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The graphics on the cover depicts the idea that — with the efforts of the Competition Commission
in its initial years, the culture of fair competition has gradually become rooted in Hong Kong with
“leaves budding” across the full spectrum of its enforcement, policy and advocacy work. We will

continue to strive and thrive with the aim of upholding a level-playing field in Hong Kong, for the
benefit of both consumers and businesses.
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WHO WE ARE

The Competition Commission (Commission) is an independent statutory
body established under the Competition Ordinance (Ordinance) (Cap.
619) which came into full effect on 14 December 2015. The Commission
is committed to promoting a competitive environment that is conducive
to free flow of trade, efficiency and innovation, bringing increased choice
and better quality and lower prices of goods and services to consumers in
Hong Kong.

WHAT WE DO

The objective of the Ordinance is to prohibit agreements, practices and
conduct that prevent, restrict or distort competition, and to prohibit
mergers that substantially lessen competition in Hong Kong. The scope
of application of the Merger Rule is currently limited to mergers involving
undertakings directly or indirectly holding carrier licences issued under the
Telecommunications Ordinance (Cap. 106).

The Commission is tasked with the following functions under the Ordinance:

To investigate conduct that may contravene the competition rules of
the Ordinance and enforce the provisions of the Ordinance;

To promote public understanding of the value of competition and
how the Ordinance promotes competition;

To promote the adoption by undertakings carrying on business in
Hong Kong of appropriate internal controls and risk management
systems and to ensure their compliance with the Ordinance;

To advise the Government on competition matters in Hong Kong and
outside Hong Kong;

To conduct market studies into matters affecting competition in
markets in Hong Kong; and

To promote research into and the development of skills in relation
to the legal, economic and policy aspects of competition law in
Hong Kong.

The Commission’s Vision, Mission and Values embody the spirit in which we
carry out our duties to safeguard competition in Hong Kong by enforcing
the Ordinance.
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About the Competition Commission

VISION

To safeguard a level-playing field for consumers and businesses in Hong
Kong, enhancing economic vibrancy, stimulating innovation and delivering

consumer benefits.

MISSION

To prevent anti-competitive agreements, practices and conduct through
nurturing a culture conducive to competition, advocating compliance and

engaging in effective law enforcement.

VALUES

Independent: We will act independently within the confines of the

law;

Professional: We will take action and make decisions in an impartial,

objective and professional manner;

Transparent: We will make ourselves accessible and accountable for
our decisions and actions; and

Integrity: We will treat all people with respect, protect personal
interests and uphold ethical standards.
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MBBKZLZEE Competition Commission

The year of 2018/19 was a very important and encouraging year for the
Competition Commission with initial successes seen across different
aspects of the Commission’s work. Notably, in less than four years of full
commencement of the Ordinance, the Commission has already brought four
cartel cases before the Competition Tribunal (Tribunal), of which two cases
have been ruled in favour of the Commission, reaching a key milestone for

both the Commission and the Hong Kong competition law regime.

The Tribunal’s judgments in Hong Kong'’s first two competition cases
involving bid-rigging, market sharing and price fixing are very important in
setting legal precedents and providing helpful guidance and clarity on how
the competition rules should be interpreted. We believe that these cases are
just the tip of the iceberg and the Tribunal’s rulings not only send a powerful
warning to businesses that cartel conduct is a blatant violation of the law,
but they also serve as a guide to all sectors as well as relevant authorities on

the proper standards of behaviour under the Ordinance.

While leniency is an important source for overseas competition authorities
to detect cartel conduct, all of the competition cases before the Tribunal
in Hong Kong so far were discovered following direct complaints from
members of the public as a result of our extensive advocacy efforts.

This is a solid testimony to the importance of using advocacy as part of
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Chairperson’s Statement

the enforcement strategy in a young jurisdiction like Hong Kong. The
Commission’s initial cases have also reflected its determination to pursue
perpetrators of anti-competitive conduct which pose the greatest threat to
Hong Kong's economy and consumer welfare. They include subsidiaries of
multinational companies which colluded in rigging bids invited by a well-
known non-governmental organisation and contractors who have been

entrusted with renovation work at public housing estates.

With growing number and complexity of investigations and litigations,
we are grateful for the increased financial support from the government
including a dedicated litigation fund which gives the Commission great
flexibility to take the most effective enforcement measures that are

warranted in any particular case.

In the Commission’s third and fourth cases filed, it has started to bring
enforcement action against individuals involved in cartel conduct targeting
residents of public housing, who are some of Hong Kong’s most vulnerable
consumers. This drives home a deterrent message that both companies and
individuals contravening the Ordinance may expect to face the full force
of the law. In addition to the current cases, a number of other promising
investigations are in the pipeline and the Commission will consider making
use of different remedies, such as issuing warning and infringement notices

as well as accepting commitments besides bringing cases to court.

Following the decision on the liner shipping industry, the Commission has
published another important decision in relation to the banking industry,
which is a cornerstone sector of Hong Kong's economy with widespread
impact. Additionally, the Commission is currently processing an application

for a decision in relation to the pharmaceutical industry.

With our extensive and proactive engagement over the past few years,
competition consideration plays an increasingly important role in the
formulation and execution of public policies and schemes. The Commission
has been gratified to see the government’s growing willingness to reach
out to the Commission during the early stage of formulating new public
initiatives. In the past year, the Commission has stepped up its efforts to
advise the public sector and policy makers and facilitate their assessment
of competition issues. A series of tailored training led by international
competition law and policy experts was conducted for government bureaux
and departments, public bodies, law enforcement agencies and regulators.

In sustaining the momentum, the Commission has also started to engage

ZF #R ANNUAL REPORT 2018/2019
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g MBBKZLZEE Competition Commission

academics from Hong Kong, Australia and the Mainland in a research project
to compare different approaches to competition assessment of policies and
their effectiveness, with the aim of producing practical recommendations

which can be applied to Hong Kong.

