CPC DECISION No. 190/2006

ESTABLISHMENT OF A JOINT UNDERTAKING

The CPC has initiated legal proceedings in relation to a Notification by AIG Central Europe and CIS Insurance Holdings Corporation (AUI), American Life Insurance Company (ALIC), the Greek General Insurance Company Ethniki (Ethniki) and United Bulgarian Bank (UBB). The CPC has been notified of a forthcoming establishment of two joint undertakings – UBB – AIG Insurance and Reinsurance Company AD (General Insurance Company) and UBB – AIG Life Insurance Company AD (Life Insurance Company). 
І. Undertakings involved in the concentration (affected undertakings)
In the acquisition of joint control over recently established undertakings, the affected undertakings are all establishing undertakings which acquire control over the newly established joint undertaking. The latter, since it has not been established yet, cannot be regarded as an affected undertaking. 
With a view to the character and the legal form of the concentration under the planned transactions, the following undertakings shall be regarded as affected undertakings:
- under the establishment of the General Insurance Company: AIG Central Europe and CIS Insurance Holdings Corporation; the Greek General Insurance Company Ethniki and United Bulgarian Bank AD.

- under the establishment of the Life Insurance Company: American Life Insurance Company (ALIC), the Greek General Insurance Company Ethniki and United Bulgarian Bank AD.

ІІ. Undertakings exercising control over the participants in the operation under the meaning of Article 21 of the LPC
1. AIG exercises control over AIG Central Europe, CIS Insurance Holdings Corporation and American Life Insurance Company (ALIC). ALIC is a subsidiary company owned entirely by AIG.
AIG is an international insurance company operating in more than 130 countries. The companies within the AIG Group provide services to trade, institutional and individual clients worldwide through a network of life, property, personal accident insurances. The AIG Group also provides pension services, financial services and asset management services. 
2. UBB and Ethniki are subsidiary companies of the oldest and largest bank in Greece – the National Bank of Greece (NBG). The NBG owns about 99,9% of the share capital of UBB as well as about 76,65% of the share capital of Ethniki, i.e. UBB and Ethniki belong to the economic group of the NBG. 
The companies belonging to the NBG Group provide the full range of financial and bank products, among which investment banking, insurance, mutual funds, brokerage services and leasing activities. 
ІІІ. Undertakings over which the participants in the operation exercise control under the meaning of Article 21 of the LPC
АIG: 

AIG Bulgaria Insurance and Reinsurance Company EAD provides a full range of insurance products covering property insurances, financial insurances, civil liability insurances, personal accident and health insurances, cargo insurances, etc. The main trademark used in Bulgaria is AIG.

Through ALIC АIG exercises control over AIG Life (Bulgaria) Life Insurance Company EAD which provides a range of life insurance services and insurance products. 
UBB:

-UBB Asset Management EAD, carries out activities related to the management of collective investment schemes and investment companies of a closed type; 
- Investment Company UBB Balanced Fund AD is an investment company of an open type;

On the territory of the country the NBG exercises control over the following undertakings, different from UBB: 

- Interlease EAD carries out activities on acquiring equipment and its subsequent provision by means of leasing transactions, real estate leasing; 
- Interlease Auto EAD carries out financial and operational leasing of vehicles.

