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Message of the Chairperson

Fair competition, free markets have significant impact on both the economic growth,
business development and on life and well-being of all of us as consumers. The more
competitive markets are, the more healthy the economy is and the easier is to face the
challenges that are more unpredictable and difficult to manage in the modern world.
The year of 2020, in this respect, was a test for economies, state institutions of the
countries. The COVID-19 pandemic changed our lives, forcing us to step out of our
comfort zone and be guided by more flexible and non-standard approaches in resolving
issues. For most of the year the Commission carried out crisis management, working
under the conditions of pandemic, later already — under the conditions of martial law,
often 24 hours/7 days of week. Today we can state with confidence, that we managed to
address our share of issues that we had in 2020, while, simultaneously, we managed to
bring to life important projects on the agenda, which were aimed at resolving systemic

issues and raising the effectiveness of activities of the Commission.

In particular, in 2020 a large package of draft Law of the Republic of Armenia
“On making amendments to the Law of the Republic of Armenia ‘On protection of
economic competition’” and about 20 related draft laws was developed. The package of
the drafts is already adopted and entered into force on 31 May of this year. The new
amendments provide for new introductions regulating the sector, that will facilitate the
exercise of predictable and effective administration to the benefit of both the economic
entity, the State and the citizen. The process of digitisation of internal functions of the

Commission has been launched, activities of development and introduction of the
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electronic system have been carried out. The introduction of the electronic toolkit will
allow citizens and economic entities to apply to the Commission also on-line. This
includes submitting statements, receiving notifications, information on the progress of
proceedings relating thereto, becoming familiar with the documents available within the
framework of the given case. We will have an internal electronic platform for conducting

the proceedings, mutually integrated with databases of other state bodies.

In the works with economic entities major importance has been attached to the
implementation of preventive measures to promote dialogue with them and establish
partnership relations based on mutual trust. Advisory guidelines have been developed,

working meetings and discussions have been regularly organised.

A conscientious and honest economic entity is the number one partner of ours, and our
activities are aimed and will be aimed, under the priorities of 2021, at identifying the
phenomena hindering the economic competition in the markets and strengthening the

fair, honest and impartial competitive culture.

Gegham Gevorgyan

Chairperson of the State Commission for the Protection of Economic Competition of the

Republic of Armenia
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1. About the State Commission for the Protection of Economic Competition of

the Republic of Armenia

The State Commission for the Protection of Economic Competition of the Republic of

Armenia was established in 2001 based on the Law "On protection of economic

competition" (hereinafter referred to as "the Law"). The Commission is an autonomous

body carrying out protection of competition, which is independent in performing its

functions and exercising its powers.

Functions

y  freedom of economic activity;

<,

free economic competition;

Yy environment necessary for fair
competition and development of
entrepreneurship.

Powers

Preventing violations

y

Approves advisory guidelines
relating to economic competition;

informs the public about issues
related to economic competition;

gives clarifications on matters
related to the application of the
legislation on the protection of
economic competition;

Yy protection of consumer interests.

Yy issues warnings to economic entities,

state bodies or their officials regarding
the actions and/or conduct that may lead
to prevention, restriction, blocking of
economic competition or an action of
unfair competition or may harm the
consumer interests;
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Yy in the cases provided for by the
Law, adopts an opinion on the
. ) Yy
action, transactions or draft legal
act of economic entities, state
bodies or their officials;

conducts a sectoral study.

Detecting violations and applying sanctions

Yy Initiates proceedings on the occasion of Yy applies to the superior of a state

offence in the field of economic body or its official with a motion to
competition and subject economic terminate the actions or conduct

entities, state bodies and their officials contradicting the Law, and in case
to liability for violating the Law, by of no superior — to the state body

assigning to correct the violation within  or its official;
the time limits prescribed thereby and
exclude it in the future;

Supervision

Yy over the observance of the legislation on Yy over the execution of (compliance
the protection of economic competition;  with) the decision of the
Commission.



RA SCPEC Annual Report for 2020

Composition of the Commission

The Commission is composed of a chairperson and six members that are appointed by
the National Assembly. At least one of the members of the Commission must have higher
education in law and at least one — in economics. The positions of the members of the

Commission are autonomous positions.

The Chairperson Gegham Gevorgyan
Y Represents the Commission in the PhD in Law

Republic of Armenia, other states and

) ) O Appointed as Chairperson of the
international organisations;

Competition Protection Commission of
Yy manages and coordinates the normal  the Republic of Armenia for a term of
course of activities of the Commission, 5 years on 23 April 2019.
gives assignments, for this purpose, to
employees appointed by him or her,
distributes the work duties among the
members of the Commission;

Yy convenes and presides over the sittings
of the Commission, approves the agenda

of the sitting.

