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Preamble 

This report has been prepared by the board of directors of Hiscox Europe Underwriting Limited (HEUL or 
the Acquiring Company) in order to comply with the requirement in regulation 8 of The Companies (Cross-
Border Mergers) Regulations 2007 (the CBMR), that the directors of HEUL draw up an explanatory report 
explaining the implications of the cross-border merger referred to in this report for members, creditors and 
employees of HEUL, and the legal and economic grounds for that merger. 

The proposed merger is intended to be a merger by absorption of a wholly owned subsidiary such that, 
subject to the satisfaction of the conditions (more fully described in section  3.1 below), the entire business, 
including all assets, liabilities and other legal relationships, of Hiscox Vertrieb Aktiengesellschaft (HAG or 
the Disappearing Company), a private limited liability company incorporated under German law will be 
assumed by HEUL, a private company limited by shares and incorporated under the laws of England and 
Wales, and the Disappearing Company will be dissolved without going into liquidation (the Merger). 

The Disappearing Company and the Acquiring Company are both members of the Hiscox group of 
companies (Hiscox Group). Furthermore, the Acquiring Company is a wholly owned direct subsidiary of 
Hiscox Holdings Limited, a private limited company incorporated under the laws of England and Wales 
(HHL), and the Disappearing Company is a wholly owned direct subsidiary of the Acquiring Company. 

Unless the context otherwise requires or unless defined in this document, capitalised terms used in the 
proposed joint cross-border merger terms (the Joint CBM Terms) prepared by the Acquiring Company and 
the Disappearing Company in accordance with the CBMR and the applicable provisions of German 
Transformation Act (Umwandlungsgesetz) (the UmwG) will have the same meaning when used in this 
document. 

The Merger falls under the scope of the Council Directive 2009/133/EC, of 19 October 2009 on the common 
system of taxation applicable to mergers, divisions, partial divisions, transfers of assets and exchanges of 
shares concerning companies of different Member States (as defined therein) and to the transfer of the 
registered office of an SE or SCE between Member States (as defined therein). 

1. Description of the companies involved in the Merger 

1.1 HAG 

HAG, a German private limited company incorporated under the laws of Germany, having 
its registered office at Arnulfstraße 31, 80636 Munich, Germany, registered with the 
commercial register of the local court of Munich under company number HRB 120571. 

The share capital of HAG amounts to DEM 100,000, divided into 1,000 bearer shares with a 
nominal value of DEM 100 each, fully paid.  

The sole shareholder of HAG is currently HEUL. Following the Merger, HAG will cease to 
exist. 

HAG has no employees as at the date of this report. 

1.2 HEUL 

HEUL is a private company limited by shares, incorporated and existing under the laws of 
England and Wales, registered under company number 06712051, with registered office at 1 
Great St Helen's, London, EC3A 6HX, United Kingdom. 

The share capital of HEUL comprises EUR 615 made up of 615 ordinary shares of EUR 1 
each, fully paid. 
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HEUL has 560 employees as at the date of this report.  

2. Strategic, Commercial and Economic Grounds for the Merger 

The decision that the Acquiring Company should assume the Disappearing Company's business via 
the Merger is driven by the aim to establish a more effective and efficient legal structure for the 
Hiscox Group.  

The Merger will not impact the manner in which the Disappearing Company operates with its 
clients, customers, banks, employees or other business relationships.  

Upon completion of the Merger, the business performed by the Disappearing Company at the 
Merger Effective Date will be inherited by the Acquiring Company, including all of the strategic 
management and decision making activities relating to the Disappearing Company. No change in 
business carried on immediately prior to the Merger Effective Date is currently envisaged as result of 
the Merger so the Merger will not affect the seamless continuity of the business of the Disappearing 
Company. 

The Merger is also part of a wider restructuring of the Hiscox Group which is driven, in part, by the 
United Kingdom's forthcoming departure from the European Union. Following the Merger Effective 
Date, it is currently intended that HHL will sell 100 percent of the shares in the Acquiring Company 
to Hiscox S.A. (HSA), a Luxembourg company within the Hiscox Group. As the Acquiring 
Company is authorised to provide certain regulated products and services in the United Kingdom 
(including insurance mediation) and is regulated by the Financial Conduct Authority, the sale of the 
Acquiring Company's shares will trigger a change of control process under the Financial Services 
and Markets Act 2000 (the CoC Process). Upon completion of the CoC Process and the sale of the 
Acquiring Company to HSA, it is currently intended that the Acquiring Company will merge into 
HSA pursuant to the CBMR and Luxemburg law (certain assets and/or liabilities may be transferred 
into and/or out of the Acquiring Company before such merger). 

