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MERGER PROCEDURE -
Article 6(1)b decision

Regi stered wit h advi ce of delivery
To : Notifying parties

Subj ect : Case No. |IV/M 141 - UAP/ TRANSATLANTI C/ SUN LI FE

Your notification of 07.10.91 pursuant to Article 4 of
Counci | Regul ati on 4064/ 89

1. The above-nentioned operation concerns the conbination of
shar ehol di ngs hel d by Société Central e Uni on des Assurances
de Paris (" UAP") and Transat | antic Hol di ng Pl c
("Transatlantic") in Sun Life Plc ("Sun Life").

2. After exam nation of the notification, the Conm ssion has
concluded that the notified operation falls within the scope
of application of Council Regul ati on No. 4064/89 and does not
rai se serious doubts as to its conpatibility with the conmon
mar ket .

THE PARTI ES

3. UAP is a mmjor conposite French insurance group, engaged
principally inlife and non-life insurance and re-insurance.
It is also engaged in banking, in particular through its
whol | y owned subsi di ary, Banque Worns.

4. Transatlantic is a UK hol ding conmpany engaged in strategic
investnments in the insurance, real estate and financial
service sectors. It is controlled by the Liberty Life G oup
which is a South African based insurance and investnent
financi al services group

5. Sun Life is the U K. holding conpany of the Sun Life G oup of

conpani es whose principal activity is the undertaking of
| ong-term insurance business, nanely life insurance.
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THE AGREEMENT

6.

Agreenents made on 20 Septenber 1991 provide for the three
main follow ng transacti ons:

a) UAP and Transatlantic will each transfer their existing
27.7% shareholding stakes in Sun Life to Rockleigh
Corporation Plc ("Rockleigh"), a new hol ding conmpany. In
return, and to ensure that Rockleigh wll be jointly
controlled, UAP and Transatlantic will be allotted an
equal nunber of voting right shares in Rockleigh ("A"
shares to UAP and "B" shares to Transatl antic).

b) Rockleigh has acquired froma third party (Sun Alliance
G oup Plc) shares representing 4.5% of the equity of Sun
Life. To finance this acquisition, UAP and Transatlantic
wi || both subscribe for new shares in Rockleigh (either A
or B)

c) As a separate but |inked transaction, UAP will acquire a
16. 8% ef fective shareholding in Transatlantic which will,
however, continue to be controlled by Liberty Life.

JO NT CONTROL

7.

10.

Rockl eigh is a holding conmpany forned with the purpose of
owning and managing the joint investnment of both parent
conpani es. Each of the parent conpanies will have the sane
nunber of shares with voting rights and will appoint the sane
nunber of directors to the board; thus all decisions wll
require the consent of both parent conpani es.

Rockl eigh is, therefore, the vehicle through which UAP and
Transatlantic will jointly control Sun Life. 1t will allow
them to develop a common policy towards Sun Life. It

i ntroduces a conplete departure fromthe previous situation
in which UAP and Transatl antic, although each hol ding 27. 7%
of the equity of Sun Life, had no intention of exercising
joint control, nor did they organi se any mechani sm desi gned
to achieve this end. Transatlantic bought itself into Sun
Lifeinthe early 1980s. Its stake was considered as hostile
by the Sun Life board at that time. The acquisition of a
shareholding in Sun Life by UAP can be seen as a direct

result of the rejection of a proposed share swap w th UAP,

which Transatlantic and other shareholders successfully
opposed.

Rockl eigh will own a majority stake in Sun Life. At the date
of the agreenent, it anounts 59.9% representing the
exi sting 27.7%stake in Sun Life held by each parent conpany
and transferred to Rockleigh, plus 4.5% acquired from Sun

Al l i ance. Furthernmore, according to the agreenent,
Transatl antic and UAP shall each appoint three directors of
Sun Life out of a total of 14 nenbers and they wll be

entitled to appoint Sun Life's chairnman, who is responsible
for the operational managenent of the conpany.

It follows that, through Rockleigh, Sun Life will be jointly
controlled by UAP and Transatlantic and will be a joint
venture within the nmeaning of Article 3 of the Merger
Regul at i on.



CONCENTRATI VE JO NT VENTURE

11.

12.

13.

14.

15.

Sun Life will continue to be a full-function autononous
econom c entity. It will continue to act independently on
the insurance markets, where it is already active.

A geographical overlap between the activities of both
parents (Transatlantic and UAP) as well as Sun Life, could
theoretically occur. Nevertheless, on the basis of several
factual elenents it is reasonable to assune that there
will not be coordination of conpetitive behaviour between
t he three undert aki ngs.