ІV. Legal form of the concentration
The operation that is being appraised has to do with the establishment of two joint undertakings in accordance with A Joint Undertaking Contract for the establishment of a General Insurance Company between AIU, Ethniki and UBB as well as in accordance with A Joint Undertaking Contract for the establishment of a Life Insurance Company between ALIC, Ethniki and UBB.
The operation is aimed at achieving better efficiency leading to reduced costs for marketing and distribution in view of the fact that the already established network of UBB will be used. The participants in the transaction also expect reductions in the costs of individual insurances for clients. 
V. Relevant market 
Product and geographic markets: In view of the activities performed by the participants in the planned concentration on the Bulgarian market, the product market shall cover both the activities related to insurance and insurance distribution, as well as the bank services and activities provided by the managing companies in the territory of the country. 
The companies within the AIG Group have carried out activities in the field of general insurance and life insurance in Bulgaria. 
UBB belongs to the financial group of the National Bank of Greece and provides bank services in the territory of the country. Interlease AD and Interlease Auto EAD which carry out leasing services are also part of the above mentioned financial group, along with the managing company UBB Asset Management and the investment company and contract funds managed by it. 
The parties have declared that the participants in the transaction and the groups to which they belong have not participated in overlapping relevant markets in Bulgaria before the implementation of the transaction. Up to now, the NBG Group has not provided insurance services in Bulgaria and the AIG Group has never been present in the markets of bank services in the country. 
Analysis of the relevant markets
Insurance activities are related to conclusion of insurance policies on the strength of which the insurer is obliged to take certain risk against the payment of a premium and in the occurrence of the event insured to pay to the insured party or to a third person an insurance indemnity or a sum of money. 
The Insurance Code does not allow a person to buy general (property) insurance and life insurance by one and the same insurer and forbids insurers/ re-insurers to carry out other economic activities. In this way, the fact that specialized general insurance companies and life insurance companies exist separately can be justified, some of which can be registered to provide reinsurance activities. On the basis of the above said, a conclusion can be drawn that with a view to the evaluation of the concentration, the analysis of the current state of the insurance market and the participants in it shall be divided into two separate product markets – the market of general (property) insurance and the market of life insurance. 
The activities of the general insurance and life insurance companies presuppose signing of different policies and provision of insurance coverage for a number of risks. Form the point of view of demand, this is the way in which certain product markets can be additionally segmented depending on the risks covered, namely “Accident”, “Illness, “Vehicles”, “Fire, calamities”, etc. in the field of general insurance, as well as “Life”,  “Life annuity”, “Marriage and child insurance”, “Permanent Life Insurance”, etc. in the field of life insurance. At the same time, from the point of view of supply, the conditions for signing policies and respectively for administrating insurance activities and maintaining reserves under the different types of risks covered by the companies, are similar for each insurance company, and shall not be further segmented thus forming additional and autonomous product markets. 
Barriers to entering the insurance market
The entry to the product markets of General Insurance and Life Insurance is hindered by barriers of legal and administrative nature, as well as of an economic nature. 
Insurance and reinsurance activities are subject to insurance supervision as well as to a licensing regime. 
A specific economic barrier to entry into the insurance market is the legal requirement for a minimum size of the registered capital of the company which shall not be lower than the minimum size of the guarantee capital. 
Market of home (general) insurance 

General insurance insures persons against all types of risk related to their property. The volume of the market of general insurance for 2005, calculated on the basis of realised total premium income in the sector, is 919 189 395 BGN. Compared to 2004, an increase of 25,36% can be observed. The trend of increase of premium income is comparatively stable for the period 2002-2005. An increase of 19,3 % was observed in the period 2003-2004 and an increase of 26,75 % was observed in the period 2002-2003. 
In 2005 the three companies with the largest shares in premium income (DZI-General Insurance AD, ZPAD Bulstrad AD and ZPAD Alianz Bulgaria AS), increased their aggregate share which reached 46,92% compared to 46,60 % for 2004 and thus came to form almost half of the premium income from general insurance. 

In the end of 2005 a total of 19 companies participated in the general insurance market. 
Market positions of the general insurance companies for the period 2004-2005