3. Legal Grounds for the Merger 

This document has been drawn up in accordance with the CBMR. The CBMR implements the 
Directive of the European Parliament and of the Council of 26 October 2005 on cross-border 
mergers of limited liability companies (2005/56/EC) (the Directive). The Directive facilitates 
mergers of companies incorporated in different European Union or European Economic Area 
member states. 

3.1 Conditions under the CBMR and UmwG 

Under the CBMR, the Disappearing Company must meet certain conditions before the 
Merger can occur.  The Disappearing Company and the Acquiring Company must draw up 
the Joint CBM Terms and the Acquiring Company must prepare a directors' report 
explaining the implications of the Merger on shareholders, creditors and employees of the 
Acquiring Company, and the legal and economic grounds for the Merger. 

In the UK, the Acquiring Company is obliged to deliver the Joint CBM Terms and a copy of 
the court order convening a meeting of members, together with a notice in the form of Form 
CB01, to the Registrar of Companies (England and Wales).  Notice of delivery of these 
documents to the Registrar of Companies must be published in the London Gazette. 

In Germany, the Disappearing Company is obliged, amongst other actions, to: 

(a) file an executed copy of the Joint CBM Terms with the German Commercial 
Register together with an application to the German Commercial Register asking for 
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publication of the filing of the Joint CBM Terms as well of an indication for the 
exercise of the rights of the creditors of HAG and HEUL; 

(b) prepare a report explaining, inter alia, the implications of the cross-border merger 
referred to in this report for shareholders, creditors and employees of HAG, and the 
legal and economic grounds for that merger; 

(c) notarise the Joint CBM Terms together with HEUL; 

(d) notarisation of HAG's application for the registration of the Merger, including 
(without limitation) a request for issuance of pre-merger certificate; 

(e) filing the notarised Joint CBM Terms and the application for registration of the 
Merger with the German Commercial Register together with HAG’s Closing Annual 
Accounts. 

(f) the issue of a pre-merger certificate in respect of HAG by the German Commercial 
Register. 

The proposal to effect the Merger will be put to the Acquiring Company's sole shareholder 
for approval at a general meeting. Once the Acquiring Company has received the approval 
of its sole shareholder and complied with the other conditions applicable to it, it must apply 
to the UK High Court for a pre-merger certificate. 

Pursuant to Article 12 of the Directive, the effectiveness of a cross-border merger is 
determined by the national law that is applicable to the surviving company.  Accordingly, 
the effectiveness of the Merger is governed by English law because the Acquiring Company 
is a private limited company incorporated under the law of England and Wales.  Following 
issue of the pre-merger certificates referred to above, the Disappearing Company and the 
Acquiring Company must apply to the UK High Court for an order setting the effective date 
and time of the Merger. The Merger therefore becomes effective on the date and time 
specified in the order made by the UK High Court (the Merger Effective Date), being the 
date and time on which the consequences of the Merger as set out in regulation 17 CBMR 
are to have effect. 

3.2 Effectiveness of the Merger 

The granting of a court order by the UK High Court approving the Merger has the effect that 
the business of the Disappearing Company, including all of its assets, liabilities and other 
legal relationships, will be inherited by the Acquiring Company by operation of law in 
accordance with regulation 17 CBMR, recognised in Germany in accordance with Article 12 
and Article 14 (1) of the Directive. 

As a matter of the relevant provisions of the CBMR and UmwG, on the Merger Effective 
Date, the consequences will be that:  

(a) the business, including all the assets, liabilities and other legal relationships, of the 
Disappearing Company on the Merger Effective Date will be inherited by the 
Acquiring Company;  

(b) the Disappearing Company will be dissolved without liquidation; 

(c) all legal proceedings pending by or against the Disappearing Company will continue 
with the substitution of the Acquiring Company for the Disappearing Company as a 
party;   
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(d) subject to paragraph (e) below, every contract, agreement or instrument to which the 
Disappearing Company is a party will be construed and have effect as if the 
Acquiring Company had been a party thereto instead of the Disappearing Company 
and will become a contract, agreement or instrument between the Acquiring 
Company and the counterparty with the same rights and subject to the same 
obligations as would have been applicable to that contract, agreement or instrument 
if it had continued in force between the Disappearing Company and the 
counterparty; 

(e) all agreements, rights, claims and liabilities existing between HAG and HEUL as the 
only parties concerned, in particular the business lease agreement between HAG and 
HEUL dated 28 March 2012 (the Business Lease), will terminate automatically as a 
matter of German law; 

(f) any money due and owing (or payable) by or to the Disappearing Company under or 
by virtue of any contract, agreement or instrument will become due and owing (or 
payable) by or to the Acquiring Company instead of the Disappearing Company; 

