
 

  

 

Anticipated acquisition by Enviva Holdings LP of 
Green Circle Bio Energy, Inc. 

ME/6487/14 
 
Please note that [] indicates figures or text which have been deleted or 
replaced in ranges at the request of the parties for reasons of commercial 
confidentiality. 

SUMMARY 

1. The parties are Enviva Holdings LP (Enviva) and Green Circle Bio Energy, 
Inc. (Green Circle) (together the Parties). The transaction involves the 
acquisition by Enviva of the entire issued share capital of Green Circle from 
JCE Group Aktiebolag (the Merger). 

2. The Competition and Markets Authority (CMA) considers that the Parties will 
cease to be distinct as a result of the Merger, that the share of supply test is 
met and that accordingly arrangements are in progress or in contemplation 
which, if carried into effect, will result in the creation of a relevant merger 
situation.  

3. The Parties overlap in the supply of utility-grade wood pellets in the UK. The 
term ‘utility-grade wood pellet’ means a wood pellet that is suitable for use by 
industrial customers in power plants. The CMA has therefore assessed the 
impact of the Merger on the supply of utility-grade wood pellets to industrial 
customers in the United Kingdom (UK) for use in power generation. 

4. The Parties’ combined share of supply for the provision of utility-grade wood 
pellets to industrial customers in the UK for use in power generation is [30–
40]%. The CMA found that post-merger a large number of suppliers capable 
of delivering sufficient volumes of utility-grade wood pellets for customers in 
the UK will constrain the merged entity. 

5. Based on the evidence available to it, the CMA considers that the Merger will 
not give rise to a realistic prospect of a substantial lessening of competition 
(SLC) as a result of horizontal unilateral effects in the supply of utility-grade 
wood pellets to industrial customers the UK for use in power generation.   
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Decision 

6. The Merger will therefore not be referred under section 33(1) of the 
Enterprise Act 2002 (the Act). 

ASSESSMENT 

Parties 

7. Enviva is a limited partnership based in Maryland, USA. Enviva manufactures 
woody biomass fuels for use by industrial-scale customers, including power 
generators. It operates five wood pellet production plants in south-eastern 
USA. Enviva also owns and operates a deep-water port terminal at 
Chesapeake, Virginia, USA, from which it ships its products to international 
customers. 

8. Green Circle is a manufacturer of woody biomass fuels. It is based in 
Cottondale, Florida, USA, where it operates a single wood pellet production 
plant. Green Circle produces wood pellets for industrial-scale customers and 
also for residential heating use in Continental Europe (but not in the UK). 
Green Circle is a wholly-owned subsidiary of JCE Group Aktiebolag. The 
turnover of Green Circle in calendar year 2013 was £75,558,188 worldwide 
and £61,283,741 in the UK.  

Transaction 

9. On 20 September 2014, a subsidiary of Enviva, Enviva Development 
Holdings, LLC entered into a stock purchase agreement with the JCE Group 
Aktiebolag. Through this agreement, Enviva Development Holdings, LLC (or 
another subsidiary of Enviva, to be determined at a later date) will acquire the 
entire issued share capital of Green Circle from JCE Group Aktiebolag.  

Jurisdiction 

10. As a result of the Merger, the enterprises of Enviva and Green Circle will 
cease to be distinct.  

11. The Parties overlap in the supply of utility-grade wood pellets to industrial 
customers for use in power generation. The Parties have a combined share of 
supply in the UK of [30–40]% (with an increment of [10–20]%). The CMA 
therefore considers that the share of supply test in section 23 of the 
Enterprise Act 2002 (the Act) is met in this case.  
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12. The CMA issued a notice confirming that it had received a satisfactory 
statutory merger notice on 29 October 2014, and the statutory 40-working-day 
deadline for a decision by the CMA is 24 December 2014.1 

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

Counterfactual 

14. The CMA assesses the merger’s impact relative to the situation that would 
prevail absent the merger (that is, the counterfactual). In practice, the CMA 
generally adopts the prevailing conditions of competition as the counterfactual 
against which to assess the impact of the merger. However, the CMA will 
assess the merger against an alternative counterfactual where, based on the 
evidence available to it, there is a realistic prospect of a different 
counterfactual.2  

15. In this case, there is no evidence supporting a different counterfactual, and 
the Parties have not put forward arguments in this respect. Therefore, the 
CMA considers the prevailing conditions of competition to be the relevant 
counterfactual. 