	
	2004
	2005

	DZI – General Insurance AD
	16,98%
	20,26%

	ZPAD Bulstrad AD
	14,37%
	15,21%

	ZPAD Allianz Bulgaria AD
	15,25%
	14,44%

	ZK Bul Ins AD
	13,74%
	12,44%

	ZK Lev Ins AD
	5,51%
	6%

	Insurance and Reinsurance company Vitosha AD
	5,53%
	5,96%

	ZAD Energy 
	5,45%
	5,12%

	ZAD Armeets AD
	3,76%
	4,87%

	ZK Evroins AD
	4,02%
	4,39%

	ZK Orel AD
	6,74%
	3,30%

	ZK Bulgarian Properties AD
	1,60%
	1,90%

	ZAD Viktoria
	1,08%
	1,58%

	AIG Bulgaria Insurance and Reinsurance Company EAD 
	1,65%
	1,36%

	HDI ZAD
	0,90%
	0,90%

	Interamerican Bulgaria ZAD
	0,63%
	0,66%

	QBE International Insurance Ltd. – Sofia Branch 
	0,66%
	0,62%

	Municipal Insurance Company AD
	0,56%
	0,50%

	Bulgarian Agency for Export Insurance AD 
	0,15%
	0,31%

	MZK Evropa 
	0,31%
	0,13%

	ZK DSK Guarantee AD
	-
	0,07%


Source: Financial Supervision Commission 

Data show that in the period 2004-2005 there was a decrease with 0,29% in the share of AIG Insurance and Reinsurance Company EAD while at the same time an increase in the volume of the market can be observed for the same period (with 25,36%); with a share of 1,36% for 2005 that company was ranked 13th. 
Market of Life Insurance
Life Insurance has to do with insuring the risk of occurrence of events jeopardising the life and/ or health of the insured person. Life insurance policies are signed to insure those who depend financially on the insured person in case of his/ her untimely death or as an investment ensure future financial needs. 
The total premium income of life insurance companies is constantly growing. Its size for 2005 was 150 012 375 BGN, with 48,41 % more compared to the previous period. Considerable increase in the premium income was observed for the period 2003-2004. For realised premium income of respectively 74 791 thousand BGN (2003) and 101 082 thousand BGN (2004), a growth of 35,15 % could be observed. 
During the last years the life insurance sector was characterised by a trend of market concentration. The total market share of the three largest companies in the structure of the premium income for 2005 (DZI AD, Allianz Bulgaria Life and Orel Life AD) was 64,05 %, 55, 69% in 2004, 53,11 % in 2003 and 37,97 % in 2002.

In the end of 2005 a total of 12 companies in Bulgaria offered life insurance services. 
Market positions of the life insurance companies for the period 2004-2005

	
	2004
	2005

	DZI AD
	28,17%
	30,31%

	ZAD Allianz Bulgaria Life AD 
	27,52%
	24,58%

	AIG Life Bulgaria EAD 
	10,80%
	10,16%

	ZK Orel Life AD 
	11,15%
	9,68%

	ZAD Bulstrad Life AD 
	6,81%
	6,36%

	ZK Vitosha Life AD
	4,76%
	6,12%

	Grawe Bulgaria AD
	5,67%
	5,15%

	Life Insurance Company DSK Guarantee AD
	1,55%
	4,61%

	Life Insurance Company Bulgarian Properties AD
	1,95%
	1,91%

	VZK Dobrudzha M – Life 
	1,23%
	0,66%

	Trade Union VZK/ VZK Medic-Centre
	0,42%
	0,47%

	Life Insurance Institute AD
	-
	0%


Source: Financial Supervision Commission
The share of AIG Life Bulgaria EAD in the total premium income for 2005 is10,16 %, with 0,64 % less compared to its share for 2004. Despite the fact that the company was among the first three companies in the ranking, its share was considerably smaller compared to the companies occupying the first two positions - DZI AD – 30,31% and ZAD Allianz Bulgaria Life AD – 24,58%. 
Insurance distribution services
The distribution of insurance products covers services offered by independent third parties to insurers for marketing and distribution of insurance products. The internal distribution and marketing provided on the part of insurers has not been included under this heading since it comprises and inseparable part of their activities. 
The main types of participants offering insurance distribution services are the insurance agents and the insurance brokers. 
Market of bank activities
The banks licensed by the Bulgarian National Bank (BNB) provide to their clients specific services which, in their totality, form the markets of bank services and other financial services in the territory of the country. 
As of now the total number of licensed banks in Bulgaria is 34. This number includes 6 branches of international banks in Bulgaria and 28 banks holding a license for carrying out bank operations in the country and abroad. 
The planned concentration shall not affect bank activities. The newly established companies shall not implement bank activities and there shall be no overlap with activities of the parent companies in this area. 
Only one of the groups participating in the joint undertakings has participated in the market of bank services. The NBG is represented on the Bulgarian market through the UBB which is a universal trade bank licensed to be a primary dealer of Government Securities and an investment intermediary in corporate securities operations. 
Market of financial services
The NBG Group carries out activities in the territory of the country in the field of financial services via UBB as well as via NBG subsidiary companies. 
Investment intermediation
As of 31 December 2005 a total of 88 companies have been entered in the register of investment intermediaries of the Financial Supervision Commission as 29 of them are banks. Out of 59 companies granted licenses for implementing the activities of an investment intermediary in the country, 31 have been authorised to implement transactions in the country. 
The market of services provided by investment intermediaries is characterized by high level of concentration. Ten investment intermediaries implemented 50,93 % of the total number of transaction implemented in 2005. The share of UBB in accordance with the realised turnover of non-interest incomes was 11,11 %.