Another significant milestone during the year was the launch of the
Commission’s inaugural “Competition Exchange” international conference
last November. As an aspiring agency, this conference has provided a timely
and expedient avenue for Hong Kong to draw knowledge and experience
from others and promote collaboration across sectors and jurisdictions.
It has also reinforced our commitment to facilitating the development of
competition law expertise amongst the local legal fraternity. To sustain
the exchange and sharing, an online portal hosting a resourceful pool of

competition tools and resources was also launched at the same time.

During the year, the Commission continued to engage with a wide spectrum
of audience across the community. Notably, we have launched our debut
micro-movie which was adapted from a winning piece of a social media
competition for tertiary students. The Commission has also begun a series
of roundtables with different business constituencies and sectors under
Chatham House rules to allow candid exchange of views on issues relevant
to competition. In the coming year, the Commission will further its outreach
to provide compliance tools for small and medium enterprises (SMEs) and
in-depth training for law firms currently without competition law expertise,
so that they will be better equipped to handle competition cases for their
SME clients and advise them about their rights and obligations as well as

the extent of the Commission’s powers under the competition law regime.

Before | sign off, | would like to thank our executive arm led by Mr. Brent
Snyder for their hard work and my fellow Commission members for their

wise counsel over the past year.

e it e

Anna WU Hung-yuk
Chairperson

25 September 2019
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The year of 2018/19 saw the Competition Commission rapidly maturing as
an enforcement agency with good progress made across its entire spectrum
of work.

Over the past year, the Commission took its advocacy efforts to the next
level by hosting its inaugural international conference, the “Hong Kong
Competition Exchange’, in November 2018. The two-day Competition
Exchange sparked important discussions on a variety of issues, with over
250 attendees, including guests from 20 countries. The Commission has
benefited greatly from the support of the Hong Kong community as well as
the generous sharing of more established competition authorities over the
years, and the Competition Exchange was an initiative to start a dialogue on
competition issues of local importance as well as make a small contribution
back to the competition community as we move to the next stage of
development. A brand new online competition resource was also unveiled at
the conference aiming to provide competition information and materials for

Hong Kong and the international competition community.

Locally, the Commission continued its momentum in reaching out to
the community during the year. Riding on the winning piece of its 2018
social media contest for university students, the Commission launched its
debut micro-movie on market sharing and price fixing last November. The
movie was very well-received across various online and outdoor platforms

and reached a wide, diverse audience. In addition to hosting dozens of

F R ANNUAL REPORT 2018/2019
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MBBKZLZEE Competition Commission

exhibitions, seminars and engagement meetings, the Commission started
a sectoral business outreach initiative and held roundtable discussions
in the first quarter of 2019 to facilitate bilateral communications on
competition issues with the procurement and human resources sectors. We
plan to continue holding other topical roundtables to spur open discussion
on important sectoral issues. In the coming year, the Commission will also
carry on its creative multi-faceted approach to public education while
seeking to further its outreach to businesses with a focus on small and
medium enterprises (SMEs) and law firms without competition practices
to provide them with some practical competition training and compliance
tools.

On the public advisory front, the Commission published its third advisory
bulletin in April 2018 to alert employers, employees and human resources
professionals of potential competition risks in the employment market.
The advisory bulletin was issued in response to information, queries
and complaints about employment-related practices, such as wage
collusion, non-poaching agreements and exchanges of sensitive employee
compensation and benefit information. The advisory bulletin successfully
raised awareness of relevant stakeholders and contributed to the promotion
of compliance in the labour market.

During the year, the Commission also saw a growing trend of being
consulted by government and public bodies at earlier stages of the
regulatory process, which gave the Commission an opportunity to more
effectively advise on a variety of competition issues and regulatory
schemes. To further assist the public sector and policy makers in identifying
and assessing the competition risks and impacts of public policies and
initiatives, the Commission published a tailor-made guide to the Ordinance
for the public sector in May 2018 and followed it up with a series of
focused training sessions led by international competition law experts in
September 2018. The first of a series of anticipated follow-up sessions was
conducted earlier this year on competition issues relating to disruptive
innovation and technology. Going forward, the Commission will continue
to play an active advisory role and further coordinate with the public sector
during the early stages of policy making and public schemes formulation.

With respect to enforcement, the Commission’s staff is working hard, gaining
experience, and taking on investigations of growing complexity across a
variety of sectors. In September 2018, the Commission brought its third
case to the Tribunal, and it was also the first time the Commission named
individuals as respondents, seeking both pecuniary penalties and director
disqualification. To enhance the deterrent effect of its work, the Commission
will continue to pursue the liability not only of culpable businesses but also
individuals involved in contraventions of the Ordinance. The Commission will
also seek deterrent remedies with an aim to encourage compliance.
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CEQO’s Statement

In advancing investigations that are growing in number, variety and
complexity, the Commission has been actively strengthening its
investigative capabilities by continued capacity and expertise building as
well as by developing in-house forensic IT capabilities. We plan to keep the

momentum going.

It was also a busy year for applications for decision from the business sector.
In response to an application from the banking sector, the Commission
published its first Decision in October 2018 finding that the Code of
Banking Practice is not excluded from the First Conduct Rule by the legal
requirements exclusion in the Ordinance. The Commission is now processing
an application for a decision from the Hong Kong Association of the
Pharmaceutical Industry regarding the collection and distribution by survey
of certain data on particular pharmaceutical products.

Last but not least, at the time of writing, the Commission has gladly
welcomed the judgments handed down by the Competition Tribunal in its
first two enforcement actions. The outcomes were largely in favour of the
Commission, with 14 of 15 named respondents in the two cases found to
have contravened the Ordinance. Although both judgments have been
appealed by certain of the respondents at the time of writing, the Tribunal
rulings are very encouraging and set important foundational precedents that
provide guidance for the Commission’s enforcement work as well as for the
business and legal communities.