Member of the Commission

Yy participates in the sittings of the Y coordinates, within the scope of his
Commission and votes, may have or her coordination powers,
speeches, come up with questions and activities of the structural sub-
recommendations during the division or the works performed
Commission sitting; thereby, gives assignments and

Yy submits a special opinion in case of exercises supervision over the
having an opinion differing from the execution thereof, ensures
opinion of the majority; implementation of the assignments

of the Chairperson of the

Yy submits recommendations to the
Commission and Chairperson of the
Commission;

Commission.
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O
Hayk Karapetyan Tigran Markosyan YVahe Chibukhchyan
PhD in Law PhD in Law Economist

Appointed as a member of  Appointed as a member of Appointed as a member of the
the Commission for a term of the Commission for a term Commission for a term of
4 years on 31 May 2019. of 3 years on 31 May 2019. 3 years on 31 May 2019.

Aren Danielyan Edgar Tchagharyan Karen Sedrakyan
Economist, Engineer PhD in Economics PhD in Economics

Appointed as a member of  Appointed as a member of Re-appointed as a member of
the Commission for a term of the Commission for a term the Commission for a term of
3 years on 31 May 2019. of 2 years on 28 June 2019. 5 years on 8 July 2020.



Member of the
Commission

\'
Department for General
Policy and Market Analysis

y' Division for
Development of
General Policy and
Methodology

y Division for Market
Analysis
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Structure of the Commission

Organisational structure of the Commission

Chairperson of the Commission

Member of the Member of the Member of the
Member of the Member of the . - ..
.. e Commission Commission Commission
Commission Commission

Advisers to the Advisers to the
Chairperson Chairperson

|
Department for Department for Department of International
Protection of Supervision over Legal Department Cooperatlon.and Public
Competition Unfair Competition Relations

Division for Supervision over Yy First Division y  Division for Analysis of Legislation and Legal

dominant position and anti- Support
competitive agreements y St?cpr\d
Division
Division for Supervision over y  Division for administrative proceedings and
Concentrations, State legal representation

Support, State Procurement

10
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New specialists from different 50-65 years old

sectors of the economy joined the 6
team of the Commission in 2020.

The Commission has 86 staff unit,

in particular:

Women

74ia2aa2 !
Autonomous position 4049 years old Men 26 1
59 : : : : : : : : : : 1 3 Managerial positions actually held at structural subdivisions
esdddddddad
addddddadad Women e
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ Professional subdivisions
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ 30-39 vears old - .
Civil servant 2 5 o Supporting subdivisions
4
104343333333 . —
Discretionary position _— -
10&&&&&&&3&& o 23 I
Perjson performing civil work and technical Under the age of 29 her
maintenance 1 8 oo 10
Master's Degree 21 _
Joined 6 1IN Bachelor's Desree 10 N
Left 13 Certified 17 [
4 1

Technical maintenance

Sy Ganad Deputy Secretary General

|

I [ [ l

Division for Human
Resource Management

Administrative and Accounting Division
Secretariat Economic Department
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Our values

Independence and impartiality Our activity is not aimed at having impressive
statistics, detecting violations and holding the
economic entity liable is not an end in itself; it
must contribute to improving the competitive
environment and never — the contrary. In the
work with business we have adopted the
approach not to cause damage, to offer
cooperation, to give impetus to dialogue for
preventing possible violations, at the same
time guaranteeing fair rules of the game for
all. A fair and honest economic entity is our
number one partner.

The Commission is an autonomous body
and ensures free, fair and equal competition
for the business, regardless of political or
private interests and concerns. Our
decisions are based on the principles of
impartiality, neutrality and objectivity, and
are rendered professionally, taking into
account only legal and economical
statements and substantiations relating to
the case.

The primary objective of our activity is the
well-being of the citizens, development of
the economy and progress of the country.
The idea of prioritising the public interest
underlies the decision-making process.

Maximum result

We realise that trust is the cornerstone of Develop ambitious projects, seek and achieve

effective work, and building open, the maximum possible result — these
partnership and mutually beneficial stimulating ideas underlie the activities of our
relations with all our partners — team.

international institutions, state
administration bodies, business and citizens

depends on how strong the trust is. Trust legal framework and regulations, the quality

wh|§h must be the resglt of daily honestr of decisions rendered, the working procedure
dedicated and respon5|ble work. We strictly in line with the best international practice,
keep the commercial secrets that the

business has confided to us.

We record, but are not content with current
achievements, by constantly improving the

new developments and new knowledge.

Professional development and promotion of
each member of the team are the primary
We work openly and transparently, challenge for use, which is always in the focus
attaching major importance to the public  of our attention.
awareness-raising and application of
different tools for effective communication
with the audience. We appreciate and
encourage feedback with consumers and
business and constantly improve the
interaction platforms, providing an

12
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opportunity for communication by use of
more convenient, accessible, innovative
means.

We are accountable to the public and
regularly make publications; our decisions
are accessible to all.

