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COMMISSION/DS/0013

Decision of the Commissioners of the Competition Commission.

COMMISSION/DS/013- Investigation on _the proposed merger of the insurance
businesses of Swan Group and Rogers Group

Commissioners present :

Mr. Rajiv Servansingh — (Acting Chairperson) — Chairperson
Mr. Rodney Rama — Commissioner
Mrs. Selvam Poonoosamy — Commissioner

(Note: As per section 16(3) of the Competition Act 2007, ‘At any meeting of the
Commission, 3 Commissioners shall constitute a quorum’)

On the 23" February 2012, the Commission held a meeting where the Commissioners have
taken cognizance of the following:

Facts of the Case

The Competition Commission of Mauritius (CCM) started a detailed assessment, in form of a
merger review, into the proposed merger of both the general and long term insurance
businesses of Swan group and Rogers group on 16™ November 2011, under sections 48 and 51
of the Competition Act 2007 (the Act).

This detailed assessment follows an application for guidance made on 24™ October 2011 to the
CCM by Swan Insurance Company Limited (Swan) and CIM Insurance Ltd (CIL) on the
combination of their respective general insurance businesses in Mauritius. On 21% November
2011, The Anglo Mauritius Assurance Society Limited (AMAS) and CIM Life Ltd (CLL) made an
application to the CCM on the proposed combination of their respective long term insurance
businesses as well.

Following initial information gathering and assessment, the CCM produced a Statement of
Issues (SOI) on the 23™ December 2011, which set out the main concerns of the CCM at that
stage. The parties to the proposed merger were given the opportunity to comment on the SOI
and they forwarded their comments to the CCM on the 16" January 2012 in relation to both the
general insurance and long term insurance businesses.

On the 3™ February 2012 the CCM received one undertaking from Swan and one from AMAS in
relation to the proposed mergers under the provisions of section 63 of the Act.
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Upon receipt of the Undertakings from Swan and AMAS separately, the Executive Director of
the CCM produced an Executive Director’'s Report on 13" February 2012 titled: ‘Investigation on
the proposed merger of the insurance businesses of Swan Group and Rogers Group.’

Conclusion of Report of Investigation

In the Report, the Executive Director concluded that:

a)

b)

d)

9)

The likely markets that may be affected by the merger are the markets for pension
and of general insurance business.

The theoretical market share of the merged entities is likely to be above the
threshold of 30%.

It has also been put forward by the parties that the post-merger market share is more
likely to be lower than the combined market share of the merging entities. According
to the parties, a reduction in the market share is likely to occur post-merger as a
result of competition.

Part IX of the IAO05 provides for the protection of policyholders. There are various
sections within Part IX of IA05 that covers the different dimensions of protection of
policyholders. The existence of such clause in the IA05 mitigates the concerns of the
CCM to a certain extent.

The applicants have put forward certain benefits that the proposed merger may bring
to consumers and to the economy like economies of scale, reduced dependency on
re-insurers, product innovation and better quality service and better financial security
and claims paying capacity among others. These efficiencies must also be taken into
consideration while assessing the concerns and the remedies / undertakings.

The existence of corporate clients and brokers may exercise countervailing pressure
on the merged entity and limiting its ability to engage in abusive practices.

Thus it seems reasonable to conclude that any likely concerns may be reasonably
resolved through behavioral remedies / undertakings.

Recommendations of the Executive Director

The Executive Director's recommendations to the Commissioners are as follows:

a)

The undertakings offered by AMAS and Swan further resolve the likely competition
concerns in a reasonable manner.
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b) Even if a narrower market is considered, the above facts coupled with the
undertakings, are likely to mitigate the concerns of the CCM.

c) Therefore, the Executive Director recommends that the Commissioners accept the
undertakings and clear the proposed mergers as, in the light of the undertakings
offered by Swan and AMAS, substantial lessening of competition as per section 48 of
the Act is unlikely to occur.

Findings of the Commissioners

Now

Having taken cognizance of

i) the Undertakings offered by Swan and AMAS,
ii) the recommendations of the Executive Director of the CCM in the Executive Director’s
Report and,

iii) the fact that the Commission is empowered by Section 63(3) of the Act to determine a
case on the basis of an undertaking if it considers that the undertaking satisfactorily
addresses all the concerns it has about substantial lessening of competition,

we, the Commissioners state as follows:
1) That we are satisfied with the recommendations of the Executive Director of the CCM,

2) That we believe that the Undertakings would indeed satisfactorily address the concerns
the Commission has about any substantial lessening of competition.