Before | sign off, | would like to express my gratitude for the sage advice,
commitment and support of the Chairperson and Commission Members and
for the dedicated and wonderful work of the Commission staff in effectively
discharging the Commission’s duties with remarkable initial results. We also
greatly appreciate the continuing support of the Commerce and Economic
Development Bureau.

Brent SNYDER
Chief Executive Officer

25 September 2019
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Highlights of the Year
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ENFORCEMENT

KB RGEIETY 709 RIFFREH @ I 28 REAZXETT
NHh / HE
Received and processed 709 enforcement contacts, 28 cases

were escalated to the Initial Assessment / Investigation
phases

ABRFERBHRARE=REN  BXERENAL
HWEE

Filed third case before the Competition Tribunal, pursuing
liability of individuals for the first time

BERER

ADVISORY

BFEBBARETEAEMEHRF ARGPHERES
B 4BARRRESHETRE  RATER (G
1151 )

Competition Tribunal ruled in favour of the Commission
in Hong Kong’s first two competition cases, 14 companies
convicted of cartel conduct

M (ERITEETR) AMEEBRE / BRrRE
Published first decision relating to exclusions and
exemptions concerning the Code of Banking Practice

AT 30 IMAHBUER RETEIRET R ASHEIBIRHTE
Provided advice to the Government and public bodies on
around 30 public policies and initiatives

HARAEFRA GRFEGI) HE5R
Published a guide to Competition Ordinance for the public
sector

=1L

ADVOCACY

MEETZABENRFERIRERAS
Published an advisory bulletin on the potential competition
risks in the employment market

BN BB RS I EEREENE A
Conducted tailored training courses led by competition law
experts for the public sector

Bty 70 ZHTRAKNES) - BZEBitEER
Conducted 70+ engagement events reaching different
sectors across the community

HHEMERNESR  BANDTEREEEE
Launched a debut award-winning micro-movie on market
sharing and price fixing

BIEEENEEHHES LMERIA
Scored 7 awards for different outreach and publicity
initiatives

ﬂ MBBKZLZEE Competition Commission

StefE T EARFERE  BREE 0 THEEHNE
¥R REFRRHRTREEAEERREERMH
Hosted the inaugural “Competition Exchange” international

conference and established an online portal to promote
exchange of expertise across sectors and jurisdictions

AREBL T IEREHETIRFI ST
Concluded a social media advocacy contest targeting
university students
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Competition Ordinance at a Glance

HETENRBIRIE ENSURING A LEVEL-PLAYING FIELD

EEBMNTETESHEASERTEENE Competitive markets lead to better prices, products and choice for
B EREEE TANE (BRE&/NED everyone, with greater opportunities for businesses, in particular smaller
%) BHEFEZEATMSERIEREEES - ones, to enter and expand in new markets.

EEREIWR REEIAILT 0 MR ELEFEBIR Competition drives efficiency and innovation, and directs businesses to
HEREENAEER TR EEEBENEX - meet consumer demands by providing the right product at the right price.

2015 F 12 B 14 B » (EEREH) 2EER - On 14 December 2015, the Competition Ordinance (Ordinance) came into

&E)Y STERESEFBRE  AERERE full effect. The Ordinance seeks to protect the process of competition,
(&g SR EEE R ARENEEFETE A and does so by making certain business practices which undermine this
EBIEITE - process illegal.

® (23) BHEERANEHERRNTRIERAT (IEH) Re31E -
The Guidelines provide guidance on how the Commission and the Communications Authority intend to interpret and give effect to the provisions
of the Ordinance.

EBETEBNEES (&F) > st e BEHEfE With a view to helping businesses comply with the Ordinance, the
BEIEE GBIHE) Big (8H) BHTLLTF Commission and the Communications Authority (CA) have issued six

NBFESE| Guidelines under the Ordinance:
(E—17A<FRIE5]) . Guideline on the First Conduct Rule
(E_17A<FEIES]) . Guideline on the Second Conduct Rule
(& H<FEIFES]) . Guideline on the Merger Rule
(1%ER4E51D . Guideline on Complaints
(FREES1D . Guideline on Investigations

(IRYE (BESE(EM)) 2B 9 18R 55 24 & (8 . Guideline on Applications for a Decision under Sections 9 and 24
FeREAtR ) ERESSRTELIRES 15 (&R E (Exclusions and Exemptions) and Section 15 Block Exemption Orders
BB m <185

ELtiEE| AR e KiBEIN BN A2 B R 1T The Guidelines provide guidance on how the Commission and the CA
CI&Em)) 12{HB|E - intend to interpret and give effect to the provisions of the Ordinance.
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Competition Ordinance at a Glance
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First Conduct Rule

The First Conduct Rule (FCR) prohibits undertakings from making or giving
effect to agreements and decisions of associations of undertakings or
engaging in concerted practices that have the object or effect of harming
competition in Hong Kong. Agreeing with competitors to cooperate rather
than compete risks contravening the FCR.

Key points:

The Guideline on the First Conduct Rule provides detailed guidance
on a range of agreements and practices to enable businesses to self-
assess their behaviour and relationships so as to avoid contravening
the FCR.

Serious anti-competitive conduct is an important defined term
in the Ordinance. If conduct contravening the FCR is not serious
anti-competitive conduct, the Commission must afford parties an
opportunity to correct their conduct by issuing a Warning Notice
prior to bringing proceedings in the Competition Tribunal (Tribunal).
The Ordinance defines serious anti-competitive conduct to mean
four broad types of conduct:

X Price fixing

X Market sharing

X Output restrictions
X Bid-rigging

The FCR prohibits a range of other agreements which may be harmful
to competition but may not be serious anti-competitive conduct.
The Guideline on the First Conduct Rule provides detailed analysis of,
for example, the activities of trade associations and industry bodies,
certain forms of joint ventures, franchising agreements and selective
distribution arrangements. These practices may be quite common
in a market and may often be pro-competitive. However in certain
contexts, these agreements may have the effect of preventing,
restricting or distorting competition.

