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CINEWORLD/CITY SCREEN MERGER INQUIRY 

Cineworld and Picturehouse Response to Notice of Possible Remedies 

1. Introduction 

1.1 Cineworld and Picturehouse set out below their joint response to the issues on which the 
Competition Commission (“CC”) invited comments in its Notice of Possible Remedies 
issued on 20 August 2013 (the “Remedies Notice”).  This Response is without prejudice 
to the parties’ views in relation to the CC’s Provisional Findings, which are set out in a 
separate paper that is also being submitted today.  In particular, the parties should not be 
taken to have agreed that any substantial lessening of competition (“SLC”) might arise as 
a result of the merger in any particular local area. 

1.2 The CC’s Remedies Notice proposes that an appropriate remedy for an expected SLC 
might be divestiture of one of the parties’ cinemas in each of Aberdeen, Bury St Edmunds 
and Cambridge. The parties agree that this would be an effective and comprehensive 
remedy in each of these areas.  The parties’ comments on divestiture remedies are set 
out in Section 2 below.   

1.3 However, in respect of Bury St Edmunds, the parties consider that there is an equally 
effective alternative remedy which will address the CC’s concerns over higher prices for 
cinema-goers whilst preserving the diversity of consumer choice in the area, and which 
should be considered in priority to divestiture.  This is discussed further at Section 3 
below.  

2. Divestiture 

2.1 We set out below the parties’ views on divestiture remedies and how these could 
appropriately be implemented if required in any of the three areas.   

The scope of the divestiture package 

2.2 The parties consider that, should divestiture be the preferred remedy option, the 
divestment of one of the parties’ cinemas in each of Aberdeen, Bury St Edmunds and 
Cambridge to a viable operator will address the perceived issues in those areas by 
creating a new source of competition in each area and returning each to its pre-merger 
state. 

2.3 The parties submit that divesting each cinema individually will represent the most 
practical, cost-effective approach and will be most attractive to potential purchasers as it 
will allow the sites to be acquired either by multi-site operators or by independent 
operators, and either as a single purchase or a purchase of two or more sites.  This is a 
particularly important factor in the sale of the relevant Picturehouse sites, which are 
potentially more attractive to independent owners than Cineworld’s multiplexes.  
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2.4 Each divestment package is easily capable of definition, given the standalone nature of a 
cinema business.  [].  

2.5 Divestment would be effected by a sale of the business and assets of the relevant 
cinema.  This has been achieved in numerous previous cases in the cinema sector where 
undertakings to divest have been given to the Office of Fair Trading (“OFT”) or CC, 
including by Cineworld itself following its 2005 acquisition of UGC.  There are, however, 
special considerations in relation to the Belmont Picturehouse in Aberdeen (see further 
below).   

2.6 In assessing whether the identity of the divested cinema is material (i.e. whether either 
the Cineworld or the Picturehouse cinema must be divested), a key factor is the 
difference between each of the Picturehouse and Cineworld cinemas in terms of gross 
box office revenue (“GBOR”), earnings before income tax and dividends (“EBITDA”) and 
numbers of screens/seats.  The figures are set out in Table 1 below.   

 

Table 1 – Comparison of Cineworld and Picturehouse cinemas 

Area/Cinema 
GBOR 2012 
(Rentrak) 

(£) 

EBITDA 2012 
(£) 

Screens Seats 

Aberdeen 

Cineworld Union 
Square 

[] [] 
10 2,382 

Cineworld 
Queen’s Link 

[] [] 
9 2,154 

Picturehouse [] [] 3 469 

Bury St Edmunds 

Cineworld [] [] 8 1,472 

Picturehouse [] [] 2 186 

Cambridge 

Cineworld [] [] 9 1,700 

Picturehouse [] [] 3 505 

 

2.7 It is obvious from the disparity between the Cineworld and Picturehouse cinemas that a 
requirement that only the Cineworld cinema could be sold in any area would very likely 



Error! Unknown document property name. 3 

 

be more costly to the parties in terms of lost revenue, and so a more intrusive remedy.  
Accordingly, the parties consider that any divestiture undertaking must allow divestment 
of the relevant Picturehouse cinema in each case.  This is necessary to give the parties 
the ability to ensure that the remedy that is implemented is the least restrictive of the 
effective options available1.   