Background 

16. The Parties produce woody biomass fuels in the form of wood pellets. Wood 
pellets are made from wood that is unsuitable, rejected, or waste from the 
sawmilling and lumber industries. The wood is milled, dried and formed into a 
pellet using a press. These wood pellets are then used as fuel to be burnt in 
converted or ‘co-firing’ coal power plants for the generation of electricity.3 

17. For both operational reasons and reasons connected to eligibility for 
government subsidies, utility-grade wood pellets for industrial use must meet 
specifications set by their large industrial customers, for example, in relation 
to particle distribution, ash content and chemical composition.  

18. The Parties have two customers in the UK: Drax and E.ON. Both Parties 
supply both customers. Of these two customers, Drax is expected to be the 
Parties’ only remaining UK customer following the forthcoming closure of 

                                            

1 Notice of commencement of initial period, 29 October 2014. 
2 See Mergers Assessment Guidelines, paragraph 4.3.5 et seq. 
3 A ‘co-firing’ power generation unit is a unit in which more than one fuel type can be used – such as coal and 
wood pellets. 

https://www.gov.uk/cma-cases/-enviva-holdings-lp-green-circle-bio-energy-inc
https://www.gov.uk/government/publications/merger-assessment-guidelines
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E.ON’s biomass power plant at Ironbridge, Shropshire in 2015. The Parties 
had both previously supplied RWE, which operated a power station at Tilbury, 
Essex. This plant closed in October 2013. In the UK, the use of utility-grade 
wood pellets in place of coal attracts governmental financial incentives for 
power generators. 

19. Wood pellets are also used by domestic customers for heat generation in their 
homes (‘heating pellets’). The Parties submitted that heating pellets produce 
more heat and have a lower ash content than utility-grade pellets.4 The UK 
domestic market is estimated by the Parties to be around 200,000 metric 
tonnes per year compared with approximately 2.2 million metric tonnes per 
year for the UK market for utility-grade wood pellets sold to industrial 
customers. The Parties do not overlap in the supply of heating pellets to 
residential customers; as set out in paragraph 8, only Green Circle supplies 
heating pellets to residential customers and not in the UK. The CMA has 
therefore not considered the supply of heating pellets further in this decision. 

Product frame of reference 

20. The CMA considers that market definition provides a framework for assessing 
the competitive effects of the Merger and involves an element of judgement. 
The boundaries of the market do not determine the outcome of the analysis of 
the competitive effects of the Merger, as it is recognised that there can be 
constraints on merging parties from outside the relevant market, segmentation 
within the relevant market, or other ways in which some constraints are more 
important than others.5  

21. In identifying the relevant product market, the CMA will consider demand-side 
factors (the behaviour of customers and its effects), supply-side factors (the 
capabilities and reactions of suppliers in the short term) and other market 
characteristics.6  

22. The Parties submit that the narrowest product frame of reference for the 
assessment of the Merger is the supply of utility-grade wood pellets to 
industrial customers for use in power generation. The CMA is not aware of 
any evidence suggesting that the market could be narrowed further and, 
therefore, the CMA took this narrow product frame of reference as its starting 

                                            

4 Some wood pellets may meet the required standards to be considered both a utility-grade pellet and a heating 
pellet, as is the case with Green Circle’s pellets. 
5 Merger Assessment Guidelines, paragraph 5.2.2.    
6 ibid, paragraph 5.2.6.   

https://www.gov.uk/government/publications/merger-assessment-guidelines
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point and tested whether it could be widened to include other types of fuels on 
the basis of demand-side and supply-side substitutability factors.  