2. Protection of and supervision over economic competition

Administrative proceedings in 2017-2020

2017
Anti-competitive agreements 0
Abuse of dominant position 5
Declaration of concentration 43
Undeclared concentration 23
Unfair competition 55
Anti-competitive actions of state bodies 0
State procurement 0
Failure to provide or late provision of information 25
Hindering the exercise of rights or fulfilment of duties
vested in the Commission 0
Failure to implement the assignment on eliminating the
violations of the Law 0
Administrative appeals 3
Fine, million AMD 0

*Including pending proceedings as of 31 December 2020

13

2018

25

35

12

13

2019

20

30

57

22

42

2020*

20
12

70

111

10
156
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Administrative proceedings in 2020*

. S Pending
Pend.mg Adm|n|str.at|ve Proceedings Permissions  Dismissed proceedings
proceedings as proceedings N .
A : heard and  Sanctions granted for proceeding (as of 31
of 31 December instituted in . .
determined concentrations s December
2019 2020
2020)
Anti-competitive agreements 1 3 4 2 2
Abuse of dominant position 6 14 13 7 8 7
Declaration of concentration 1 11 12 ) 3
Undeclared concentration 1 2 2 1 1 1
Unfair Competition 24 46 59 42 20 11
Anti-competitive actions of state bodies 6 4 3 2 2
State procurement 5 3 1 2 2
Failure to provide or late provision of
information 1 110 87 76 11 24
Hindering the exercise of rights or
fulfilment of duties vested in the
Commission 2 2 2
Failure to implement the assignment on
eliminating the violations of the Law 4 4 4
Administrative appeals 10 10

Anti-Competitive Agreements

Anti-competitive agreements shall be deemed to be transactions concluded between
economic entities, their oral or written agreements, directly or indirectly coordinated
actions or conduct, decisions adopted by unions of economic entities, which lead or may
lead to prevention, restriction, or blocking of competition, except for the cases provided

for by the Law.
Anti-competitive agreements may be:

Yy Horizontal, when an anti-competitive agreement is concluded between economic

entities operating in the same goods market who are potential or actual competitors,

" More than one sanction may be imposed in one proceedings and/or the proceedings may be dismissed
with respect to one or several participants of the proceedings
" Sanctions include warnings issued and fines imposed

14
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where the agreement refers to the given goods market;

Yy Vertical, when an anti-competitive agreement is concluded between economic
entities acquiring and selling in the same goods market who are not competitors,

where the agreement refers to the given goods market;

Yy Other, when an anti-competitive agreement is concluded between economic entities
having certain interrelation or operating in different goods markets, as well as
agreements not deemed to be vertical or horizontal anti-competitive agreements

under the Law.

Anti-competitive agreements are manifestations causing greater damage to the
economic competition, the requirement for prohibition whereof is stipulated in both

part 8 of Article 5 of the Law and part 3 of Article 59 of the Constitution of the Republic

of Armenia.
2017 2018 2019 2020
0 0 2 4
Sanctions 0 0 0 2
1. Administrative proceedings instituted against companies engaged in sales of
chicken eggs

Preconditions for instituting proceedings

With regard to the sales of chicken eggs it has been established that the price policy
conducted by economic entities, and the impact on the general conditions for circulation
of goods in the goods market may have elements of possible violations of the Law, in
particular elements of possible abuse of dominant position by economic entities and/or
anti-competitive agreement (setting and applying unsubstantiated or discriminatory

prices, unsubstantiated price changes or price maintenance, etc.)

By Decision of the Commission No 38-A of 20 February 2020 "On instituting

administrative proceedings on possible violations of the Law "On protection of economic

15



RA SCPEC Annual Report for 2020

competition" by a number of economic entities" administrative proceedings have been
instituted against "Variant Group", "Lusakert", "Lusakert Elit", "Gntunik", "Ashtarak Dzu"
Limited Liability Companies, "Arzni Poultry, Cattle and Pig-Breeding Farm" Open Joint-

Stock Company and "Araks Poultry Factory" Closed-Joint-Stock Company.

Price changes and circumstances of their substantiation

As a result of studies conducted within the framework of the administrative proceedings,
examination and evaluation of the evidence in the case, it has been established that
"Ashtarak Dzu", "Araks Poultry Factory", "Arzni Poultry, Cattle and Pig-Breeding Farm",
"Gntunik"”, "Lusakert", "Lusakert Elit", "Variant Group" Companies regularly reduced the
price for sales of chicken eggs in a coordinated manner in December 2019 and in
January, February 2020, and in 2020 the same economic entities raised the price in a
coordinated manner. From 1 April to 27 August 2020, manifestations of conduct of
coordinated price policy were also recorded (simultaneous reduction and raising of the

price).

The price changes made by the Companies were not conditioned by the change in the
cost price for the goods or other economic factors and/or were not proportionate to the
change in the cost price, which was confirmed by the study and analysis of the
information received from the economic entities, the State Revenue Committee, retail

networks and the Union of Poultry Breeders.