Financial and operational leasing
With regard to the leasing market Interlease AD had a market share (on the basis of the size of net leasing takings) of 32% for 2004 and of 17,9% for 2005. On the basis of notifiers’ own assessment the market share of Interlease AD and Interlease Auto EAD amounted to about 30%. The main groups of participants on this market are the leasing companies related to banks (including Interlease AD and Interlease Auto EAD), leasing companies related to suppliers as well as independent leasing companies. 
A considerable increase the volume of the leasing market has been observed in the recent years, as this market can be described as a highly dynamic market. 
Financial services provided by the managing company
Via UBB Asset Management EAD and the investment companies and contract funds managed by it, the NBG Group also participates in the market of financial services offered by the managing companies. Since these services shall  not be offered by the newly established undertakings and since the AIG Group does not implement activities in this field, this market shall not be affected by the planned concentration. 
Combined offering of bank and insurance services “Bank Insurance”
A characteristic trend in the development of financial market in the conditions of globalization is the disappearance of boundaries between the different sectors of financial services and the emergence of universal financial conglomerates within which huge capital is concentrated. This process is affecting at a very high rate banks and insurance companies, a strategic step in this direction being the change of focus from the services provided by insurance companies and banks to consumption and relations with clients. Strengthening the different forms of cooperation between banks and insurance companies is a regular trend characteristic for the development of financial markets. That’s why it has been expected that the combination of insurance and bank products will have a wider practical application. 
Banking and the provision of insurance services are interlinked since many bank products require the signing of insurance policies. Although the client of the bank may choose the insurer, sometimes the bank provides the insurance service for free (which means that the bank pays the insurance cost at the expanse of its profit from the bank product). Some banks pose restrictions on their clients obliging them to sign insurance policies offered by “acceptable” insurers or insurers “of good reputation”; other banks pose no restrictions on clients at all. The practice, however, is that clients are not obliged to use the insurance services offered by the bank with the respective bank product. Still, when the bank covers the costs of the insurance product, any other choice of an insurer might prove financially disadvantageous to the client. On the other hand, the total price the client is expected to pay for a package of a bank product and an insurance product should be considerably lower compared to the price that he/ she will have to pay in buying both products individually. 
“Bank insurance” can be described as the process of using bank channels for distribution of insurance products. It can also be described as the process of offering insurance products to persons who are not clients of the bank and which, respectively, is not always related to offering only insurance products related to bank products. A characteristic feature of bank insurance is that it is aimed at using the already established distribution network of one type of financial services (bank services) for the distribution of another type of financial service (insurance services). In this situation the two types of services can be offered either together, or individually. 
In most of the cases insurance products are used with credit products (including leasing products) with the aim of reducing the risk of loosing the assets as a result of the insolvency of the debtor. 

Another area in which insurance services are offered to clients (usually medical services or medical aid when traveling) is the area of bank cards. As it happens in most of the cases the client does not have to pay for the insurance product and its cost is covered by the bank which offers the product to make the client’s life easier. 
It can be summarized that the bank products, in relation to which insurance products are offered, are mainly credits (consumer loans, mortgages, etc,), bank credits, bank guarantees, and some deposits. 
Insurance products which in most of the cases are offered through the “bank insurance” channels are: “life”; “accident”; “travel aid”; “Casco”; “Civil Liability Insurance”; different property insurances.
VІ. Legal assessment 
Two of the parent companies for each of the planned joint undertakings (JU) have companies operating on the territory of Bulgaria. UBB implements activities in Bulgaria, AIG is represented by AIG Bulgaria Insurance and Reinsurance Company EAD and AIG Life Bulgaria Life Insurance Company EAD. Ethniki, as well as UBB belong to the NBG Group which is represented in Bulgaria by other companies as well. The newly established joint undertakings shall carry out their own activities on the territory of the country. In accordance with the LPC the participants in the concentration shall not be required to have subsidiary companies in Bulgaria, they shall only be considered capable of influencing competition in the country. The above mentioned circumstances undeniably justify the fact that the provisions of the LPC have been applied and the need for the CPC to exercise it competence with respect to the present transaction. It shall be taken into account that the CPC has the competence to evaluate the effect of the planned operation only as far as the Bulgarian market is concerned. 
In accordance with Article 22 of the LPC a concentration shall be deemed to arise in case of a creation of a joint venture performing on a lasting basis all the functions of an autonomous economic entity. Such an undertaking shall satisfy two criteria:

· It has to be a joint venture, i.e. joint control shall be exercised on it and 
· It shall perform all functions of an economically independent entity on a lasting basis. 
The new companies that fall within the scope of the present analysis have not been established as economic entities yet and that’s the reason why whether the criteria have been met can be established only on the basis of the acts on their establishment as well as on the basis of the objectified intentions of their shareholders. 
The CPC has adopted that the two undertakings established under the analyzed operations have met the first criterion. In accordance with the Guidelines for applying Chapter VІ of the LPC, adopted by the CPC by Protocol No. 135/ 27.04.2006 (the Guidelines), in case of joint control exercising decisive influence provides an opportunity for holding back strategic decisions in a given undertaking since none of its shareholders can take strategic decisions on its own. The shareholders can take preventive and corrective measures with regard to one another in case they have not reached consensus with regard to a given decision. 
For the purpose of establishing whether the AIG Group, along with the NBG Group, will have joint control over the newly established undertakings, it has to be established whether or not it will have the opportunity to hold back the so called “strategic decisions” in the two companies. 
Strategic decisions are related to appointing the membership of the management bodies, adopting the budget, the business plan, and the investment plan of the undertaking. On the basis of the collected evidence it turns out that for a certain group of decisions, some of which can be characterized as strategic, the boards of the companies can adopt a decision only if one of the directors nominated by each one of the parent companies has voted for it. In other word, if the three directors of representing the AIG Group oppose a given decision, it cannot be taken. Those decisions include approval of the business plan or approval of significant variations from it. The opportunity for holding back such a decision is sufficient for justifying the presence of joint control. 
In addition to the right to hold back the adoption or change of the business plan, the so called “qualified majority” has been envisaged for a number of other decisions. Beyond doubt, some of them are not “strategic” but they all, considered in their totality, can serve as an additional argument for the presence of joint control. 

The CPC has adopted that in relation to the newly established companies, joint control shall be exercised by the NBG Group, on the one hand, and by the AIG Group on the other. In other words, the two companies shall represent joint ventures under the meaning of Article 22 of the LPC. 
Secondly, it has to be assessed whether the joint undertakings will perform all the functions of an autonomous economic entity on a lasting basis, i.e. whether they are “full–function” joint ventures. 