Demand-side factors 

23. Drax explained that its power generation units were designed (or retrofitted) to 
burn wood pellets and alternative forms of biomass cannot be used to a 
significant degree due to the higher metal content of these alternatives. The 
Parties submitted that there was limited substitutability between wood and 
non-wood biomass pellets, in particular because non-wood biomass pellets 
can cause damage to the generation units.7  

24. In addition, Drax explained that switching away from biofuels to fossil fuels 
would cause it to lose the aforementioned Government subsidies. 

25. On the basis of the evidence obtained from the Parties and Drax, the CMA 
considers that customers of utility-grade wood pellets for use in power 
generation would not switch to other forms of fuel in response to a small but 
significant price increase and accordingly the product frame of reference 
cannot be widened on the basis of demand-side factors.   

Supply-side factors 

26. The CMA did not contact suppliers of other forms of fuel and did not otherwise 
receive any evidence that suppliers of other forms of fuel would switch to 
providing utility-grade pellets in the event of a 5 to 10% increase in price.  

27. The CMA therefore considers that it would not be appropriate to widen the 
frame of reference on the basis of supply-side considerations. 

Conclusion on product frame of reference 

28. For the purposes of its competitive assessment, the CMA considers that the 
appropriate frame of reference is the supply of utility-grade wood pellets to 
industrial customers in the UK for use in power generation. However, it was 
not necessary for the CMA to determine conclusively the precise delineation 
of the product frame of reference, since, even under the narrowest frame of 
reference no competition concerns arise. 

                                            

7 In the case Agroenergi/Neova Pellets (COMP/M.7185 – AGROENERGI/NEOVA PELLETS/JV), the European 
Commission (EC) considered a joint venture between two Swedish wood pellet producers. The EC considered 
that wood pellets were likely to constitute a separate market distinct from other types of wood/biomass. 

http://ec.europa.eu/competition/mergers/cases/decisions/m7185_20140515_20310_3725723_EN.pdf
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Geographic frame of reference  

29. The CMA has considered the scope of the geographic frame of reference. 
The geographic frame of reference may be based on the location of 
customers or suppliers. The Parties submit that the frame of reference for 
wood pellets is global. As evidence of this, the Parties point to compact 
storage and efficient transport costs allowing firms to export wood pellets 
globally, and global sourcing by current UK customers.8 

30. The Parties also submit that the geographic scope of the frame of reference is 
global as even when shipping costs are taken into account, imported wood 
pellets can compete with domestic or European produced wood pellets, due 
to the lower price of wood pellets from areas outside of Europe. 

31. The CMA has gathered evidence on where customers of the parties currently 
source wood pellets from and where they would source wood pellets from in 
the event of a price increase. The market investigation shows that both UK 
customers, Drax and E.ON, procure wood pellets at a global level, with UK 
supply making up a small proportion of this. Since 2011 Drax has procured 
96.5% of its UK wood pellet requirement from outside of the UK. 

32. The CMA notes that Drax has sponsored entry in Canada, and has started 
production in the USA, to diversify its supply base and therefore ensure it is 
protected from any price increases and supply chain disruption.  

33. Further, the three competitors of the Parties which responded to the CMA’s 
questionnaire stated that the geographic scope of the market is wider than 
national as they currently supply from the USA and Canada to Europe, and 
could expand supply should demand exist. For example, three competitors 
told us that they supplied utility-grade pellets to UK power generators. 
Whether they supply to other areas is not known. 

Conclusion on geographic frame of reference 

34. The evidence gathered indicates that customers source utility-grade wood 
pellets on an international basis and that suppliers also ship wood pellets 
internationally. However, on a cautious basis, the CMA has assessed the 
competitive effects of the Merger based on the supply of utility-grade wood 
pellets to industrial customers in the UK for use in power generation, while 
taking into account any further competitive constraints imposed by suppliers 
that do not currently supply UK customers. The CMA has not found it 
necessary to conclude on the scope of the geographic frame of reference as it 

                                            

8 In Agroenergi/Neova Pellets, the EC found that market was at least national, if not wider.  

http://ec.europa.eu/competition/mergers/cases/decisions/m7185_20140515_20310_3725723_EN.pdf
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does not find a realistic prospect of a SLC even on the narrowest frame of 
reference. 