16
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Positions of the economic entities

In the positions presented during the administrative proceedings, and at the sitting of
the Commission the representatives of all economic entities producing eggs have
informed that the price policy conducted thereby was conditioned by the changes in the
prices policy of other economic entities deemed market participants. Moreover, certain
producers stated that they observed the prices set by other economic entities and, as a
result, determined their price. Thus, within the reporting period the price changes by
the companies examined in the proceedings were not conditioned by the changes in
costs, cost price and/or other economic factors. The change in the sales (supply) prices
was conditioned also by the fact of observing the conduct of other entities, which was

not considered to be an economic factor.

The position of the Companies that the recorded price changes were, to some extent,
conditioned also by increase in the volume of their production, is not substantiated. In
2019, as compared to 2018, the Companies produced about 16 per cent more chicken
eggs. Relatively higher level of growth in production volumes was recorded by "Arzni
Poultry, Cattle and Pig-Breeding Farm" and "Gntunik" Companies. The maximum
volume of stock on hand of "Gntunik" Company was recorded in February 2020,
whereas the Company started to reduce the price for sales of the chicken eggs as early
as in December 2019 in a coordinated manner. In March 2020, the stock on hand of
"Arzni Poultry, Cattle and Pig-Breeding Farm" reached to its maximum, whereas the
Company raised the sales price in March 2020. The production volume of "Ashtarak

Dzu" and "Variant Group" Companies decreased within the same period.

The Companies did not substantiate the fact that the price changes were conditioned by
economic factors, and the comprehensive, thorough and impartial examination
conducted by the Commission within the framework of the administrative proceedings

did not result in economic justifications for price changes.

17
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Results of administrative proceedings

Within the framework of the proceedings the Commission has observed that the
Companies, within the period in question, conducted coordinated price policy of sales
of goods, i.e. within the same period of time reducing, then raising the prices for sales
of goods in a coordinated manner, which was not conditioned by the economic

conditions (factors).

The materials of the administrative proceedings have proved that from 1 December to
27 August 2019 the Companies, within the framework of processes of sales (supply) of
eggs, carried out actions of coordinated change in the sales price, which were targeted
at ousting from the market economic entities with small and average volumes of

production, as well as creating for rural economies obstacles to entry into the market.

Namely, the result of the conduct displayed by the Companies was that a number of
economic entities were ousted from the goods market "Chicken eggs in shell", which is
proved also by the information provided by the Union of Poultry-Breeders, according
to which as of 1 January 2020, small farming enterprises operating in the Republic,
considered to be a member of the Union of Poultry-Breeders and producing edible egg
were 31, in February-June 2020 9 economic entities terminated their economic activity,
certain economic entities were forced to reduce the livestock reared, by drastically

reducing the volumes of production.

Thus, "Ashtarak Dzu", "Araks Poultry Factory", "Arzni Poultry, Cattle and Pig-Breeding
Farm", "Gntunik", "Lusakert", "Lusakert Elit", "Variant Group" Companies, from
1 December to 27 August 2019, displayed the same conduct in a coordinated manner:
they reduced and raised the price for eggs in a coordinated manner, not conditioned
by the changes in the economic conditions and disproportionate thereto, which is
horizontal anti-competitive agreement, and a sanction is therefor provided for by the

Law.

Sanction

18



RA SCPEC Annual Report for 2020

The above-mentioned actions have been qualified as anti-competitive agreement by

Decision of the Commission No 368-A of 15 December 2020, in relation to which a

fine in the amount of AMD 102 869 586 has been imposed on the mentioned

Companies.

2. Administrative proceedings instituted against the Companies engaged in the

sales of orange, tangerine, kiwi and lemon

Preconditions for instituting proceedings

Conditioned by fluctuations in the price of orange, tangerine, kiwi and lemon and the
consumer demand therefor, the Commission has conducted a study. The study has
established that the actions of certain companies engaged in the sales of the above-
mentioned goods may include elements of abuse of dominant position and/or anti-

competitive agreements.

Taking into account the above-mentioned circumstances, the Commission has instituted
administrative proceedings under Decision No 171-A of 23 May 2020 "On instituting
administrative proceedings on possible abuse of dominant position and/or possible anti-

competitive agreements".

Peculiarities of administrative proceedings

19
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When specifying the goods market the Commission has taken into account the fact that
situational changes in the consumer demands may result in the establishment of specific
goods market; due to the novel coronavirus disease, consumers started generously
using orange, tangerine, lemon and kiwi containing vitamin C as immune boosting

means, which led to considerable growth in their demand.

Results of the administrative proceedings

As a result of administrative proceedings it has been established that "Best Fruits AM",
"Art Fruits", "Promout" Companies, within the period in question, raised, in a
coordinated manner, the prices for sales of the above-mentioned fruits having greater
demand conditioned by the novel coronavirus pandemic, which resulted in significant

raise in the prices of sales of those goods particularly in retail networks.

