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COMMISSION Brussel s 27.4.92

OF THE EUROPEAN
COMMUNITIES

€

PUBLI C VERSI ON

MERGER REGULATI ON
ARTI CLE 6(1) (a) DECI SI ON

Reqgi stered with advice of
delivery

To the notifying parties

Dear Sirs,

Re: Case No. |V/M07 - EUREKO
Your notification pursuant to Article 4 of Counci
Regul ati on No. 4064/89 (Merger Regul ation)

1. On 20 March 1992, the undertaki ngs Cobperati e Avéro/ Centraal
Beheer Goep U A (AVCB), Friends' Provident Life Ofice,
Topdanmark A/'S and WASA | nsurance G oup (WASA Sakf 6rsakring and
WASA Livforsakring) notified their agreenment to set up a joint
venture, EUREKOB.V., to which they will transfer their non-life
and l|ife insurance business outside their respective hone
countries.

2. After full exam nation of the notification, the Comm ssion
has come to the conclusion that the notified operation does not
fall within the scope of the Merger Regul ation

I . THE PARTI ES AND THE AGREENENT

3. The four parties are insurance conpani es or groups engaged
in direct non-life and |ife insurance, except for Friends'

Provident whichis only active inthe life insurance sector. Each
operates primarily in its own country: AVCB in The Net herl ands,

Friends' Provident in the UK, Topdanmark in Denmark and WASA
| nsurance Group in Sweden.

4. The agreenent, signed on 18 March, wll create a hol ding
conpany, EUREKO B.V., to which they will contribute all their
direct life and non-life insurance operations outside their own
countries. This involves the transfer of a nunber of subsidiaries
or mnority shareholdings in the follow ng countries: Portugal,
Belgium Italy, Spain, Luxenbourg, United States, Canada,
Australia and Barbados.
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1. COVMIN TY DI MENSI ON

5. The proposed operation has a Conmunity di mensi on. Cal cul ated
in accordance with Article 5(3) of the Merger Regulation, the
aggregat e wor | dwi de turnover of the undertaki ngs concerned i n 1991
amounted to [...]" mllion ECU for AVCB, [...]  mllion ECU for
Friends' Provident, [...]" mllion ECU for Topdannmark and [...]"
mllion ECUfor WASA | nsurance G oup. AVCB, Friends' Provident and
Topdanmar k achi eved an aggregate Comunity-w de turnover of nore
than 250 million ECU, of which they did not achi eve nore than two-
thirds in one and the sanme Menber State.

11, JO NT VENTURE

Joi nt _control

6. In principle, each of the parent conpanies will hold a 25%
share in EUREKO. This is the situation at present follow ng
signature of the Formation Agreement and the Sharehol ders
Agreenent. However, the precise sharehol dings of the parties may
fluctuate over tinme, depending on a nunber of factors, including
the relative value of the international business that each of the
parties will transfer to EUREKO However, with the ai mof ensuring
t hat each sharehol der has approxi mately equal voting and econom c
rights in EUREKO, the parties have agreed that none of themwl|
hold nore than 30% of the voting rights and that a sharehol der
with I ess than 20%in EUREKOw || have the possibility to increase
its stake with cash or shares up to 25%

7. The initial shareholders in EUREKO are AVCB, Friends

Provident, Topdanmark and WASA |nsurance Goup, but further
sharehol ders wi Il be sought, on the basis of one new partici pant
per geographic area. |If new sharehol ders join, the sharehol ding
structure will be adapted in such a way that they will acquire an
equi val ent stake to that of the parties and the sanme degree of
i nfluence in EUREKO s managenent as the parties have at present.

8. EUREKO will hold a stake of at least 10% in each of its
parent conpanies' share capital and wll also nomnate two
representatives to the supervisory board to each of them The
shar ehol di ng taken by EUREKO i n Topdanmark may be of the order of
30%but EUREKO Wi | | neverthel ess not be entitled to have nore than
two directors in TopdanmarKk.

9. EUREKO wi I | be set up with a Managenent Board, whose nenbers
wi || be appointed by sinple mgjority in the general sharehol ders
nmeeting. Its activity will be subject to the control of the
Supervi sory Board, to which each of the parent conpanies is
entitled to nom nate two directors.

10. The Supervisory Board is entitled to approve a nunber of
deci sions of the Managenent Board by sinple majority or a super
majority (nmore than two-thirds of the votes). In any case the
parent conpanies will not have a veto right in respect of these
decisions. Thus, in all areas of commercial inportance, decisions
can be taken by sinple majority or even super mgjority allow ng

The figures have been deleted as they constitute business
secrets. The turnover of all the parties together exceeded
5,000 mllion Ecu.
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changi ng alliances in the decision-nmaking process. The only issue
whi ch requires a unani nous vote at a general sharehol ders' neeti ng
is the amendnent of the list of core businesses of EUREKO.

11. The above elenents indicate that there nmay not be enough
grounds to consider that EUREKO is jointly controlled. Contro
woul d becone even nore diluted in the event that new sharehol ders
j oi ned EUREKO.

12. However, it is not necessary to definitively decide on this
poi nt since, as it is explained below, the operation | eads to the
coordi nation of the conpetitive behaviour of the parties and is
therefore not a concentration in the sense of Article 3 of the
Regul at i on.