Conclusion on the frame of reference 

35. On a cautious basis, the CMA has analysed the Merger on the narrowest 
plausible frame of reference being the supply of utility-grade wood pellets to 
industrial customers into the UK for use in power generation. For the 
purposes of its competitive assessment, the CMA has considered the 
competitive constraint posed by international suppliers. The CMA has not 
found it necessary to conclude on the scope of the frame of reference as it 
does not find a realistic prospect of a SLC even on the narrowest frame of 
reference. 

COMPETITIVE ASSESSMENT 

Horizontal unilateral effects 

36. Horizontal unilateral effects can arise where a firm merges with a competitor 
that previously provided a competitive constraint, and are more likely where 
the merger firms’ products compete closely.9 

37. As the Parties compete in the supply of utility-grade wood pellets, we consider 
whether the Merger, through the removal of pre-merger rivalry, may allow the 
merged firm to profitably raise prices or worsen other non-price elements of 
their offerings. 

Framework for assessing unilateral effects 

38. Customers have told the CMA that, although utility-grade wood pellets may 
differ in some respects, all current suppliers can meet industry standards and 
products are therefore considered undifferentiated. Customers also did not 
identify significant non-product characteristic forms of differentiation, for 
example, differentiation on service quality.  

39. When considering the loss of existing competition caused by the merger of 
two firms offering undifferentiated products the CMA’s general approach is to 
consider market shares and concentration.10 In markets involving 
undifferentiated products, unilateral effects are more likely where the merging 
parties’ market shares are high.   

                                            

9 Merger Assessment Guidelines, paragraphs 5.4.2 and 5.4.6. 
10 Merger Assessment Guidelines, paragraph 5.4.4. 

https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
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40. The CMA has therefore analysed the effect of the Merger on competition 
based on market shares, capacity, and other factors which may affect 
competition in the provision of utility-grade wood pellets to industrial 
customers in the UK for use in power generation.  

Market shares  

41. [] 

TABLE 1   UK market shares, by volume of utility grade wood pellet, 201311 

[] 

42. Previous CMA decisions in markets where products are undifferentiated 
suggest that combined market shares of less than 40% will not often give the 
CMA cause for concern over unilateral effects.12 The combined market share 
of Enviva and Green Circle’s supply to the UK is [30–40]%13. The CMA also 
notes that Drax’s suppliers have become more diverse in the past four 
years.14,15 

43. The CMA has also considered the wider international market of utility-grade 
wood pellets including those suppliers that do not currently serve UK 
customers. There are a larger number of suppliers and a less concentrated 
market compared to those currently supplying the UK market. See TABLE 2, 
below. Enviva and Green Circle have a combined market share of 21% on an 
international basis. 

                                            

11 [] 
12 Merger Assessment Guidelines, paragraph 5.3.5. 
13 [] 
14 [] 
15 [] 

https://www.gov.uk/government/publications/merger-assessment-guidelines
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TABLE 2   International market shares in utility-grade wood pellets, Q2, 2014 

Supplier Capacity ('000), tonnes Market share 

Enviva 1,565  15% 

Pinnacle 1,230  12% 

Baltic 1,200  12% 

Other world 900  9% 

Georgia Biomass 750  7% 

Green Circle 650  6% 

Fram 615  6% 

German Pellets 500  5% 

Other EU producers 500  5% 

Portugal 400  4% 

Vyborgskya 400  4% 

Pacific 350  3% 

Westervelt 280  3% 

Other Canadian producers 250  2% 

Other German producers 200  2% 

Enova 136  1% 

Trae 115  1% 

Low Country 100  1% 

Lee 100  1% 

Total 10,241   

Source:  Hawkins Wright research. 