Sanction

The above-mentioned actions have been qualified as anti-competitive agreement by

Decision of the Commission No 370-A of 17 December 2020, in relation to which a

fine in the amount of AMD 39 631 703 has been imposed on the mentioned Companies.

Abuse of dominant position

An economic entity shall be deemed to have a dominant position in a goods market if:

1. it has a market power in the goods market, in particular, if it does not encounter
any significant competition as a seller or acquirer, and/or based on its financial
standing or other qualities has the ability to have a decisive influence on the general
conditions of circulation of goods in that goods market and/or oust other economic
entities from the goods market and/or obstruct their entry into the goods market;

or

20
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2. in the goods market, as a seller or acquirer it captures at least 1/3 of the given

market in terms of sale or acquisition volumes; or

3. each of the 2 economic entities having the largest sale or acquisition volumes in a
goods market shall be deemed to have a dominant position in the specific goods
market if they jointly capture, as sellers or acquirers, at least 1/2 of the market in

terms of sale or acquisition volumes; or

4.  each of the 3 economic entities having the largest sale or acquisition volumes in a
goods market shall be deemed to have a dominant position in the specific goods
market if they jointly capture, as sellers or acquirers, at least 2/3 of the market in

terms of sale or acquisition volumes.
Abuse of monopolistic or dominant position by economic entities is prohibited.

2017 2018 2019 2020

S 3 20 13
Sanctions 3 2 1 7
1. Administrative proceedings instituted in relation to services of granting the

right to re-broadcasting of television channels

1.1. Administrative proceedings instituted against "Hybrid Solutions” Company
Preconditions for instituting administrative proceedings

Upon the application of "Fnet" Company the Commission has instituted administrative
proceedings to investigate the possible anti-competitive actions of "Hybrid Solutions"
Company in the processes of granting the right to re-broadcasting of "Shant" television

channel.
Results of administrative proceedings

As a result of administrative proceedings it has been established that "Hybrid Solutions"

21
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Company, having a monopolistic position in the goods market "Granting the right to
distribution of "Shant" television channel", abused it, ie. it set and applied

discriminatory conditions and sales prices for other economic entities.

Sanction

With respect to the above-mentioned, a fine in the amount of AMD 3 254 606 has
been imposed on "Hybrid Solutions" Company by Decision of the Commission

No 337-A of 14 September 2020.

1.2. Administrative proceedings instituted against "VM TeleProject" Company
Preconditions for instituting administrative proceedings

Upon the application of "Hybrid Solutions” Company the Commission has instituted
administrative proceedings to investigate the possible anti-competitive actions of "VM
TeleProject” Company in the processes of granting the right to re-broadcasting of a

series of television channels of "Discovery Family".

Results of administrative proceedings

As a result of administrative proceedings it has been established that "VM TeleProject”
Company, having a monopolistic position in the goods markets "Granting the right to
distribution of television channels "Discovery Science", "Animal Planet", "Discovery
Channel", "Eurosport 1" and "Eurosport 2", abused it. Namely, under the draft contract
to be concluded with "Hybrid Solutions” it was bound to such conditions which, by their
nature, had no relation to the very subject matter of the contract or were aimed at the
restrictions on the sales of goods by "Hybrid Solutions". In the process of granting the
right to re-broadcasting of the above-mentioned television channels "VM TeleProject"

set and applied discriminatory conditions and prices for other economic entities.

22
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Sanction

A fine in the amount of AMD 861 518 has been imposed on "VM TeleProject" LLC by
Decision of the Commission No 366-A of 15 December 2020.

1.3. Administrative proceedings instituted against a number of companies

engaged in granting the right to re-broadcasting of television channels
Preconditions for instituting administrative proceedings

Upon the application of "Fnet" Company the Commission has instituted administrative
proceedings to investigate the presence of possible anti-competitive actions in the
actions of several companies engaged in re-broadcasting of television channels in the
territory of the Republic of Armenia and granting the right to re-broadcasting of

television channels.

Results of administrative proceedings

The administrative proceedings have established that "Hybrid Solutions", "Global

Content Service", "Amedia", "TV Content Service" and "Ucom" Companies, having a

23



RA SCPEC Annual Report for 2020

monopolistic position in the goods market of granting the right to re-broadcasting of a
number of television channels, abused it. Namely, in the process of granting the right
to re-broadcasting of a number of television channels the mentioned Companies set and

applied discriminatory conditions and prices for other economic entities.

Sanction

A sanction in the form of a warning has been imposed on the above-mentioned

Companies by Decision of the Commission No 367-A of 15 December 2020.

Peculiarities of administrative proceedings

Within the framework of the above-mentioned 3 administrative proceedings goods

markets have been specified, the methodological approaches whereof are precedential.