The Ordinance has built in a “safe harbour” for small and medium
enterprises (SMEs) under the FCR. Agreements, concerted practices,
and decisions of associations of undertakings (other than those that
involve serious anti-competitive conduct) are excluded from the FCR
as "agreements of lesser significance” where the combined turnover
of the undertakings involved does not exceed HK$200 million for the

relevant turnover period.
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Competition Ordinance at a Glance

Second Conduct Rule

Under the Second Conduct Rule (SCR), businesses with a substantial
degree of market power are prohibited from abusing that power by
engaging in conduct that has the object or effect of harming competition.
Certain conduct engaged in by businesses with substantial market power
can have the object or effect of excluding competitors from the market,
thereby limiting choices available to consumers. Conduct engaged in
by undertakings whose turnover does not exceed HK$40 million for the
relevant turnover period is excluded from the SCR. Having turnover over
this threshold does not imply that an undertaking has a substantial degree
of market power in a market.

The Guideline on the Second Conduct Rule provides detailed analysis
of business practices that are commonly associated with the SCR. These
include, for example, predatory pricing; tying and bundling; and refusal to
deal. The Guideline also sets out the Commission’s approach to defining
the relevant market (which is also relevant to the FCR and the Merger Rule).

The Merger Rule

Mergers that have or are likely to have the effect of substantially lessening
competition in Hong Kong are prohibited under the Ordinance. The scope
of application of the Merger Rule is currently limited to mergers involving
an undertaking directly or indirectly holding a carrier licence issued under
the Telecommunications Ordinance (Cap. 106). The Merger Rule does not
apply if the economic efficiencies from the merger outweigh the harm
caused to competition. Businesses may apply for a decision from the CA as
to whether their mergers are excluded from the Merger Rule.

The Guideline on the Merger Rule provides an overview of the key concepts
used by the Commission in relation to the Merger Rule; the different
analytical tools used to assess mergers; and the different applicable
exemptions.

ENFORCING THE ORDINANCE

The Commission will exercise its discretion to direct its resources to the
investigation and resolution of matters that provide the greatest overall
benefit for Hong Kong’s businesses and consumers. The Guidelines on
Complaints and Investigations provide guidance on how the Commission
will handle complaints and outline the procedural steps and protections
which apply in the investigation of a matter. Details on the Commission’s
core principles when investigating cases and prioritising enforcement can
be found in the Commission’s Enforcement Policy.

F R ANNUAL REPORT 2018/2019
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Institutional arrangements

The Ordinance adopts a judicial enforcement model to separate the powers
of investigation and enforcement (by the Commission) from those of
adjudication of alleged contraventions and imposition of penalties (by the
Tribunal). The Tribunal is empowered to impose a broad range of remedies
for contraventions of a competition rule, including pecuniary penalties
and director disqualifications. The Tribunal also has jurisdiction to review
certain types of decisions made by the Commission and to hear “follow-on
claims” for damages by victims of anti-competitive behaviour.

Further information on the Tribunal is available on the Tribunal’s website at

www.comptribunal.hk.

The Ordinance provides that the CA has concurrent jurisdiction
with the Commission in respect of the investigation and bringing of
enforcement proceedings for competition cases in the broadcasting and
telecommunications sectors. A Memorandum of Understanding (MoU)
between the Commission and the CA sets out, among other things,
the manner in which the two authorities will cooperate and pursue
enforcement actions relating to the concurrent jurisdiction.

Core principles in conducting and resolving investigations

As detailed in the Guideline on Investigations and the Commission’s
Enforcement Policy, in relation to all investigations, the Commission:

Will not comment on matters it may or may not be considering or
investigating, except in exceptional circumstances or to correct the
public record where details of the Commission’s investigation have
been made public by third parties;

Will conduct investigations in an efficient and timely manner. The
Commission notes, however, the length of investigations will differ
depending on the complexity of the matter, the availability of
evidence and the cooperation of the parties concerned;

Will consider the full range of potential remedies available to
the Commission, including genuine offers from parties under
investigation to immediately address the Commission’s concerns;

Will inform complainants in writing of the outcome of an

investigation; and

Will be transparent with the outcomes of investigations and make
them public in accordance with the Ordinance.
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Competition Ordinance at a Glance

Remedies

To encourage compliance with the competition rules, the Ordinance
provides a range of remedies which the Commission can seek. The
Guideline on Investigations provides guidance on the possible outcomes of
an investigation. After an investigation by the Commission, the Commission
may conclude that no further action is warranted. Alternatively, the

Commission may:

. Issue Warning Notices, Infringement Notices or accept commitments
in response to conduct the Commission considers may contravene

the Ordinance.

. Commence proceedings in the Tribunal seeking remedies including
a pecuniary penalty of up to 10% of an undertaking’s annual Hong
Kong turnover per contravention for a maximum of three years
during the course of the contravention(s), orders requiring people
to pay a pecuniary penalty or disqualifying them from serving
as director of a company, orders requiring payment of damages
to any person who has suffered loss or damage as a result of the
contravention or other orders to cease and remedy the contravention

atissue.
. Refer the matter to a Government agency or conduct a market study.
Leniency

One of the key tools used by competition authorities around the world to
deter and detect cartels are leniency policies that provide immunity from
prosecution and/or penalty for the first business to inform the competition
authority of their involvement in a cartel.

The Commission’s Leniency Policy for Undertakings Engaged in Cartel
Conduct (Leniency Policy) provides an overview of the Commission’s
approach to leniency applications as well as a template leniency

agreement.

Pursuant to the Leniency Policy, in exchange for a cartel member’s
cooperation, the Commission will undertake not to commence proceedings
for a pecuniary penalty against the first cartel member who reports cartel
conduct to the Commission and enters into a leniency agreement with the
Commission. The Commission will extend this leniency to current officers
and employees of the cartel member and specifically named former
officers or employees and current and former agents of the cartel member
who cooperate with the Commission.