3) The Commission shall keep under review the compliance with this direction and the
performance of undertakings given by Swan and AMAS.

4) That notwithstanding paragraph 14 of the Undertakings Offered by Swan and paragraph
12 of the Undertakings Offered by AMAS, whereby the duration of the respective Undertakings
are set for a period of three (3) years from the day on which the Undertakings are accepted by
the Competition Commission, Swan and AMAS have a continuing obligation to comply with the
Competition Act 2007.

We hereby accept the Undertakings as per the Annexes:

Annex 1. Undertakings Offered by AMAS
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Annex 2: Undertakings Offered by Swan

Pursuant to section 63(5) of the Competition Act, the above acceptance of the Undertakings
given by Swan and AMAS shall have the effect of a direction in similar manner as under section
60 of the Competition Act.

Dated this 23 February 2012 fﬁ
Mr. Rajendra T. Servansmgha{é ........................... Date... 2 5{ @‘a"ﬁé“‘f‘”
(Chairperson)

Mr. Rodney J.R. Rama ..~ 4% ........ Date.. 23 4. Fracuney 2012

(Commissioner)

Mrs. J. P. Selvon Poonoosamy /&%Mgw@&xm

(Commissioner)
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Annex [ = Undertakings Offered by AMAS

INVESTIGATION ON THE PROPOSED MERGER OF THE INSURANCE
BUSINESSES OF SWAN GROUP AND ROGERS GROUP

UNDERTAKINGS GIVEN BY THE ANGLO-MAURITIUS ASSURANCE SOCIETY LIMITED (‘AMAS’),
WHOSE REGISTERED OFFICE IS SITUATED AT SWAN GROUP CENTRE, 10 INTENDANCE STREET,
PORT-LOUIS, TO THE COMPETITION COMMISSION PURSUANT TO SECTION 63 OF THE
COMPETITION ACT 2007 (the ‘Act’}, IN RELATION TO ITS PENSION BUSINESS, INCLUDING UNIT
LINKED PENSION BUSINESS.

STATEMENT OF FACTS:

On 13™ October 2011, the Board of Directors of Swan Insurance Company Limited (‘Swan’), AMAS,
Rogers and Company Limited and Cim Financial Services Ltd approved in principle, a proposal
pursuant to which the Rogers group and the Swan group will combine certain of their activities
through the amalgamation, inter alia, of:

(i) Cim Insurance Ltd (‘CIL’) with and into Swan, with respect to their general insurance
businesses; and

(ii) Cim Life td (‘CLL’) with and into AMAS, with respect to their long term insurance
businesses.

On 24™ October 2011, Swan and CIL submitted an application jointly to the Competition Commission
for guidance under section 47 of the Act and more specifically, whether the proposed amalgamation
of CIL with and into Swan will result or is likely to result in a substantial lessening of competition
within the general insurance business.

On 16™ November 2011, the Competition Commission started a detailed assessment following the
application made by CIL and Swan on the 24 October 2011, which assessment was extended to the
proposed amalgamation of CLL with and into AMAS. To that effect, AMAS and CLL submitted, on 21
November 2011, an application jointly to the Competition Commission for guidance under Section
47 of the Act on the proposed combination of their respective long term insurance businesses.

The detailed assessment was in the form of a merger review into the proposed merger of both the
general and long term insurance businesses of Swan group and Rogers group. The purpose of the
merger review was to determine whether there is a merger situation and whether this merger
situation, if any, would lead to substantial lessening of competition within any markets for goods or
services within the meaning of sections 47 and 48 of the Act.

On 23" December 2011, the Competition Commission produced a Statement of Issues, which is
intended to set out the CCM’s concerns at this particular stage of the investigation and to give to
Swan Group and Rogers Group the opportunity to take remedial action if necessary.

DETAILS OF ALLEGED CONCERNS:

in the Statement of Issues produced by the Competition Commission, a number of issues and
concerns were raised in relation to the general insurance business. Below are the major concerns of
the Competition Commission:

1) Whether the merging parties are close competitors and whether the merger wouid result in

the elimination of a major competitive constraint. More specifically the CCM will address the
following concerns:

f
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2)

3)

4)

NOW:

L Ability of the merging parties to increase price, in terms of fees, charges for
expenses, commission and other cost charged against premium, bonus, benefit or
any return to the policy holder.