2.8 Specific considerations in relation to the three areas are as follows: 

2.8.1 Aberdeen: the parties consider that the identity of the cinema to be divested is 
a particularly material factor in relation to Aberdeen, given the specific 
circumstances of the Belmont Picturehouse.  As the CC is aware, the Belmont 
Picturehouse is operated under a Minute of Agreement (the “Aberdeen 
Agreement”) with Aberdeen City Council (“Aberdeen Council”).   

The two Aberdeen Cineworlds (Union Square and Queen’s Link) are highly 
profitable businesses, generating EBITDA of nearly £[] in 2012, against less 
than £[] for the Belmont Picturehouse.  The Belmont Picturehouse also 
requires an annual subsidy of £[] from Aberdeen Council in order to operate.  
The GBOR of even the smaller of the two Cineworlds (Queen’s Link) is over 
[] times that of the Belmont Picturehouse and its EBITDA is over [] times 
as large.  Moreover, Picturehouse is only entitled to operate the Belmont up 
until expiry of the Aberdeen Agreement in 2021.   

It is therefore the parties’ view that requiring divestment of either of the 
Aberdeen Cineworlds would be disproportionate, as divestment of the Belmont 
Picturehouse would clearly be significantly less onerous.   

2.8.2 Bury St Edmunds and Cambridge: in each of Bury St Edmunds or Cambridge 
either cinema could be divested.  In both areas the Cineworld and Picturehouse 
cinemas are readily saleable assets which are likely to attract a number of 
suitable purchasers, albeit that again the Cineworld is in each case significantly 
bigger – [] times Picturehouse’s EBITDA in Bury St Edmunds and over [] 
Picturehouse’s EBITDA in Cambridge.  In these areas too, the parties submit 
that a remedy that required only the bigger Cineworld to be divested and did not 
permit divestment of the Picturehouse would be disproportionate on the 
grounds that divestment of a Cineworld would be likely to be significantly more 
onerous.   

2.9 Accordingly, the parties consider that they should be given discretion as to whether a 
Picturehouse or a Cineworld cinema is divested in each of Bury St Edmunds or 
Cambridge.  In Aberdeen, any divestiture remedy should relate only to the Belmont 
Picturehouse.   

Identification of a suitable purchaser in Bury St Edmunds and Cambridge 

                                                      

1 This was the approach taken by the CC in, for example, Global Radio Holdings Limited and GMG Radio Holdings 
Limited, 21 May 2013 (see paragraphs 9.199 to 9.202).   
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2.10 The parties consider that identification of a potential purchaser for either cinema in each 
of Bury St Edmunds and Cambridge will be straightforward. The parties consider that 
there will be a number of independent, viable purchasers which will not raise further 
competition or regulatory concerns. The parties therefore consider that there should be 
no requirement for an up-front purchaser included in the divestment undertakings. 

2.11 Indeed, the parties have already received expressions of interest (by letter, email and 
telephone call) in acquiring Picturehouse or Cineworld cinemas in the relevant areas from 
[] Cinemas – all of them established cinema operators whose acquisition would raise 
no competition concerns.  In Cambridge, [] have also expressed an interest in relation 
to the Arts Picturehouse.   

2.12 Should a Picturehouse cinema be sold, the parties consider that it should be open to the 
purchaser to contract on normal arm’s length commercial terms for the supply of City 
Screen Virtual film programming services, and/or Picturehouse Bookings telephone 
booking services, and/or Newman Online ticketing services.   

Identification of a suitable purchaser in Aberdeen 

2.13 Special considerations apply to divestment of the Belmont Picturehouse in Aberdeen.  
The parties believe that there are three options: 

• Divestment of the Belmont Picturehouse to a third party, either through a sale of the 
company that operates the cinema or a transfer of its business; 

• Increased regulation of the cinema by Aberdeen Council in addition to that currently 
applicable in the Aberdeen Agreement; 

• Divestment of the Belmont Picturehouse to Aberdeen Council.   

Divestment of the Belmont Picturehouse to a third party 

2.14 The Belmont Picturehouse is operated by a separate subsidiary, City Screen (Aberdeen) 
Limited, which is the entity that has contracted with Aberdeen Council to operate the 
cinema.  No consent to a change of control of that company is required under the 
Aberdeen Agreement (and none was required to the acquisition by Cineworld), so in 
principle the company could be sold and under new ownership carry on operation of the 
cinema at the Belmont Media Centre site in accordance with the Aberdeen Agreement.  
Assignment of the Aberdeen Agreement as part of a business/assets sale would however 
require Aberdeen Council’s consent2.  A buyer in either case would need to be confident 
that it could comply with the Aberdeen Agreement.   