This criterion shall be divided into two parts – the undertaking shall, on the one hand, lead to a change of a lasting nature in the structure of the affected markets, and shall, on the other, be created for the purpose of performing its functions on a lasting basis. 
An undertaking which performs all the functions of an autonomous economic entity and leads to a structural change of a lasting nature is in place if it performs all functions, normally performed by the undertakings on the same market on which it operates. To that end, the undertaking shall have autonomous management of its everyday activities as well as access to financial and human resources, fixed and non-fixed assets. 
This particular case envisages the establishment of two insurance companies. The scope of activities of each of the two companies is typical of insurance undertakings of this kind. The undertakings shall receive significant financial resources with a view to reaching the legal requirements for the capital of insurance companies. After being granted a license, the companies shall have the right to carry out insurance activities on an equal level with any other licensed insurer. The European Commission (EC) has clarified that the joint venture cannot be characterized as “full-function” if it performs a specific function within the scope of activity of the parent companies, without having its own access to the market. In this case the undertaking only has an assisting function to the economic activity of its establishers. 
The established joint undertakings shall not be regarded only as a form of realising AIG insurance products through the UBB network. The acquisition of joint control is aimed at developing the undertakings as autonomous entities. Therefore, there are no grounds for believing that due to the fact that their scope of activity coincides with the scope of activity of the undertakings of the AIG Group, the joint undertakings cannot be described as “full-function”. It has to be taken into account that the relevant joint undertaking and the relevant Bulgarian company of the AIG Group shall not be considered as independent from one another and shall be regarded as undertakings in a relationship controlled – controlling (joint undertakings with regard to the AIG Group) with all competition and legal consequences stemming from that. It has to be also taken into account that for the implementation of its distribution activity, UBB shall receive the respective commissions in the form of remuneration, i.e. from this point of view the relations between the joint undertakings and UBB will have the usual form for of relationships between market partners. 
In order to be characterised as a “full-function” undertaking, a joint undertaking has to function for a long period of time. This is so if the establishing act of the undertaking allows for a sufficiently long period of time for its existence. In this specific case, the joint undertakings have been created for an indefinite period of time and the terms for their termination do not provide grounds for drawing the conclusion that the joint undertakings have been established for a short period of time or for the purpose of implementing a certain project, i.e. that the parent companies have not intended the undertakings to function for a long period of time. 
The CPC has adopted the position of the parties that even if formally there are two transactions as a result of which two joint undertakings have been established; in fact the concentration is only one. In practice the transactions have been implemented between the same parties – two of the parent companies participating in the two joint undertakings are identical – UBB and Ethniki. AIU and ALIC, on the other hand, are part of the AIG Group and therefore for the purpose of exerting control over the concentration, it has to be accepted that in practice there is a coincidence with regard to the parent companies of these undertakings, even though they are formally different. 
With the aim of authorising the implementation of the transaction, in accordance with Article 28 of the LPC, the CPC has to establish that it does not lead to the creation or strengthening of dominant position that would considerably impair effective competition on the relevant market. In accordance with Article 27 of the LPC, in order to reach the respective conclusion, the CPC shall appraise the concentration taking into account circumstances such as: the position of the undertakings on the relevant market before and after the concentration, their economic and financial power, the access to supply and the markets of the relevant goods and services, legal or other obstacles to entering the markets. 
The creation, respectively strengthening, of dominant position although not the only criterion, is a key criterion in the appraisal of a given concentration. Dominant position has been defined in Article 17 of the LPC as the position of an undertaking which, in view of its market share, financial resources, possibilities for access to the market, level of technology and economic relations with other undertakings may hinder competition in the market concerned, since it is independent of its competitors, suppliers or purchasers. Even thought such a presumption is refutable, it has been accepted that an undertaking enjoys dominant position if it owns more than 35% of the relevant market. 
In this case it has to be taken into account that the specifics of the legal norm of the transaction, the current activities implemented by the participating undertakings and the activities that they will be implementing after the transaction lead to the conclusion that the transaction will not exert considerable influence on neither of the relevant markets. With a view to the activities of the countries, for the purpose of the current appraisal, the product market includes a number of activities with no overlap between any if them, i.e. the concentration cannot be characterized as horizontal. AS a result, the conclusion can be drawn that the concentration will not lead to immediate increase in its market share and that the structure of the relevant markets won’t be changed to a large degree. 
The potential anticompetitive effects of vertical and conglomerate concentrations require an additional analysis of the effect of the appraised concentration on the relevant markets. 
The markets of bank services and of the activities provided by the managing companies won’t be considerably affected by the planned transaction due to a lack of overlap between the activities of the participating undertakings as well as between the planned activities of the two newly established joint undertakings. Those markets could be affected by the concentration only with regard to their link to the insurance market. The CPC has adopted that in view of the market shares of the parties it is highly improbable for such a change in the market structure to take place and to lead to establishing of dominant position and considerably restriction of competition. 