Namely, the Commission has concluded that an individual television may be considered
as individual goods, therefore granting the right to re-broadcasting thereof may be
considered as a separate goods market. The Commission has studied the content (scope)
of television channels, rating of the television channels, rating of specific television
programme series included therein, area of coverage of the television channel, the
possibility to replace it by consumers, as well as other peculiarities. The Commission
has not considered the television channels examined in administrative proceedings
replaceable by other television channels, where many characteristics thereof are

reviewed in general.

The Commission has also discussed the applied practice with the competitive bodies of

the EAEU member states, which has been approved thereby.

Another important circumstance has also been discussed with the EAEU partners.

Namely, as a result of administrative proceedings conducted in the sector of re-

24
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broadcasting of television channels the Commission has established that certain
economic entities commit offences as a result of actions of companies owning major
international television channels that have contractual relations with them. Thus, in
relation with their representatives such major international organisations sometimes put
forward conditions that give rise and/or may give rise to cases of violation of law at the

representatives of the given region.

The manifestations of the above-mentioned phenomenon is more difficult to manage in
case of countries with small and open economy, when major international organisations
do not often have relevant economic interest in reviewing the policy conducted thereby

and bringing it in line with the legislation on the protection of competition.

In this very context importance has been attached to the idea of more deepening the
cooperation with the EAEU in the field of competition, which will allow to regulate it

when similar issue arises in any member state of the EAEU.

Recommendations submitted as a result of administrative proceedings

As a result of 3 administrative proceedings conducted in relation to granting of the right
to re-broadcasting of television channels it has been recorded that there are certain
issues that may have negative impact on the competition. With a view to solving the
identified issues the Commission has submitted relevant recommendations to the

Ministry of High-Tech Industry (see page 80).

2. Administrative proceedings conducted against the companies engaged in the

sales of sugar

Preconditions for instituting administrative proceedings

As a result of studies conducted in the goods market "Sugar" it has been established

that prima facie elements of possible anti-competitive actions are present in the actions
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of several companies selling sugar. The Commission has instituted administrative

proceedings on its own initiative.

Results of administrative proceedings

The proceedings have established that within the entire period from January 2018 to
March 2020 considered by the Commission, "Alex Holding" Company abused its
dominant position in the goods market in 3 instances — unjustified price decrease,
applying discriminatory conditions and prices, as well as displaying such other conduct
that results in or may result in restriction, prevention or blocking of economic

competition.

Sanction

A fine in the amount of AMD 24 780 000 has been imposed on "Alex Holding" Company
by Decision of the Commission No 306-A of 31 July 2020.

3. Administrative proceedings conducted against the companies engaged in

the sales of butter

Preconditions for instituting administrative proceedings

As a result of the study conducted in the goods market "Butter" it has been established
that prima facie elements of possible anti-competitive actions are present in the actions
of several companies, in relation to which the Commission has instituted administrative

proceedings on its own initiative.

Results of administrative proceedings

The proceedings have established that from July 2018 to April 2020 the conduct
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displayed by "City" Company in the sector of circulation of butter set discriminatory
conditions and created obstacles to the entry for other economic entities. Namely, as
compared to the butter acquired from two companies, "City" Company sold the butter
acquired from other importing and/or exporting economic entities under discriminatory
conditions, i.e. with higher profitability, on the shelves of trade points they were
presented in small quantities, which resulted in the sales of those goods in very small

quantities.

At the same time, it has been recorded that the conduct displayed by "Alex and Holding"
Company in the sector of wholesale circulation of butter from August 2018 to April 2020
had discriminatory approaches to economic entities carrying out activities in the field of
retail circulation, which is the result of lack of clear standards for setting by the company

the sales prices for goods.

Sanction

For abuse of dominant position a fine in the amount of AMD 17 600 597 has been

imposed on "City" Company by Decision of the Commission No 295-A of 24 July 2020,

and a warning has been issued to "Alex and Holding" Company.
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4. Administrative proceedings instituted against "Armenia" International

Airports” Company

Preconditions for instituting administrative proceedings

The studies conducted in the sector of airport services have shown that certain actions
of "Armenia" International Airports" Company contain prima facie elements of anti-
competitive actions. The Commission has instituted administrative proceedings on its

own initiative.

Results of administrative proceedings

The administrative proceedings have established that the raise by "Armenia"
International Airports" Company of the tariff for providing car parking service in the
territory of "Zvartnots" Airport on 15 January 2020 was not affected by economic factors,

i.e. the Company abused its monopolistic position.

Sanction

The Commission has imposed a fine in the amount of AMD 5 000 000 on "Armenia"

International Airports” Company by Decision No 288-A of 20 July 2020.
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Peculiarities of the administrative proceedings

Within the framework of administrative proceedings, before assessing the presence of
elements of violation of the Law in the actions of the Company, it is necessary to define
the relevant goods market(s) where the offence(s) has (have) occurred. The Commission
has specified 5 goods markets, but special attention should be paid to the process of
determining the characteristics of goods markets, in particular geographical

boundaries.