ZF #R ANNUAL REPORT 2018/2019
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Cooperation

Undertakings which do not benefit from leniency under the Commission’s
Leniency Policy can opt to cooperate with the Commission’s investigation
pursuant to the Commission’s Cooperation and Settlement Policy for
Undertakings Engaged in Cartel Conduct (Cooperation Policy).

Under the Cooperation Policy, where an undertaking cooperates with the
Commission’s investigation, including by entering a cooperation agreement
with the Commission and agreeing to jointly apply for a consent order
before the Tribunal, the Commission will agree to apply a cooperation
discount of up to 50% off the pecuniary penalty recommended to the
Tribunal. The level of cooperation discount will depend on the order in
which the undertakings agree to cooperate in a particular investigation
and the timing, nature, value and extent of cooperation provided.

The Cooperation Policy also provides for a “Leniency Plus” system, whereby
an undertaking cooperating with the Commission in relation to one
cartel enters into a leniency agreement with the Commission in relation
to a second cartel. Under Leniency Plus, the Commission will apply an
additional discount of up to 10% off the recommended pecuniary penalty
to the first cartel.

EXEMPTIONS AND EXCLUSIONS

Schedule 1 to the Ordinance provides for a number of exemptions and
exclusions. In summary, the main exclusions apply to:

. Agreements enhancing overall economic efficiency;

. Agreements or conduct undertaken in order to comply with a legal

requirement;

. Undertakings entrusted by the Government with a service of general

economic interest;
. Agreements or conduct resulting in a “merger”;

. Agreements or conduct of “lesser significance” (as explained above,
agreements between undertakings are excluded from the FCR if the
combined turnover of the undertakings does not exceed HK$200
million for the turnover period, and conduct engaged in by an
undertaking with turnover not exceeding HK$40 million for the
turnover period are excluded from the SCR).
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Competition Ordinance at a Glance

Each of these exclusions applies automatically without the need for a prior
determination by the Commission. The Guidelines on the FCR, the SCR
and on Applications for Decisions under Sections 9 and 24 (Exclusions
and Exemptions) and Section 15 Block Exemption Orders have provided
detailed guidance on the Commission’s interpretation of these exclusions.
Undertakings may self-assess their conduct against the exclusions in
Schedule 1 to the Ordinance to determine if the relevant exclusion
applies. However, for increased legal certainty, undertakings can in certain
circumstances apply to the Commission for a decision as to whether an
agreement or conduct is exempt or excluded from the application of the

competition rules.

In addition, the Commission can issue block exemption orders to exempt
a category of agreements from the FCR, either on the application of an

undertaking or on the initiative of the Commission itself.
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Corporate Governance

The Commission is committed to high standards of corporate governance in
conducting its duties in the best interest of the public and its stakeholders. It
strives to enhance the effectiveness of the management of the organisation,
ensure its accountability to the public and transparency of its operations
through the disclosure of appropriate information on its operation and
governance. The Commission abides by the Ordinance which governs
many aspects of its operations and the supporting functional committees.
It also adopts appropriate principles and best practices including control
mechanisms, codes of conduct and corporate governance arrangements
that are applicable to public bodies.

COMMISSION MEMBERS (AS AT 31 MARCH 2019)

The Commission exercises the functions as provided in the Ordinance. It
oversees the work of the executive arm of the Commission and approves
all major decisions. As at the end of March 2019, the Commission has a
Chairperson and 14 Members, who were appointed by the Chief Executive
of the HKSAR for a period of two years. Commission Members are drawn
from different fields, including those who have relevant expertise and
experience in industry, commerce, economics, law, SMEs, accounting,

finance and consumer protection.
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CHAIRPERSON
Ms. Anna WU Hung-yuk, GBS, JP

Ms. Anna Wu is a lawyer admitted to the Law Society's
Roll of Honour. She is the current and founding chair of
the Competition Commission. She stepped down as a
member of the Executive Council on 1 July 2017 having
served since January 2009. She was a member of the
Legislative Council and initiated the Equal Opportunities
Bill, the first private member’s bill covering a whole area
of policy. She previously chaired the Mandatory Provident
Fund Schemes Authority, the Equal Opportunities
Commission, the Consumer Council and the Operations
Review Committee of the Independent Commission
Against Corruption. Ms. Wu was also a member of the
Law Reform Commission and the Hospital Authority
and a Director of the Hong Kong Mortgage Corporation
Limited and the Securities and Futures Commission.
She is an honorary fellow and honorary professor of the
University of Hong Kong and has recently joined its Law
and Technology Centre. She is also a global advisor of the
University of California, Los Angeles.

MEMBERS
Member, Chairperson of Staff Committee

Mr. Michael HUI Wah-kit, MH, JP

Mr. Michael Hui is the Managing Director of Freedom
Industrial Corporation Ltd. He is the Vice President
of the Hong Kong Chinese Importers’ & Exporters’
Association, Chairman of the Import & Export Industry
Training Advisory Committee and the Small & Medium
Enterprises Committee, Council member of the Hong
Kong Trade Development Council, and a member of the
Programme Management Committee of the Dedicated
Fund on Branding, Upgrading and Domestic Sales (BUD
Fund) (Enterprises Support Programme). Mr. Hui was the
Chairman of the Hong Kong United Youth Association,
Central Policy Unit’s Part-time Member, Council member
of the Hong Kong Baptist University and member of
the Greater Pearl River Delta Business Council, the West
Kowloon Cultural District Authority Consultation Panel, the
Harbour Front Enhancement Committee and the Hong
Kong Export Credit Insurance Corporation Advisory Board.
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Corporate Governance

Member, Chairperson of Finance and
Administration Committee

Dr. Anthony William SEETO Yiu-wai

Dr. Seeto is a telecommunications engineer by profession.
He is the Chairman of his own investment company
and the Director of IW Management Services Ltd.
Dr. Seeto is also a member of the Communications
Authority, Chairman of its Telecommunications Affairs
Committee, and a Fellow of the Hong Kong Institute of
Directors. He was an executive committee member of the
Communications Association of Hong Kong and the Hong
Kong IT Federation, a member of the Telecommunications
Users and Consumers Advisory Committee of the Office
of the Communications Authority and the Chairman of
the Technology Committee of the Australian Chamber of
Commerce Hong Kong and Macau.