Alternative suppliers and other market characteristics 

44. Based on the evidence gathered, the CMA has considered whether sufficient 
competitors remain in the market post-merger to constrain the merged entity. 
The CMA notes that customers of the Parties in the UK have a diverse range 
of suppliers and there are a number of other suppliers already shipping utility-
grade wood pellets for these customers.  

45. The CMA has also considered third party comments relating to the constraints 
on the Parties in the short term. Drax did not raise any concerns in relation to 
its existing contracts. Neither Drax nor E.ON raised concerns about price 
increases occurring as a result of the Merger.16 

46. The Parties’ customers have existing [] supply arrangements with their 
suppliers. Drax has [] supply agreements with the Parties, notably its 
agreements with Enviva lasting until [] and [], and with Green Circle until 
[] and []. The Parties and Drax described the market for utility-grade 
wood pellets as ‘nascent’ and said that it is standard practice for supply 

                                            

16 E.ON did however raise concerns about the costs of varying contracted volumes, see paragraph 62. 
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agreements to be arranged before a supplier has commenced production, as 
insufficient capacity exists for growing demand. This is known as an ‘off-take 
agreement’ and allows the supplier to obtain financing to build the production 
facilities required to meet the off-take agreement. Prices tend to be negotiated 
based on the costs of building or expanding production capacity when 
arranged as part of an off-take agreement. 

47. The Parties’ UK customers have each established a broad portfolio of 
suppliers. Drax told us that its approach reflected the need to balance the 
benefits of a diverse supply (eg hedging currency and supply chain risk) and a 
preference for fewer, larger suppliers (to benefit from economies of scale in 
distribution, particularly in delivery at port). Drax is supplied by over 40 
suppliers, citing the high risk of losing a source of supply in an illiquid market, 
whilst E.ON has eight suppliers. 

48. Drax has a range of contracts with the Parties ranging from five to ten years. 
[]. See TABLE 3, below.  

49. Based on Drax’s current requirements of 1.6 million tonnes in 2013 and 3.2 
million tonnes in 2014 these contracts, guaranteeing supply of up to 2.1 
million tonnes annually, ensure that a large proportion of UK customers’ 
demand is currently met for the term of these contracts. []. 

50. E.ON also holds contracts with both Parties. These contracts will expire after 
E.ON exits the market at the end of 2015. 

TABLE 3   Drax’s existing contracts 

[] 

51. The CMA has also considered the ‘mix’ of competitors that will remain in the 
market place as Drax stated that it was important that it had a choice of 
‘larger’ suppliers (those delivering in quantities of 45,000 metric tonnes) as it 
benefitted from economies of scale in distribution. The CMA considers that 
several such competitors (including Fram, Viridis and Rentech) will remain in 
the market.  

52. Therefore, the CMA considers that [] several existing competitors will 
provide sufficient constraints on the merged entity. 

Conclusion on horizontal unilateral effects  

53. The CMA considers that there is no realistic prospect of a SLC arising from 
horizontal unilateral effects given that there are several existing suppliers 
which are capable of delivering sufficient volumes of utility-grade wood pellets 
to industrial customers in the UK for use in power generation. In reaching this 
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conclusion, the CMA has also taken into account that [existing] contracts are 
likely to provide protection for the remaining customer of the Parties in the UK 
in the short term, and this customer has not raised any concerns about the 
Merger. It also notes that the Parties’ combined market shares are not at 
levels that would typically give rise to concerns 

Countervailing buyer power 

54. In some circumstances, an individual customer may be able to use its 
negotiating strength to limit the ability of a merged firm to raise prices. The 
CMA refers to this as countervailing buyer power.17  

55. The CMA has considered buyer power in relation to the Parties’ reliance on 
their customers. In 2013, the Parties supplied []% of their combined output 
to both Drax and E.ON. The Parties’ reliance on Drax appears to be 
increasing, with []% of their combined output being supplied to Drax in 2014 
to date.18 It is unclear, however, to what extent this may give Drax buyer 
power, although the CMA notes that Drax is the largest customer of the 
Parties. 