. Ability of the merging parties to increase price in terms of premium amount charged
for specific cover and benefits.

H. Whether there existed any price difference among the merging parties and whether
post-merger the lower price would cease to exist or increase and whether that will
affect competition.

V. Ability for the firms to invest in less attractive investments, or investment which may
not be to the benefit of the customers as compared to its ability to do same without
the merger.

Whether the proposed merger will make price coordination easier and whether the new
market structure will make it easier for the insurance companies to coordinate price and
quality.

Whether the merger may result in foreclosure of certain products and / or markets; and

Whether the merger may result in the foreclosure of certain players within the sector like
other insurance companies, brokers and so on, and whether that would distort competition.

Pursuant to section 63 of the Act, AMAS hereby gives to the Competition Commission, the
following undertakings (the ‘Undertakings’) in respect of the combination of the long term
insurance businesses of AMAS and CLL respectively, for the purpose of addressing the aforesaid
concerns of the Competition Commission. As AMAS will be the surviving entity following the
amalgamation of CLL with and into AMAS, the Undertakings are being given by AMAS only.

AMAS

1.

undertakes as follows:
Classes of products

AMAS undertakes to continue to provide similar pension and other related products and
services as listed below, to both individuals and companies, in line with those offered by CIM
Life:

- Setting up of pension plans

- Administration of pension plans

- Investment of pension plans

- Death and Disability cover

- Provision of annuities

- Provision of unit linked pension plans

Fees and other charges

Unless required by the consulting actuaries and/or re-insurers of AMAS in accordance with
sound prudential norms, AMAS undertakes not to increase beyond inflation rate the
different type of fees and/or administrative charges applicable to existing, potential and new
clients whether in relation to investment, bonuses, risk premiums, claims processing,
surrender charges and/or penalties.
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3.

3.1.

3.2,

6.1.

6.2.

6.3.

Relationship with Insurance Brokers

AMAS undertakes to work with all duly licensed insurance brokers and consultants
irrespective of their size and the different classes of business in the interest of policyholders
and for their better protection and security.

AMAS undertakes to provide to all duly licensed insurance brokers and consultants same
terms and conditions in respect of risk premium rates for same level of underwriting
information presented.

Risk assessment and acceptance practices

AMAS undertakes not to change its approach to risk assessment and acceptance practices so
long as it does not prejudice its reinsurers’ rights and the sustainability of a particuiar
product or class of insurance.

Accessibility to insurance products

AMAS undertakes not to lessen accessibility to products and services barring any change in
legislation and/or unavailability of reinsurance cover andf/or resources and/or any
insufficiency in demand and/or consulting actuaries’ recommendations to the contrary.

Notification to the Competition Commission

AMAS undertakes to notify the Competition Commission, at least three (3) weeks prior to
making any changes to the Undertakings, which changes shall be subject to the approval of
the Competition Commission under section 64 of the Act.

AMAS undertakes to collaborate fully with the Competition Commission and answer any
query in a timely and effective manner.

AMAS undertakes to provide any data and/or underwriting information to the Competition
Commission in accordance with any relevant local legislation in force.

Powers of Direction

AMAS undertakes to comply with such written directions as the Competition Commission
may from time to time give for the purpose of carrying out or securing compliance with the
Undertakings.

Successors and assigns

The Undertakings shall bind any successors or assigns of AMAS,

Ancillary matters

Should AMAS contemplate a sale or transfer of its business to any subsidiary or a third party
or otherwise operates its general insurance business through any subsidiary, AMAS
undertakes to include as a condition precedent of such sale or transfer that such third party
or subsidiary will offer similar undertakings as the Undertakings to the Competition

Commission including any variations thereto and provide that the condition precedent shall
be fulfilled when the Competition Commission accepts such similar undertakings.
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10. Governing Law
AMAS recognises and acknowledges that the Undertakings shall be governed and construed
in accordance with the laws of Mauritius.

11. Commencement
The Undertakings shall come into force on the day on which the Undertakings are accepted
by the Competition Commission and notified in writing to AMAS.