Based on the main significance of the airport, the composition of the entities acquiring
the services provided (goods sold) therein, the integrity of the infrastructure of the
airport, as well as a number of other properties, the Commission has concluded that
functions performed in the airport (services provided), including aviation and non-
aviation services, are considered to be services provided locally, therefore the
geographical boundary of the relevant goods markets is specifically the boundary of the

territory of the airport.

However, the Commission has also taken into account the fact that in case of certain
goods (services provided) sold in the airport, considering the territory of the airport as
geographical boundary may not be absolute, as certain services are likely to be provided
in the territories near, adjacent to the airport. Nevertheless, this circumstance may
relate to the sales of limited type of goods (provision of services), for instance, to food
outlets, and in case of performance of all other functions the geographical boundary is

the territory of the airport.

Referring to the issues of specifying the goods market and its characteristics, including
determining the geographical boundary, it is also important to state that the
Commission, taking into account the peculiarities of the sector, has studied the advanced
international practice and approaches applied in relation to the issues of specifying the
market in the field of operation of the airport. Examples of such countries have been
considered, as the Great Britain, Germany, Malaysia, etc. Moreover, several approaches
for specifying and determining the goods market and its characteristics coincide with

the approaches applied by the Commission.
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Anti-competitive actions of state bodies and officials thereof

Actions or conduct or acts of state bodies or their officials that lead or may lead to
prevention, restriction or blocking of economic competition, as well as harm the

consumer interests, shall be prohibited.

2017 2018 2019 2020
Proceedings 0 0 6 4
Sanctions 0 0 1 3

Administrative proceedings instituted with respect to the actions of the Ministry

of Emergency Situations and “Sos Systems” Company

Preconditions for instituting administrative proceedings

Upon studying the process of acquisition, operation by the Ministry of Emergency
Situations (hereinafter referred to as “MES”) of the complex system for integrated
control, provision of services, price policy, the Commission, on its own initiative, has
instituted administrative proceedings to investigate the nature of actions of the MES,
“National Platform for Disaster Risk Reduction” Foundation and “Sos Systems” LLC

within the framework of those processes.

Results of administrative proceedings

The administrative proceedings have established that the processes of acquiring,
operating by the MES of the complex system for integrated control, providing services,
in particular the processes of concluding a contract and granting, within the scope
thereof, an absolute right to “Sos Systems” Company, receiving money from the

services provided, restricted, prevented or blocked the economic competition.

At the same time it has been recorded that “Sos Systems” Company abused its dominant
position by setting or applying discriminatory prices and conditions, unjustly maintaining

prices for goods, carrying out actions of setting unreasonably higher prices.
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Sanction

A warning and relevant instruction have been issued to the MES by Decision of the

Commission No 251-A of 10 June 2020. A fine in the amount of AMD 20 887 068 has

been imposed on “Sos Systems” Company.

Peculiarities of the administrative proceedings

The economic competition is often restricted due to anti-competitive actions carried out
or conduct displayed by state bodies. Therefore, the identification of cases of restriction,
prevention or blocking of the competition specifically due to the actions of the state
bodies is important to distinguish from the obligations reserved to the Commission. In
this context, it is necessary to note that in 2020, the Commission detected, and in certain
cases also prevented a series of anti-competitive actions carried out and/or to be carried

out by different state bodies.

In view of the working experience of the Commission, it is necessary to state that the
actions of restriction, prevention or blocking of the competition by state bodies occur
through setting and/or applying discriminatory conditions for economic entities. The
result of the actions performed by the state bodies was that a new goods market was

established, an economic entity got monopolistic position in that market and abused it.

The interrelation of the processes examined in single proceeding, their casual link,
existence of different types of the detected offence makes a distinction between the
above-mentioned administrative proceedings and other administrative proceedings
conducted for the purpose of identifying the elements of possible offence in the actions

of state bodies.
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Assignment given following the administrative proceedings

The Commission has assigned the MES to ensure for economic entities access to the
process of service provision in the complex system for integrated control under

competitive conditions (see page 79).

State procurement

2017 2018 2019 2020
Proceedings 0 0 0 3
Sanctions 0 0 0 1

One of the important functions reserved to the Commission under the legislation on
economic competition protection is exercising supervision over the state procurement.
In the state procurement special importance is attached to the identification and
prevention of cases of restriction of the competition, which provides an opportunity to
both effectively use the funds spent for state needs, and establish favourable competitive

environment.

In 2020, in the sector of state procurement the Commission conducted 5 administrative
proceedings (2 proceedings are pending as of 31 December 2020), which included
procurement procedures organised for repairing and maintaining electrical
technologies, radio technology and household appliances, automobiles, facsimile

equipment and air conditioners, as well as acquiring guard services.