As far as re-insurance i s concerned, business is carried out

at a worldw de |evel. An overlap may therefore occur
since the three undertakings, |ike alnost every insurance
conpany, are present on this market. Nevert hel ess, the

| evel of activities of Sun Life and of Liberty Life are
negl i gi bl e. Sun Life represents 0.007% and Liberty Life
about 0.016% of the worldw de nmarket (1990 re-insurance
prem umincone was about 5.5 MECU and 13 MECU respecti vel y).
The activities of Liberty Life were conducted al nost
exclusively in South Africa. UAP has a slightly |arger
mar ket share, but thisis still only 2.4.%of the worl dw de
mar ket .

As far as the life insurance sector is concerned, at present
t he rel evant geographical markets in this sector seemto be
nati onal (see paragraph 21). Until now, the geographica
scope of activity of the undertakings concerned is the
f ol | owi ng:

- Sun Lifeis only active in the UK, where its market share
is 3%

- Transatlantic as well as the Liberty Life G oup have no
activity in the insurance sector in the Comunity;

- UAP is not active in the UK at all in the life sector,
and only on a very limted scale in the non-life sector.

Despite this present pattern of activities, taking into
account that the markets concerned m ght becone nore open to
intra-Comunity conpetition in the foreseeable future, the
possi bl e entrance of each undertaking concerned into the
mar ket s on which the others are active has to be consi dered:

Li berty Life (parent conpany of Transatlantic) is active in
the Iife insurance sector in South Africa, which is a market
wi dely separated fromthat of the Community. Transatlantic

is a holding conmpany for all VLiberty Life investnent
activities outside South Africa. Sun Life represents its
sole investnent inside the Community. In view of these

factual elenents, Transatlantic cannot be considered as a
potential entrant to Comunity markets.

UAP is developing a strategy to becone a strong player at
Community level. |t has undertaken a nunber of acqui sitions
of insurance conpanies in Menber States other than France.
In particular the joint control taken of Sun Life is to be
seen in this context. These acquisitions underline the



16.

17.

18.
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difficulties encountered by any insurance conpany when
entering a market on their own. Structural barriers to
entry are high; in particular the setting up of conplete
di stribution channels in the U K could take a long tine and
woul d be costly. Therefore it does not seemreasonable to
expect the entry of UAP on the British market other than by
virtue ot its investnent in Sun Life.

Sun Life woul d encounter the sane difficulties in attenpting
to enter Cormunity markets outside the U K. Therefore the
same conclusion applies to it.

In view of the agreenent bet ween t he two parent
conpanies, the risk of a coordination of the conpetitive
behavi our between UAP and Sun Life is also excluded in
consideration of therole UAPis in a positionto play in
the operational managenent of Sun Life.

Al t hough, through Rockl ei gh, UAP and Transatlantic will have
%0|nt control over Sun Life, each of them may initiate

urther purchases of shares in Sun Life. The shares thus
purchased will be represented by the issue of_RockIelgh_"C'
shares which wll give no voting rights in Rockleigh.
Nevert hel ess, the holder of the greater nunber of "C' shares
(and in the case of an equality of "C' sharehol di ngs, UAP)
will be entitled to determne the appointnent of the
chai rman of Sun life.

UAP' s declared intention is to make use of its possibilities
to purchase "C' shares. It is therefore reasonable to
expect that UAP wi || designate the chai rman of Sun Life and,
t]begeforl__e],c play a leading role in the operati onal managenent
of Sun Life.

This expected role of UAP in the operational managenent of
Sun Life is corroborated by UAP s acquisition of a 16.8%
effective shareholding in Transatlantic. According to the
parties, the reason for such a participationis precisely to
give a guarantee to Transatlantic that the operational

managenent of Sun Life by UAP will be conducted in a way
which will not be to the detrinent of Transatlantic's own
i nterests.

For the above reasons, the joint venture is considered to be
of a concentrative nature.

COVMUNI TY DI MENSI ON

19.

For the 1990 financial Iglear, the conbined aggregate
wor | dwi de turnover of UAP, Transatlantic and Sun Life,
&taklng into account Article 5 paragraph 3(b) of the
Regul ati on concerning the calculation of turnover for
i nsur ance undertaklngsa, exceeded 5,000 MECU (UAP : 14,072
MECU, Transatlantic /Liberty Life : 3,500 MECU Sun Life
1,465 MECU)

The Community-wi de turnover for UAP and Sun Life exceeded
250 MECU. Each of the Sun Life and Transatlantic had nore
than two-thirds of Community-wide turnover in the UK  UAP
does not have two-thirds of its aggregate Community-w de
turnover within the UK~ Therefore the operation has a
Community dinension within the nmeaning of Article 1(2) of
t he Merger Regul ati on.
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COVMPATI BI LI TY WTH THE COVMON NMARKET

20.

b)

21.