12, Duration
These undertakings shall be in force for a period of three (3) years from the day on which
the Undertakings are accepted by the Competition Commission unless they are varied,
released or terminated under section 64 of the Act.

13. Territory
The Undertakings are being given in respect of AMAS’s long term insurance business
originally underwritten in Mauritius only.

N

14. Effect of invalidity
AMAS undertakes that should any of the Undertakings be contrary to law or invalid for any
reason, AMAS shall continue to observe the remaining Undertakings.

k

Dated this 3 day of February 2012

Jean Michel Louis Rivalland

Group Chief Executive

The Anglo-Mauritius Society Limited

— | am the Group Chief Executive of The Anglo-Mauritius Society Ltd and am duly authorised to sign

the Undertakings on behalf of The Anglo-Mauiritius Society Ltd.
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Annex Il - Undertakings Offered by Swan

INVESTIGATION ON THE PROPOSED MERGER OF THE INSURANCE
BUSINESSES OF SWAN GROUP AND ROGERS GROUP

UNDERTAKINGS GIVEN BY SWAN INSURANCE COMPANY LIMITED (‘SWAN’), WHOSE REGISTERED
OFFICE IS SITUATED AT SWAN GROUP CENTRE, 10 INTENDANCE STREET, PORT-LOUIS, TO THE
COMPETITION COMMISSION PURSUANT TO SECTION 63 OF THE COMPETITION ACT 2007 (the ‘Act’), IN
RELATION TO ITS GENERAL INSURANCE BUSINESS.

STATEMENT OF FACTS:

On 13" October 2011, the Board of Directors of Swan, The Anglo-Mauritius Assurance Society Limited
(‘AMAS’), Rogers and Company Limited {‘Rogers’) and Cim Financial Services Ltd approved in principle, a
proposal pursuant to which the Rogers group and the Swan group will combine certain of their activities
through the amalgamation, inter alia, of:

(i) Cim Insurance Ltd (‘CIL’) with and into Swan, with respect to their general insurance businesses;
and

(ii) Cim Life Ltd {‘CLL") with and into AMAS, with respect to their long term insurance businesses.

On 24™ October 2011, Swan and CIL submitted an application jointly to the Competition Commission for
guidance under section 47 of the Act and more specifically, whether the proposed amalgamation of CIL
with and into Swan will result or is likely to result in a substantial lessening of competition within the
general insurance business.

On 16" November 2011, the Competition Commission started a detailed assessment following the
application made by CIL and Swan on the 24" October 2011.

The detailed assessment was in the form of a merger review into the proposed merger of both the
general and long term insurance businesses of Swan group and Rogers group. The purpose of the
merger review was to determine whether there is a merger situation and whether this merger situation,
if any, would lead to substantial lessening of competition within any markets for goods or services
within the meaning of sections 47 and 48 of the Act.

On 23" December 2011, the Competition Commission produced a Statement of Issues, which is
intended to set out the CCM’s concerns at this particular stage of the investigation and to give to Swan
~—  group and Rogers group the opportunity to take remedial action if necessary.

DETAILS OF ALLEGED CONCERNS:

In the Statement of Issues produced by the Competition Commission, a number of issues and concerns
were raised in relation to the general insurance business. Below are the major concerns of the
Competition Commission:

1) Whether the merging parties are close competitors and whether the merger would result in the

elimination of a major competitive constraint. More specifically, the Competition Commission
will address the following concerns:
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2)

3)

4)

NOW:

I Ability of the merging parties to increase price, in terms of fees, charges for expenses,
commission and other cost charged against premium, benefit or any return to the policy
holder.

1L Ability of the merging parties to increase price in terms of premium amount charged for
specific cover and benefits.

. Whether there existed any price difference among the merging parties and whether
post-merger the lower price would cease to exist or increase and whether that will
affect competition.

v. Ability for the firms to invest in less attractive investments, or investment which may

not be to the benefit of the customers as compared to its ability to do same without the
merger.

Whether the proposed merger will make price coordination easier and whether the new market
structure will make it easier for the insurance companies to coordinate price and quality.

Whether the merger may result in foreclosure of certain products and/or markets; and

Whether the merger may result in the foreclosure of certain players within the sector like other
insurance companies, brokers and so on, and whether that would distort competition.