The studies conducted by the Commission in the sector of state procurement have
shown that the practice of including by the contracting authority restricting criteria in
the technical specifications of the invitation for procurement procedures, as a result
whereof equal competition conditions are not ensured for the possible participants of
the tender. In particular, when describing the goods and/or services necessary for their
needs contracting authorities often lay down such requirements that hinder the

participation of economic entities.
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State support

State support shall be deemed any support directly or indirectly provided by a body
providing state support to an economic entity or a certain group of economic entities,
or for certain goods or to a certain sector (including subsidy or grant, aid, credit, loan,
property, privileges, other financial means or other conditions), due to which such
advantages are created for economic entities which the economic entities otherwise
would not have in the conditions of economic competition in case of absence of the

support granted.
Granting state support shall be prohibited except for cases provided for by the Law.

The economic entity having received the state support prohibited shall be obliged to
return the individually determined property received as a state support in the manner
and within the time limits prescribed by the decision of the Commission. The state
support received in another way shall be subject to termination in the manner and within

the time limits prescribed by the decision of the Commission.

The Commission maintains a unified state support register, the form and procedure for
maintenance whereof are approved by Decision of the Commission No 228-L of 2 June

2020.

Among the 2020 priorities of the Commission special importance has been attached to
the continuous exercise of supervision over the state support and development of the
institute of supervision over the state support, with respect to which the process of
implementation of the measures for improving the legislation has been underway. In
May 2020, the Government established the procedure and time limit for submitting by

state bodies to the Commission information on state support.

After introducing the above-mentioned legal regulations, the Commission undertook the
performance of works related to collocation, processing and analysis of the information
on state support provided by state bodies. The mentioned works are especially important

in identifying the cases of possible restriction, prevention or blocking of the economic
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competition in any goods market as a result of providing state support, as well as

prejudicing the interests of consumers.

Unfair Competition

Any action or conduct of an economic entity contradicting the Law, other laws,
regulatory legal acts or customary business practices, violating the principles of fairness,
i.e. integrity, equity, truthfulness and/or impartiality among economic entities, or among
economic entities and consumers or acquirers, shall be deemed to be unfair

competition.
Unfair competition shall be prohibited.

2017 2018 2019 2020

Proceedings 95 35 57 99
Sanctions o4 33 19 42
1. Studies conducted in the sector of circulation of dairy products

The share of costs incurred for dairy products in the cost structure of consumers is
relatively large, therefore developing competition in the circulation of dairy products
and ensuring necessary environment for fair competition are important from the point

of view of acquiring by consumers quality products at relatively low prices.

It should be noted that in recent years there have been many cases of unfair competition
recorded in the sector of circulation of dairy products, manifested in misleading the

public, due to which the interests of consumers have also been violated.

Taking into account the foregoing, the Commission, in 2020, conducted extensive and
comprehensive studies in the sector of circulation of dairy products, within the

framework of which:

P the legislative requirements for marking of certain types of dairy products were
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studied;

the areas of use of vegetable oil by importers, acquirers of vegetable oil and

producers of certain types of dairy products were analysed,;
laboratory tests were conducted;

the markings of the packaging of dairy products were studied.

The issues identified as a result of the studies may be classified into the following groups:

P

the goods have been marked as milk products (e.g. sour cream), while according
to the results of the laboratory test, milk fat substitute (vegetable oil) was included

in the content of the given goods;

issues of marking of the packaging of products with milk fat substitute, containing

milk:

products with milk fat substitute, containing milk have been marked in violation of
the requirements of TR CU 033/2013 of the Customs Union “On safety of milk

and dairy products”;

in the name of the given goods on the packaging of the products with milk fat
substitute, containing milk the defined notion of the relevant milk product is

marked with a font larger than that of the remaining words;

in the name of the given goods on the packaging of the products with milk fat
substitute, containing milk the defined notion of the relevant milk product is

marked in a colour different from the remaining words;

in the name of the given goods on the packaging of the products with milk fat
substitute, containing milk the defined notion of the relevant milk product is

marked in a separate area of the packaging;

the expressions “Ecologically clean product” or “Eco” are marked on the

packaging of the dairy products, while the given dairy product has no certificate
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of conformity to the organic agricultural product.

The above-mentioned issues have been qualified by the Commission as misleading the
public, i.e. actions of unfair competition. Thus, producers attempted to give, through
the marking, false impression to consumers that they acquired milk products (e.g. sour
cream) instead of products with milk fat substitute, containing milk (e.g. products with
milk fat substitute, containing milk, made by the technology of sour cream). It should
be noted that the use of vegetable oil ensures lower level of cost price, and in case of
selling the product containing milk under the name of milk product and at a price of a

milk product, economic entities enjoy unnecessary competitive privileges.

2. Administrative proceedings instituted against “Alco Import Export” LLC

For the purpose of identifying manifestations of possible unfair competition in the sector
of circulation of alcoholic beverages the conducted studies have established that
according to the data on the official website of the Intellectual Property Agency of the
Ministry of Economics (aipa.am), “FINSKY” verbal trademark was registered on
2 August 2014 and received legal protection for goods and services of Group 33

(Alcoholic beverages (except for beer)). The holder of the mentioned _
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