56. Drax is not concerned about its ability to negotiate with the Parties post-
merger, telling the CMA that it has a good understanding of its suppliers’ costs 
due to its investment in pellet production which allows it to gain technical 
insights into the manufacturing process. 

57. The CMA has not found it necessary to conclude on whether sufficient buyer 
power exists to constrain the Parties, as the transaction does not give rise to 
competition concerns in any case. 

Barriers to entry and expansion 

58. Entry, or expansion of existing firms, can mitigate the initial effect of the 
acquisition on competition, and in some cases may mean that there is no 
SLC. In assessing whether entry or expansion might prevent a SLC, the CMA 
considers whether such entry or expansion would be timely, likely and 
sufficient. In terms of timeliness, the CMA's guidelines indicates that the CMA 
will look for entry to occur within two years.19  

59. Third party competitors stated that there are no significant barriers to 
expansion, they were easily able to increase output, and would do so if the 

                                            

17 Merger Assessment Guidelines, paragraph 5.9.1. 
18 []. The calculation estimates that 2013 capacity was equivalent to 2014 capacity. 
19 Merger Assessment Guidelines, para. 5.8.1 ff.  

https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
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demand existed. Evidence from suppliers and market reports suggests that 
suppliers could expand substantially. Table 4 below, shows capacity is 
expected to double over the next two to four years. 

TABLE 4   Estimated international current and planned capacity, utility-grade wood pellets  

   ‘000 tonnes 

Current capacity (2014) Capacity under 
construction/finance approved 

Capacity in financing and 
contracting stage 

Total capacity 

10,241 3,515 6,584 20,340 

Source:  Hawkins Wright research. 

60. Drax stated that it had a number of existing suppliers which were looking to 
expand capacity and was aware of new entrants looking to develop capacity. 
Drax has also stated that it can sponsor entry through providing off-take 
agreements with potential entrants which can use this supply agreement to 
raise finance. In addition, E.ON also stated that it has a range of suppliers 
from whom it could source additional requirements. Drax has itself invested in 
two pellet mills in Mississippi and Louisiana that will have a total annual 
production capacity of approximately 900,000 tonnes. 

61. The CMA has not found it necessary to conclude on whether barriers to entry 
are sufficiently low for timely, likely and sufficient entry to occur, as the Merger 
does not give rise to competition concerns. 

Third party views 

62. E.ON observed that the Merger would lead to more concentration, however, it 
stated that the Merger may lead to the creation of a more reliable and 
creditworthy counterparty. E.ON raised concerns that it may need to adjust its 
volumes purchased from the Parties in its final year of trading depending on 
its supply/demand position and suggested the Merger may leave it in a 
weaker position to negotiate changes in the volumes it purchases. However, 
E.ON stated that it may be able to vary volumes with other suppliers and the 
CMA notes that E.ON has done so in the past.  

63. The CMA contacted ten of the Parties’ competitors in the supply of utility-
grade wood pellets. Five responded. One raised concerns stating that the 
merger of ‘very large parties’ caused ‘some consternation’ for mid-sized 
players.  

64. A number of power generators are expected to start generating energy 
through the burning of wood pellets. The CMA contacted five potential 
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customers in the supply of utility-grade wood pellets. One responded and did 
not raise any concerns. 

Conclusion 

65. The CMA has analysed the effect of the Merger on the supply of utility-grade 
wood pellets to industrial customers in the UK for use in power generation. On 
the basis of the evidence gathered, and for the reasons set out above, the 
CMA has concluded that there is not a realistic prospect that the Merger will 
lead to an SLC in the supply of utility-grade wood pellets to industrial 
customers in the UK for use in power generation. 

Decision 

66. Consequently, the CMA does not believe that it is or may be the case that the 
Merger may be expected to result in a SLC within a market or markets in the 
UK. 

67. The Merger will therefore not be referred under section 33(1) of the Act. 

Nelson Jung  
Director, Mergers Group 
Competition and Markets Authority 
22 December 2014 