Pursuant to Section 63 of the Act, Swan hereby gives to the Competition Commission the following
undertakings (the ‘Undertakings’) in respect of the combination of the general insurance businesses of
Swan and CIL, for the purpose of addressing the aforesaid concerns of the Competition Commission.
As Swan will be the surviving entity following the amalgamation of CIL with and into Swan, the
Undertakings are being given by Swan only.

Swan undertakes as follows:

1.

Classes of products and types of policies

Swan undertakes to continue to provide same class of products and type of insurance coverage
within each classin line with those offered by CIM insurance.

Pricing Methodology

Swan will refrain from amending or varying upwards its pricing methodology, including its
management fees and/or administrative charges, barring;

(i) any unprecedented or major or unforeseen event (including but not limited to cyclone,
flooding, tsunami, earth quake, terrorism and epidemic); and

{ii} any actuarial report/reinsurers recommending to do so in accordance with sound
prudential norms.

£
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3.1

3.2.

6.

6.1.

6.2.

8.1,

8.2.

8.3,

Relationship with Insurance Brokers

Swan undertakes to work with all duly licensed insurance brokers and consultants irrespective of
their size and the different classes of business in the interest of policyholders and for their
better protection and security.

Swan undertakes to provide to all duly licensed insurance brokers and consultants same terms
and conditions in respect of risk premium rates for same level of underwriting information
presented.

Accessibility to insurance products

Swan undertakes not to lessen accessibility to products and services barring any change in
legislation and/or unavailability of reinsurance cover and/or resources and/or any insufficiency
in demand and/or consulting actuaries recommendations to the contrary.

Cancellation of Policies

Swan undertakes to refrain from inserting any policy condition preventing an individual
consumer who is a policyholder to cancel his policy by giving 30 days’ notice to the company.

Compliance with the Competition Act 2007

Swan undertakes to refrain from any collusive practices aiming at fixing the rate or terms of a
particular product thereby preventing competition amongst insurers.

To refrain from anticompetitive practices aiming at gaining significant market share and
eliminating competitors from a particular line of business.

Risk Assessment and Acceptance Practices

Swan undertakes not to change its approach to risk assessment and acceptance practices so
long as it does not prejudice its reinsurers’ rights and the sustainability of a particular product or
class of insurance.

Notification to and collaboration with the Competition Commission

Swan undertakes to notify the Competition.Commission, at least three {3} weeks prior to making
any changes to the Undertakings, which changes shall be subject to the approval of the

Competition Commission under section 64 of the Act.

Swan undertakes to collaborate fully with the Competition Commission and answer any query in
a timely and effective manner.

Swan undertakes to provide any data and/or underwriting information to the Competition
Commission in accordance with any relevant local legislation in force.
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10.

11.

12,

13.

14.

15.

Powers of Direction

Swan undertakes to comply with such written directions as the Competition Commission may
from time to time give for the purpose of carrying out or securing compliance with the
Undertakings.

Successors and assigns

The Undertakings shall bind any successors or assigns of Swan.

Ancillary matters

Should Swan contemplate a sale or transfer of its business to any subsidiary or a third party or
otherwise operates its general insurance business through any subsidiary, Swan undertakes to
include as a condition precedent of such sale or transfer that such third party or subsidiary will
offer similar undertakings as the Undertakings to the Competition Commission including any
variations thereto and provide that the condition precedent shall be fulfilled when the
Competition Commission accepts such similar undertakings.

Governing Law

Swan recognises and acknowledges that the Undertakings shall be governed and construed in
accordance with the laws of Mauritius.

Commencement

The Undertakings shall come into force on the day on which the Undertakings are accepted by
the Competition Commission and notified in writing to Swan.

Duration

The Undertakings shall be in force for a period of three (3) years from the day on which the
Undertakings are accepted by the Competition Commission unless they are varied, released or
terminated under section 64 of the Act.

Territory

The Undertakings are being given in respect of Swan’'s general insurance business originally
underwritten in Mauritius only.
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16. Effect of invalidity

Swan undertakes that should any of the Undertakings be contrary to law or invalid for any
reason, Swan shall continue to observe the remaining Undertakings.

rd
Dated this 3 day of February 2012

Jean4vtichel Louis Rivalland
Group Chief Executive
Swan Insurance Company Limited

1 am the Group Chief Executive of Swan Insurance Company Limited and am duly authorised to sign the
Undertakings on behalf of Swan Insurance Company Limited
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