing firms, can mitigate the initial effect of a merger
on competition, and in some cases may mean that there is no SLC. In
assessing whetherentry or expansion mightpreventan SLC, the CMA
considers whether such entry or expansion would be timely, likely and
sufficient.34

39. However, the CMA has not had to conclude on barriers to entry or expansion
as the Merger does not give rise to competition concerns on any basis.

Decision

40. Consequently,the CMA does notbelieve thatitis or may be the case thatthe
Merger may be expected to resultin an SLC within a market or markets in the
UK.

41. The Merger will therefore not be referred undersection 33(1) of the Act.

Eleni Gouliou
Director, Competition and Markets Authority
6 December 2021

3 For example,see Annex 11 - MD Review 13 Nov -Final.pdf, supplied by the Partiesin response to a CMA
requestfor information dated 7t September 2021, slide 3.
% Merger Assessment Guidelines, paragraph 8.40.


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/986475/MAGs_for_publication_2021_-.pdf

End notes

i The Mergerincluded a put option granted by APi in respect of Carrier’s business fire and security businessin
France. The parties subsequently informed us thatthis option was exercised in November.
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