The leasing market is characterized by a high level of dynamicity and its size is constantly growing. Even if we accept that the companies within the NBG Group have a share of about 30% (in accordance with their own evaluation), this still does not mean that dominant position is in place. What is more, the CPC is willing to take into account the arguments of the parties that leasing services are to some extent subject to competition also by other forms of financial activity. The large number of participants on this market can also be regarded as a hindering factor with respect to the market leaders. The same applies to potential competition related to the fact that no considerable barriers to entry in the market can be observed. Constant entry of new and strong players with huge international experience can be observed. The fact that this market has been assessed as highly competitive shall not be underestimated as well as the fact that there is considerable decrease in the share of Interlease AD for 2005 compared to its share for 2004. 
The share of UBB on the market of bank services does not exceed the threshold of 35% set in the Law. Along these lines, the considerable number of participants on the market (34) has to be taken into account – this is considered a hindrance with regard to potential anticompetitive actions of the leading banks. 
The CPC has adopted that with regard to the markets of bank activities and financial services under the meaning of the Law on Banks, as well as on the markets of the activities provided by the managing companies, the planned concentration won’t lead to creation or strengthening of dominant position that might considerably hinder competition. 
With regard to the activities on insurance distribution, UBB is expected to carry out, no considerable anticompetitive changes shall be expected to take place. Up to now UBB has not carried out activities within these services and the sales of insurance products on the part of insurance companies is not regarded as an activity that fall within the scope of insurance distribution. Therefore as of the time before the implementation of the concentration, the participating undertakings do not have a share in insurance distribution. 
With regard to insurance markets, the CPC holds that they have to be given the most serious attention, despite the fact that no overlap has been observed in the activities of parent companies with regard to insurance. In this sense, just like for the previously discussed markets the overall market share equals to the market share of the undertakings of the NBG Group, for the insurance market the overall market share is only the share of the respective company of the AIG Group. Taking into account the specificities of the transaction, however, the CPC does not think that this market share reflect the influence that the joint undertakings will have on the markets on which they will operate. The shares of the parent companies reflect the presumed position of the newly established joint undertakings on the relevant market in the cases in which the respective parent companies transfer their activities to the joint undertakings. In this specific case, however, the respective undertaking of the AIG Group shall continue its activities whereas the joint undertaking will only now start activities as it has to be adopted that at first they will not have a share on the market. 
On the market of general insurance the market share of AIG Bulgaria Insurance and Reinsurance Company is (1,36% for 2005 with a declining trend) indicative of the fact that the undertaking is not enjoying dominant position as well as of the lack of possibility for such domination to take place in a short-term perspective. Taking into account the large number (19) of participants on the market, the clearly expressed leadership of DZI – General Insurance AD on the market as well as the distinct group of insurance companies following the leader in terms of market share, a conclusion can be drawn that AIG Bulgaria Insurance and Reinsurance Company EAD does not enjoy dominant position on the relevant market. It is not realistic to assume that in a short-terms perspective the share of the newly established joint undertakings will be of the nature to allow the companies within the AIG Group to dominate the market. The market leader, as well as other leading insurance companies such as ZPAD Allianz Bulgaria, belong to financial holdings including both insurance companies and banks, i.e. the integration that is implemented through the appraised concentration is not new to the finance sector. 
With regard to life insurance, the market share of AIG Life Bulgaria life Insurance Company EAD amounted to 10,16% for 2005 and exhibited a declining trend. This share was with about 2,5 lower compared to the share of the second biggest life insurance company in the country and with about 3 lower than the share of the leader on the market. The two leading companies (DZI AD and ZAD Allianz Bulgaria Life AD) belong to large economic groups. They have gained invaluable experience and have established their positions in the insurance sector. This can be proven by the fact that undertakings belonging to the same group are leaders on the market of general insurance. According to the CPC, all those arguments come to prove that AIG Life Bulgaria Life Insurance Company EAD does not enjoy a dominant position on the market as well as that it is highly improbable for the AIG to acquire such a position as a result of the concentration. 
The CPC has also pointed out that access to UBB distributors’ network will be granted to the newly established joint undertakings. This however does not mean that such access under special conditions will be granted to undertakings that belong to the AIG Group. What is more, there is a legal obstacle in front of UBB to function as an insurance agent to more than one insurance company on the respective insurance market. With a view to the above as well as with a view to the fact that UBB does not enjoy dominant position on the markets of deposits and credits, it shouldn’t be expected that the relations with UBB might influence insurance markets to a degree that might lead to the creation of dominant position on those markets on the part of the companies belonging to the AIG Group, together with the newly established undertakings. 
In this relation it has to be pointed out that the fact that the established insurance undertakings are controlled by the NBG and its economic group and by AIG and its economic group thus achieving integration in the financial sector. This, however, does not mean that those undertakings (belonging to the groups of the two parent companies (NBG and AIG)) will be integrated and will become part of one and the same economic group. The newly established joint undertakings will be jointly controlled by the NBG group and the AIG group and will remain independent from each other. Therefore any future coordination of the conduct of these two groups might fall within the scope of Article 9 and subsequent Articles of the LPC in which case the CPC has the competence to impose sanctions further to the respective proceedings. Any future coordination of the conduct of these undertakings with any other undertaking might also be regarded in the context of Article 9 of the LPC but not as ground for prohibiting the planned transactions. 
As a result of the above arguments, the CPC has established that the planned transaction will not lead to creation or strengthening of dominant position on none of the relevant markets and has unconditionally authorized the concentration.
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