Increased regulation by Aberdeen Council 

2.15 With a view to exploring other options, the parties have entered into discussions with 
Aberdeen Council of options for ensuring that the cinema at the Belmont Media Centre 

                                                      

2 Clauses 9.2(b), 20.1(f) and 22.1(c) of the Aberdeen Agreement.   
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can continue to operate as an effective and viable business offering consumer choice in 
Aberdeen.   

2.16 []: 

2.16.1 []; 

2.16.2 []; 

2.16.3 []; 

2.16.4 []. 

2.17 [].   

Divestment of the Belmont Picturehouse to Aberdeen Council 

2.18 In order further to assist the CC, Picturehouse has also developed a proposal for 
divestment of the Belmont Picturehouse to Aberdeen Council.  The proposal would be 
applicable only if the CC was not satisfied that the proposal above was appropriate and it 
would require further discussion with Aberdeen Council (the council is aware of this 
alternative proposal).   

2.19 In brief, the transaction would involve a specific divestiture undertaking by Cineworld in 
relation to the Belmont Picturehouse.  [].   

2.20 [].   

2.21 []: 

2.21.1 [].   

2.21.2 [].   

2.21.3 []. 

2.21.4 [].  

2.21.5 []. 

2.21.6 [].   

2.21.7 []. 

2.22 []: 

2.22.1 [].   
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2.22.2 []3.   

2.22.3 [].   

2.22.4 []. 

2.23 [].   

Effective divestiture process 

2.24 The parties consider that an initial divestiture period of six months from the date of 
undertakings is appropriate for the parties to achieve effective disposal of the relevant 
cinemas.  The parties will continue to preserve the value of the assets for the duration of 
the divestiture period and are willing to enter into hold-separate undertakings in this 
regard.  The parties consider that it is in their interests to preserve the value of the assets 
during this period in order to realise their full value on transfer and that it is unnecessary 
to appoint a Monitoring Trustee to secure this. 

2.25 As will be clear from the submissions above, Cineworld considers that any divestiture 
remedy in Aberdeen should be in respect of the Belmont Picturehouse only, and in the 
other two areas it should be given discretion to divest its preferred cinema first and 
should not be required to divest a different cinema unless sale of the preferred cinema 
cannot be effected in the initial divestiture period of six months.  [].   

3. Alternative remedy in respect of Bury St Edmunds 

3.1 The parties propose the following alternative remedy to divestiture in Bury St Edmunds.   

3.2 The context of this proposal is the close involvement of St Edmundsbury Borough 
Council (“St Edmundsbury Council”) in the original acquisition of what is now the 
Abbeygate Picturehouse, [], and the desire of St Edmundsbury Council to preserve 
consumer choice in the town and the benefits that the success of the Abbeygate has 
brought to an area that needed an economic boost.   

3.3 [].   

3.4 []: 

3.4.1 [].   

3.4.2 [].   

3.4.3 [].   

3.4.4 []:  

• []. 

                                                      

3 [].   
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• []. 

• [].   

• [].   

3.4.5 [].   

3.4.6 [].   

3.5 [].   

3.6 [].   

4. Relevant customer benefits 

4.1 The parties do not consider that any of the remedies proposals above will have any 
material impact on relevant customer benefits.  

5. Conclusions 

5.1 Should the CC decide that remedies are required in any of Aberdeen, Bury St Edmunds 
and Cambridge, the divestment of one of the parties’ cinemas in each area provides an 
effective response, directly implementing the counterfactual on which the SLC finding 
was based.   

5.2 A divestiture remedy that required only a Cineworld cinema to be divested, and not the 
relevant Picturehouse, would be disproportionate given the very large disparity in size 
between the two cinema types.  In Aberdeen, where the Belmont Picturehouse would be 
loss-making if it were not for its council subsidy, any divestiture remedy should relate only 
to that cinema.   

5.3 An alternative remedy in Bury St Edmunds [] is equally effective to divestiture.   

5.4 The parties would welcome the opportunity to deal with any queries the CC may have, 
either at or in advance of the Remedies Hearing fixed for 5 September. 
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