Member, Chairperson of Enforcement
Committee

Mr. KWOK Kwok-chuen, BBS, JP

Mr. Kwok is the Director of the AsiaGlobal Fellows
Program of the Asia Global Institute, and an Honorary
Senior Research Fellow at the Faculty of Business and
Economics of The University of Hong Kong. He is a
member of the Hong Kong Maritime and Port Board, the
Aviation Development and Third-runway System Advisory
Committee, the Steering Committee and Investment
Committee of the HKSAR Government Scholarship Fund,
and an Independent Non-Executive Director of Sunevision
Holdings Ltd. and DBS Bank (Hong Kong) Ltd. Mr. Kwok
was the Government Economist for the Hong Kong SAR
Government, and the Regional Chief Economist for East
Asia of Standard Chartered Bank.
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Mr. Samuel CHAN Ka-yan, JP

Mr. Samuel Chan is a practising barrister and has served in
various advisory and statutory bodies. He is the incumbent
Vice-Chairman of the Consumer Council, Chairman of
its Legal Protection Committee and former Chairman of
the Competition Policy Committee. Mr. Chan is currently
a Non-Executive Director of the Independent Insurance
Authority, Deputy Chairman of the Town Planning
Appeal Board and Member of the Telecommunications
(Competition Provisions) Appeal Board. He is also a Fellow
of the Chartered Institute of Arbitrators and the Hong
Kong Institute of Arbitrators.

Prof. K. C. CHAN, GBS, JP
(Since 1 May 2018)

Professor Chan is Adjunct Professor and Senior Advisor
to the Dean at the Hong Kong University of Science and
Technology (HKUST) Business School. He was appointed
as Secretary for Financial Services and the Treasury of the
Government of the Hong Kong Special Administrative
Region from July 2007 to June 2017. Prior to that, he was
Dean of Business and Management in the HKUST. Before
joining the HKUST Business School in 1993, Professor Chan
had spent nine years teaching at Ohio State University in
the United States.

Professor Chan received his bachelor's degree in economics
from Wesleyan University and his M.B.A. and Ph.D. in
finance from the University of Chicago. He specialised in
assets pricing, evaluation of trading strategies and market
efficiency and has published numerous articles on these
topics.

Professor Chan held a number of public service positions
including Chairman of the Consumer Council, Director
of the Hong Kong Futures Exchange, and Member of the
Commission on Strategic Development, Commission on
Poverty, the Exchange Fund Advisory Committee, the
Hang Seng Index Advisory Committee, and the Hong
Kong Council for Academic Accreditation. He was former
President of the Asian Finance Association and President of
Association of Asia Pacific Business Schools.
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Ms. Jennifer CHAN Pui-kwan
(Since 1 May 2018)

Ms. Jennifer Chan is Chairman of DT Capital Ltd. She also
holds advisory positions in various institutions. At present,
she is one of the General Committee members of the Hong
Kong General Chamber of Commerce (HKGCC) as well as
Chairman of Women Executive Club and Vice Chairman
of Europe Committee of the HKGCC. In addition, she is
an Adviser for Les Beatitudes which is a social enterprise
that supports the underprivileged who want to work in a
more flexible arrangement while taking home with some
earnings. As recognition of her achievements, Ms. Chan
has received numerous awards in China, Hong Kong and
the Netherlands, amongst which she was selected as one
of“China’s 100 Outstanding Female Entrepreneurs”in 2010.

Mr. Joe CHAU Kwok-ming
(Since 1 May 2018)

Mr. Joe Chau is the Managing Director of Reer Garment
Manufactory Limited and Reer Asia Limited. He is the
President of The Hong Kong General Chamber of Small
and Medium Business, Chairman of Advisory Committee
of College of International Education, School of Continuing
Education, Hong Kong Baptist University and member of
Hong Kong Trade Development Council Belt and Road
Committee SMEs and Younger Generation working group
as well as the Small and Medium Enterprises Committee
of the Trade and Industry Department. Mr. Chau was the
Vice-Chairman of the Import/Export and Wholesale Trades
Training Board of Vocational Training Council, and member
of the Hong Kong Trade Development Council Garment
Advisory Committee.
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The Hon Dennis KWOK Wing-hang
(Since 1 May 2018)

Mr. Dennis Kwok Wing-hang is a member of the Legislative
Council representing the legal profession in Hong Kong.
He was elected in 2012 and then re-elected in 2016. He
is currently the Executive Committee Member (Party
Development) of the Civic Party and the Convenor of The
Professionals Guild. Mr. Kwok is a founding member of the
Civic Party, The Professional Commons (a think-tank on
public policies) and The Professionals Guild (an alliance
formed among functional constituency Members in the
Legislative Council). He was also a non-executive director
(non-official) on the Board of the Urban Renewal Authority
from 2012 to 2016. He is currently serving as a member
of the Competition Commission, a member of the Hong
Kong Housing Authority, and a director of the Hong Kong
Mortgage Corporation Limited.

Mr. Kwok graduated from King's College London in 1999
where he received his LLB. He was admitted as a solicitor
in the High Court of Hong Kong in 2002 and to the Roll
of Solicitors of England and Wales in 2003. He was called
to the Hong Kong Bar in 2006. Mr. Kwok was trained and
worked as a solicitor at an international law firm Herbert
Smith for five years. His current practice as a barrister
focuses on civil cases, international arbitration and judicial
review.