(g) any business currently being carried out by the Disappearing Company prior to the 
Merger Effective Date, which is not already being carried out by the Acquiring 
Company pursuant to the Business Lease, will be carried out as from the Merger 
Effective Date by the Acquiring Company; and 

(h) the assets and liabilities of the Disappearing Company will be attributed, in their 
entirety, exclusively to the business operations of the branch office of the Acquiring 
Company in Germany, registered with the commercial register of the local court of 
Munich, Germany, under number HRB 196892. Consequently, following the 
Merger, the assets and liabilities of the Disappearing Company will also be 
attributed, in their entirety, for tax purposes exclusively to the permanent 
establishment situated in Germany of the Acquiring Company. 

The business of the Disappearing Company including all of its assets, liabilities and other 
legal relationships will, for accounting purposes, be treated as those of the Acquiring 
Company with effect from 1 January 2018, 00:00 hours. From then onwards, all acts and 
transactions of the Disappearing Company shall be deemed for accounting purposes to have 
been effected for the account of the Acquiring Company. 

These actions will ensure the seamless continuity of the business currently carried out by the 
Disappearing Company immediately prior to the Merger Effective Date. 

3.3 Tax Grounds for Merger 

The Merger falls under the scope of the Council Directive 2009/133/EC, of 19 October 2009 
on the common system of taxation applicable to mergers, divisions, partial divisions, 
transfers of assets and exchanges of shares concerning companies of different Member 
States (as defined therein) and to the transfer of the registered office of an SE or SCE 
between Member States (as defined therein). 

4. Consideration 

As the Acquiring Company is the sole shareholder of the Disappearing Company, and the Merger 
will be carried out by way of a "merger by absorption of a wholly owned subsidiary" in accordance 
with Section 122c (3) and Section 122g (2) UmwG and Regulation 2(3) CBMR through a simplified 
procedure, the Merger will be effected without any new shares in the capital of the Acquiring 
Company being issued or other consideration being granted. 
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5. Implications of the Merger on Members 

HHL is the sole shareholder of the Acquiring Company, who in turn is the sole shareholder of the 
Disappearing Company. Once the Merger becomes effective, the Disappearing Company will be 
dissolved without liquidation. Following the Merger, HHL will continue to own the entire issued 
share capital of the Acquiring Company. 

6. Implications of the Merger on Creditors and Clients 

As is explained in section 3.2 above, the rights and obligations of the Disappearing Company in 
relation to its creditors will be assumed by the Acquiring Company when the Merger becomes 
effective.   

6.1 As a result, the Acquiring Company will assume the Disappearing Company's liabilities by 
means of universal succession, in accordance with regulation 17 of the CBMR – recognised 
in Germany in accordance with Article 12 and Article 14 (1) of the Directive – and, 
consequently, the Acquiring Company will have more liabilities after the Merger than it had 
before the Merger. However, the Directors of the Acquiring Company consider that the 
creditors of the Disappearing Company will be adequately protected because: 

(a) the Acquiring Company will also assume all of the assets of the Disappearing 
Company by means of universal succession, in accordance with regulation 17 of the 
CBMR, recognised in Germany in accordance with Article 12 and Article 14 (1) of 
the Directive when the Merger becomes effective; 

(b) as at 31 December 2017, the net asset value of the Acquiring Company was EUR 
26,833,559.73; and 

(c) as of 31 December 2017 the value of the assets of the Disappearing Company was 
EUR 8,077,668 and the value of the liabilities was EUR 27,038. 

6.2 The Merger will not have an adverse effect on the Disappearing Company's clients, 
customers, banks, employees or other business relationships as the business of the 
Disappearing Company will seamlessly be carried on by the Acquiring Company. 

7. Implications of the Merger on the Employees  

As at the date of this report, the Acquiring Company has 560 employees. The Merger will not affect 
the existing employees of the Acquiring Company. The Disappearing Company does not have any 
employees as at the date of this report. 

As a result of the Merger, the business performed by the Disappearing Company immediately before 
the Merger Effective Date will be assumed by the Acquiring Company from the Merger Effective 
Date. It is not foreseen that the Merger will have an effect over the workforce of the Disappearing 
Company. 

Part 4 of the CBMR regulating participation of employees is not applicable to the Merger since 
employee participation rights do not exist in either the Acquiring Company or the Disappearing 
Company. 

8. Implications of the Merger on Debenture Holders 

The Merger does not affect the interests of the trustees of any deed for securing the issue of 
debentures by the Acquiring Company. 
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9. Material Interests of the Directors 

No director of the Acquiring Company has a material interest in the Merger. 


