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THE COMMISSION ON PROTECTION OF
COMPETITION LAUNCHED A SECTOR INQUIRY IN
THE PHARMACEUTICAL SECTOR (FOLLOW-UP)

As we announced eatlier in May this year, the Bulgarian Commission on Protection of
Competition ("CPC", "Commission") launched a sector inquiry in the pharmaceutical
sector.

Ultimately, the Commission published its decision on opening a sector inquiry. It is now
evident that the Commission's investigation will be focused on the retail market of
pharmaceuticals paid in full or in part by the National Health Insurance Fund ("NHIF").
The inquiry was provoked by the request of the Bulgarion Pharmaceutical Union in April
2015.

Based on its findings published in a previous pharma sector inquiry (2006), and based on
current information provided by the Bulgarion Pharmaceutical Union that the process of
horizontal integration in the pharmaceutical retail market has developed significantly,
the CPC took the decision to review the retail market of pharmaceuticals. In particular,
one of the regulator's concerns is that a group of undertakings has been formed to
conduct business under one brand and share a common commercial behaviour -
"Mareshkl' pharmacy chain ("Arrexu Mipeuxd). According to CPC, such activities might
escalate to a coordinated anticompetitive behaviour. Therefore, CPC decided to carry
out an in-depth investigation of the structure and organisation of the relevant market,
tfrends in the market and potential anticompetitive practices undertaken by certain
market players.

The main godals of the sector inquiry, as defined by the Commission are the following:

- providing a clear definition of the market of pharmaceutical products paid in full or
in part by the NHIF;

- specitying the services concerned within the market of pharmaceutical products paid
in full or in part by the NHIF, as well as their price formation, compared to the
number of customers;

- tracking the amendments to the market structure;

- identifying the main market participants and analysing the changes in their market
behaviour;

- following the changes to demand and supply of the medicines paid by public funds
which come as a result of state regulation, legislation and the general economic

ALBANIA AUSTRIA BOSNIA & HERZEGOVINA BULGARIA CROATIA CZECH REPUBLIC HUNGARY POLAND ROMANIA SERBIA SLOVAK REPUBLIC SLOVENIA UKRAINE

WOLF



WOLF THEISS CLIENT ALERT

July 2015

environment in the country;

- ascertaining the reasons behind potential competition issues.

Based on CPC considerations, we may expect the Commission to send mandatory
questionnaires to major market players (pharmacies), state authorities, as well as
contract partners of the pharmacies, such as wholesale distributors. Answers to such
questionnaires have to be given very carefully since, based on the provided information,
CPC may open individual cases against one or more undertakings. Therefore, the
information and evidence provided to CPC should be considered in the light of possible
further proceedings for antitrust infringement, unfair competition and non-compliance
with merger control requirements.

We would like to note that for supply of inaccurate or misleading information, and even
for delays in the provision of complete and accurate information, CPC may impose
significant financial penalties - 1 % of the company's total turnover in the preceding
business year.

One needs to keep in mind that in the course of the inquiry, the CPC legislative
investigative powers are limited in comparison to its powers in individual antitrust
investigations. CPC is not entitled to inspect (dawn raid) the premises of market
participonts in order to obtain relevant evidence for the investigation. However,
collected evidence during the course of the inquiry may be used in other investigation
cases at the Commission.

Based on the results of the inquiry, CPC can open individual investigation files against
particular market player(s) for infringement of competition law (abuse of a dominant
position, restrictive business practices, unfair competition and non-notified mergers).
Therefore, in order to be prepared for the Commission's requests, companies from the
investigated sector should check whether their commercial relations (contracts,
practices, communications, etc.) are compliant with competition regulations (.e. internal
competition compliance audit).
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ABOUT

Wolf Theiss is one of the leading law firms in Central, Eastern and South-Eastern Europe.
We have established our reputation of unsurpassed local knowledge and strong
Infernational capablilities. We opened the first Wolf Theiss office in Vienna over 50 years
ago, and foday our fteam is comprised of over 300 associates with different practice
areas, working in offices spread in 13 countries in Central and Eqstern Europe.

For more information about our services, please contact:

Anna Rizova Dessislava Iordanova

Managing Partner Senior Associate
Anna.rizova@wolftheiss.com Dessislava.iordanova@wolftheiss.com
T: +359 286 13 700 T: +359 2 86 13 700
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