Ms. Rachel LAM Yan-kay, SC
(Since 1 May 2018)

Ms. Rachel Lam is a practising barrister, focusing on
insolvency matters, company and commercial litigation,
and securities law. She is qualified in three jurisdictions -
Hong Kong, England & Wales, and New York State — and
has practised in Hong Kong since 2005. She serves on
the Committee on Companies Law of the Hong Kong Bar
Association. She is also a contributing author on a number
of practitioner’s texts in company law and litigation. In
addition to her practice as a barrister, she is a member
on the board of Viva Network (Hong Kong) Limited, a
charitable organisation focusing on child welfare. She
is also a member and part of the Executive Committee
of Invenio Foundation Limited, a charitable foundation
whose primary purpose is to support students in their
education.
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Mr. Alan LUI Siu-lun
(Since 1 May 2018)

Mr. Alan Lui Siu-lun is now Chief Marketing Officer with
Fusion Bank. He is currently a member of the Hong Kong
Housing Authority, Trade and Industry Advisory Board,
Consumer Council and Competition Commission. Mr. Lui is
also a member of the Standing Committee on Disciplined
Services Salaries and Conditions of Service.

Mr. Roy NG Chun-tat
(Since 1 May 2018)

Mr. Roy Ng graduated from University of California,
Berkeley. He began his retail career in San Francisco. Mr.
Ng returned to Hong Kong in 1988 and has accumulated
30 years of retail management experience. With his
international background, Mr. Ng has led multi-national
retail groups and developed brands covering international
and Asia Pacific markets. He was awarded the corporate
governance award by the Chief Secretary of HKSAR.
Other retail awards include: The Service for Excellence
Award for retail business achievement; The Hong Kong
Retail Management Association Customer Service Award;
The Best Turnaround Award for warehouse and logistics
operation improvement; The Best Customer Service Award
in the skincare and cosmetics industry. At present, Mr. Ng's
businesses encompass Retail, Technology and Medicine.

Prof. SUEN Wing-chuen, JP

Professor Suen graduated from the University of Hong
Kong, and went on to obtain his doctorate degree from the
University of Washington. After completing post-doctoral
research at the University of Chicago, Professor Suen
returned to his alma mater in 1989, and currently holds the
position of Chair of Economics at the Faculty of Business
and Economics. He has also held research or teaching
positions at Simon Fraser University, Harvard University
and the Chinese University of Hong Kong. Professor Suen
has published two books and more than forty academic
papers. He is an associate editor of two journals - the
Pacific Economic Review and Economics E-Journal — and is
the programme leader of the Human Resources Research
Programme of the Hong Kong Institute of Economics and
Business Strategy. His public service includes membership
in the Transport Advisory Committee.
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Ms. Sandy WONG Hang-yee, JP
(Since 1 May 2018)

Ms. Sandy Wong is a consultant at Liau, Ho & Chan, and
former consultant and Head of Legal of Maxim's Caterers
Limited. She is the Past President of Hong Kong Federation
of Women Lawyers and current Chair of its Women'’s Rights
Committee, Anti-Human Trafficking Committee, Co-
chair of Law Reform Committee and Charity Committee.
She is advisor to The Alumni Association of the School of
Law of the City University of Hong Kong and Institute of
Active Ageing of Hong Kong Polytechnic University. She
is a director of Legal Education Trust. She is a member of
Social Enterprise Advisory Committee, Town Planning
Board, Steering Committee on Review of the Regulation of
Private Healthcare Facilities, Audit Committee of the West
Kowloon Cultural District Authority, the Chinese Medicine
Practitioners Board, Hong Kong Council on Smoking and
Health, a council and court member of Hong Kong Baptist
University, and Vice Chair of Human Organ Transplant
Board.

Mr. Tony YUNG Kam-fai
(Since 1 May 2018)

Mr. Tony Yung is a biotechnology practitioner and
entrepreneur in Hong Kong. He received his biotechnology
education in the Chinese University of Hong Kong and the
Prince of Wales Hospital, specialising in genetics and cancer
research. He has extensive experience in technology
business investment, medical product development
and technology licensing in the Greater China region.
He was the General Manager of Xcelom, a family care
biotechnology company in the Hong Kong Science Park.
He was also the Co-founder and former CEO of Sanomics, a
cancer management company. Mr. Yung joined GRAIL, Inc.
in 2018, a US-based biotechnology company, as Managing
Director of Asia Business and Market Development. Mr.
Yung is the Director of Oxford Venture Capital (Greater
China) Limited and a Fellow of the Hong Kong College of
Health Service Executives.
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FUNCTIONAL COMMITTEES

To facilitate the Commission’s work, two working committees were
established in May 2013, namely, the Staff Committee (SC) and the Finance
and Administration Committee (FAC). With the full commencement of
the Ordinance in December 2015, the Enforcement Committee (EC) was
established to perform such functions of the Commission as the Commission
delegates to it and to advise the Commission on enforcement matters.
These committees meet from time to time and report their work to the

Commission.
Enforcement Committee

The EC is chaired by a Member of the Commission, with eight other Members
on the Committee. The Committee exercises a number of functions in
relation to the investigation of conduct that may contravene the conduct
rules in the Ordinance and applications for a Commission decision.

Functions

. Overseeing and assisting with establishing priorities for investigations
into possible contraventions of the conduct rules with a view to
deciding whether to:

i. Enter into a leniency agreement with any person under section
80 of the Ordinance;

ii. Accept a commitment from any person to address competition
concerns about a possible contravention of the conduct rules
under section 60 of the Ordinance;

ii.  Otherwise settle an investigation in the Investigation Phase* by
seeking a commitment, issuing a warning letter or by any other

informal means;

iv.  Discontinue or close an investigation in the Investigation Phase
for any reason on the basis of the Commission’s discretion under
the Ordinance;

V. Issue a warning notice under section 82 of the Ordinance in
respect of an alleged contravention of the First Conduct Rule;

* Where the Commission investigates an alleged contravention of a conduct rule, it will
generally do so in two phases: (i) an Initial Assessment Phase; and (ii) an Investigation Phase.
For further information on the Investigation Phase of a Commission investigation, see Part 5
of the Commission's Guideline on Investigations.
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Considering and making decisions on applications for a decision
under section 9 and/or section 24 (Exclusions and Exemptions) of the
Ordinance; and

Advising the Commission on any enforcement related matters which
the Commission might refer to it.