Product markets

The only product nmarket overlap between the parties

concerned is in the fields of life insurance and re-
i nsur ance. It is suggested that there exist as nmany
product markets as there are insurances for different kinds
of risk. Thus [Ilife-insurance, each type of non-life
insurance (fire,  accident etc.) and re-insurance,
constitute di stinct product markets, si nce their

characteristics, premiuns and purposes are quite distinct
fromthe consunmer's view point:

Li fe insurance

This is essentially long-term in that usually it involves
paynment of regular prem uns over a period of years; in nost
cases a policy is witteninthe certainty that a claimw ||

subsequent | be made (on death or other maturity), and
often involves a substantial investnment elenent. By
contrast, non-life insurance is primarily short-term

policies being witten on an annual basis agai nst paynent
of a single premum to cover risk which nmay or may not
materialize. The main non-life categories are autonobile,
fire, general liability, and accidents.

Re-i nsur ance

Re-insurance involves the acceptance by the re-insurer of
part of the risk insured by another insurer; the re-
Insurer agrees to reinburse the prinmary insurer against
part of any sums paid out under a policy to the insured
party. Re-insurance thus constitutes a mechanism for the
spreadi ng of risk between insurers.

Geogr aphi ¢ nmarkets

a) Life insurance

There is no present overlap in terns of geographic market as
far life insurance is concerned.

Wiile it is possible, as nmentioned above, that the markets
concerned nmmy beconme nore open to intra-Comunit

conpetition in the foreseeable tuture, for a nunber o

reasons, the geographic markets for |ife-insurance seem at
present to be the national markets of each Menmber State:

- Distribution channels vary between Menber States. For
exanple the main distribution channel in the UK is via
br oker s (449% whereas in France it is via banks (32%; in
t he UK onl %is channel |l ed t hrough banks, and in France
only 26% t hrough brokers.

- Consuner attitudes to |life insurance vary between Menber
St ates. For exanple in the UK life insurance is
regularly utilised to supplenent pension arrangenents and
in conjunction wth nortgages, whereas this is not the
case in France, and this is reflected in the fact that
life premuns, inthe UK as expressed as a percentage of
GDP, are nore than double whose in France (6.53% as
agal nst 3.2%.
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- Public supervision and regulation of markets differ.
Freedomt o establ i sh and provi de cross-border services has
only been established in the non-life sector with regard
to large risks, and that only since Novenber, 1990.

The fact that for the reasons cited, life insurance
mar ket s at the nonent retain many nati onal characteristics
means not only that it is difficult to supply services
transnational I'y, but equally that organic growth through
the establishnent of |ocal branches or subsidiaries 1Is
likely to be slow, particularly given the need to
establish a reputation and to develop a portfolio of
products tailored to the requirements of the |[ocal
mar ket pl ace, and to develop an Infrastructure for retai
di stri bution.

b) Re-i nsurance

Since no policies are sold to the public, re-insurance being
traded between i ndustry speci alists, re?ulatory control s by
national authorities tend to be nuch ess extensive, and
business is carried out at a worl dw de |evel.

Assessnent

22.

23.

24.

In view of the above, there is no _overIaP_ bet ween the
activities of the conpanies concerned in the life insurance
sector since Sun Life is active only in the UK a market in
which UAP is not present; Transatlantic as well as the
Li berty Life G oup has no act|V|p¥ at all in the insurance
sector in the Conmmunity. In the field of re-insurance the
arties' shares of the worldw de market are mniml (a

raction of one per cent for each of Sun Life and the parent
conpany of Transatlantic (Liberty Life Goup) and about
2.4%for UAP). Therefore concerns about horizontal overl ap
do not arise; and even if UAP's re-insurance business were
used to diversify risk and enable further direct insurance
to be witten, the nmarket shares involved are so small as
to preclude concern about "vertical" |inks.

Furthernore, the strengthening of Sun Life by virtue of the
| arge resources of UAP and Transatl antic gives no cause for
concern in view of the | ow market shares of Sun Life, and
the presence of ot her strong conpetitors such as
Prudenti al Corporation, Conmrer ci al Union, and so on.

For the above reasons the Conm ssion has decided not t
oppose the notified concentration and to declare i
conpatible wth the common nmarket. This decision is adopte
4862P§é|cat|on of Article 6(1)b of Council Regul ation No.
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For the Conmi ssion,
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