Full function joint venture

13. EUREKO has been set up on an indefinite basis. The assets
that will be transferred to it - together with the human and
mat erial resources - will inprinciple enable it to devel op direct
non-life and |ife insurance business in a nunber of countries. It
could therefore be regarded as a joint venture performng on a
| asting basis all the functions of an aut ononobus econom c entity.

Co-ordination of conpetitive behavi our

14. EUREKO and its parent conpanies will be active in the sane
product markets with the exception that Friends' Provident is not
present in the non-life insurance market and the parent conpanies
will not be active in the travel insurance market, which will be
entirely transferred to EUREKO. Wth regard to re-insurance, the
parties' activities are marginal.

15. As far as the geographic area of activities is concerned,

there is only a slight overlap as it was agreed that, in
principle, the parent conpanies would retain their donmestic
business while their other 'international' business would be
transferred to EUREKO. The only overlap therefore will be in

geographi c areas where the parent conpanies are not active in a
gi ven product market in their own countries. Thus EUREKO wi | | be
active in the life and travel insurance markets in the UK as
Friends' Provident is only active in the non-life business™.

16. However, the followi ng reasons lead to the conclusion that
the operation will give rise to co-ordination of the conpetitive
behavi our of the parties:

a) According to the objectives of the joint venture described in
t he sharehol ders' agreenent and in the briefing paper for the
Commi ssi on, EUREKO nust be considered, to a great extent, as
a vehicle for the co-ordination of the parent conpanies:

- "The EUREKO joint venture is an alliance between
conpani es that wish to conbine their resources in order
to provide inproved services in insurance ...

Material error. It should read: Thus EUREKOWw || be active in
the non-life and travel insurance markets in the UK as
Friends' Provident is only active in the |ife business.
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- The long termaimof the alliance is for the sharehol ders
to achieve i ncreasingly cl ose co- operation and
i nt erdependence, thereby joining the sharehol ders as one
econom ¢ and organi sational group.

- The conpany will be a vehicle for the exchange of know
how and experience within the core business of the
alliance ...

T

EUREKO s function as an instrument for co-ordinating the
parent conpanies in relation to its own business is further
enphasi sed when it is taken into account that the aimof the
initial shareholders is to seek further shareholders on the
basis of one participant per local market. It could be the
case that after some time EUREKO itself wll not conduct
business in the various Menber States but will sinply co-
ordinate its shareholders' activities on their donestic
markets. This could lead to a conplete division of the
mar ket s.

Even assumi ng that the insurance markets (with the exception
of the re-insurance market which is considered to be
wor | dwi de) currently can be considered to be national, the
operation as notified gives rise to co-ordination of the
conpetitive behaviour for the foll ow ng reasons:

- The parties wll be operating in neighbouring
geogr aphi cal markets and wll, t her ef ore, remai n
potential conpetitors. This is in particular true for
industrial clients and large risk which do not depend
necessarily on national insurance conpanies.

- The currently assuned existence of national markets wl|
not be maintained: a gradual process of opening of
national markets is taking place which will be aided by
the Community harnonisation efforts in the field of
insurance. This seens also to be confirned by the
parties: "with increased liberalisation of the insurance
industry within the EC and al so within the w der European
econom c area, the insurance sector wthin Europe is
facing rapid change as national barriers dimnish".
Because of this opening up of the markets, the parties
will becone at |east potential conpetitors in the near
future.

- The possibility for potential conpetition is further
strengthened by the fact that EUREKO will be active in
the geographic areas of its parent conpanies in the
travel insurance business and in the UK in non-life
i nsurance. Having its own distribution network wl]l
facilitate enlargenent of the product range. This seens
to be true in particular for the UK where EUREKO wil |
take over the non-life business of Topdanmark.

-  The lack of joint control in EUREKO which limts the
i nfluence of each parent in the joint venture's future

" Deletion - business secrets
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busi ness, the potential for conpetitive overlapping with
regard to industrial clients and large risks and the
opening of their respective donestic markets are
reflected in a non-conpetition clause wth many
exceptions. The principal exception is that EUREKO w ||
be able to enter the honme nmarket of one of its parent
conpanies with its consent, and the same applies to the
parent conpanies trying to enter each other's market or
EUREKO s area of activities, the only requirenent being
the consent of the affected party. This shows that the
operation will only result in a partial w thdrawal of the
par ent conpani es.

V. CONCLUSI ON

17. For the above reasons, and in particular in view of the fact
that there is a risk of co-ordination which is likely to lead to
a division of markets, the Conm ssion has concluded that the
notified operation does not constitute a concentration within the
meani ng of Article 3 of the Merger Regul ation and consequently
does not fall within the scope of application of that Regul ati on.
This decision is adopted in application of Article 6(1)(a) of the
Mer ger Regul ati on.

18. Following the request of the parties, the Conm ssion has
decided to examne the conpatibility of the operation under
Article 85 of the EEC Treaty and wll therefore treat the
notification pursuant to Article 5 of Conm ssion Regul ati on No.
2367/90 as an application wthin the nmeaning of Article 2 or a
notification wthin the neaning of Article 4 of Regul ation No. 17.

For the Commi ssi on
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