While the Commission has delegated certain of its powers to the Enforcement

Committee as outlined above (“Delegated Powers”), only the Commission

may exercise the following non-delegable powers:

The power to issue an infringement notice under section 67 of the
Ordinance;

The power to make an application to the Competition Tribunal under
section 92 of the Ordinance for the imposition of a pecuniary penalty;

The power to make an application to the Competition Tribunal under
section 94 of the Ordinance for any other order which the Competition
Tribunal might make against a person; and/or

The power to issue a block exemption order under section 15 of the
Ordinance.

Should it so wish, the Enforcement Committee may refer any matter within

the scope of the Delegated Powers to the Commission for a decision.

Membership list (as at 31 March 2019)

Mr. KWOK Kwok-chuen, BBS, JP (Chairperson)
Mr. Samuel CHAN Ka-yan, JP

Prof. K. C. CHAN, GBS, JP

Ms. Jennifer CHAN Pui-kwan

Mr. Joe CHAU Kwok-ming

The Hon Dennis KWOK Wing-hang

Ms. Rachel LAM Yan-kay, SC

Ms. Sandy WONG Hang-yee, JP

Ms. Anna WU Hung-yuk, GBS, JP
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Finance and Administration Committee

The FAC is chaired by a Member of the Commission, with four other
Members on the Committee. The Committee formulates principles and
guidelines governing financial and administrative matters, including financial
management control, accounting procedures and general administration
management.

Functions

. To formulate principles and guidelines governing administrative and

financial matters;

. To advise the Commission on the investment objectives and strategies,
having regard to such classes of investment as the Financial Secretary
may specify in writing;

. To review and make recommendations on the draft Annual Estimates
of Expenditure of the Commission;

. To review the draft statements of accounts of the Commission;

. To review the audit reports, audit findings and monitor the
implementation of actions arising from the audit reports;

. To review the draft annual report on the activities of the Commission;

. To make recommendations to the Commission in respect of the
appointment of an auditor;

. To advise, and to approve proposals, on matters in relation to the
leasing or acquisition of the Commission’s office accommodation;

. To advise, and to approve proposals each with an estimated value not
exceeding $5 million, on procurement matters, with the exception of
procurement matters under the purview of the Staff Committee;

. To consider policy issues pertaining to financial management control,
accounting procedures and general administration of the Commission
and make recommendations to the Commission; and

. To consider any other administrative and financial matters referred to
it by the Commission.

Membership list (as at 31 March 2019)

Dr. Anthony William SEETO Yiu-wai (Chairperson)
Ms. Jennifer CHAN Pui-kwan

Mr. Joe CHAU Kwok-ming

Mr. Alan LUI Siu-lun

Ms. Sandy WONG Hang-yee, JP
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Staff Committee

The SCis chaired by a Member of the Commission, with three other Members
on the Committee. The Committee formulates principles and guidelines
governing human resources management matters, including recruiting staff

to the executive arm of the Commission and staff management.

Functions

To formulate principles and guidelines governing human resources

management matters including promotion and disciplinary matters;

To decide on remuneration packages, terms and conditions of
employment of staff for posts below the Chief Executive Officer level,
unless otherwise decided by the Commission;

To consider and approve recommendations of selection boards and
other matters related to the appointment, further employment or
termination of service in relation to staff below the level of Executive
Director;

To advise, and to approve proposals each with an estimated value
not exceeding $5 million, on procurement matters related to staff
management or staff recruitment;

To consider policy issues pertaining to human resources management
and make recommendations to the Commission; and

To consider any other staffing matters and human resources
management issues referred to it by the Commission.

Membership list (as at 31 March 2019)

Mr. Michael HUI Wah-kit, MH, JP (Chairperson)
Mr. Samuel CHAN Ka-yan, JP

The Hon Dennis KWOK Wing-hang

Prof. SUEN Wing-chuen, JP
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REEREETEE COMMISSION AND COMMITTEE MEETINGS
HREBEEEARN BEEZBM7T 8 XEE o %  Intheyear under review, a total of 8 Commission meetings were convened.
FEMEEERITHEES  HRBET S NX The EC and FAC convened a total of 5 and 3 meetings respectively.
B3I nESR  REENHERLERYIRAOT : Attendance records of Members are shown as follows:
RS REEEREERS Attendance Record of Competition Commission Meetings
201848 E201953 8 (H8REH) April 2018 to March 2019 (8 meetings)
73] HERE
Member No. of times present
ML ER L Ms Anna WU Hung-yuk 8
PRI AR Prof K.C. CHAN 7
PR B o4 Mr Samuel CHAN Ka-yan 6
PRIAE 2+ Ms Jennifer CHAN Pui-kwan 7
BEIARSTE Mr Joe CHAU Kwok-ming 8
SFEMGEE Mr Michael HUI Wah-kit 6
e e Mr KWOK Kwok-chuen 7
SREAEEES The HON Dennis KWOK Wing-hang 4
MRRIEZ £ Ms Rachel LAM Yan-kay 6
BRI Mr Alan LUI Siu-lun 7
REERE Mr Roy NG Chun-tat 7
REREIE L Dr Anthony William SEETO Yiu-wai 8
Bk R Prof SUEN Wing-chuen 5
EERRL Ms Sandy WONG Hang-yee 7
BiIRELE Mr Tony YUNG Kam-fai 6
WEEEEERNERLR Attendance Record of Enforcement Committee Meetings
2018F 48 FE 2019538 (H5XE#) April 2018 to March 2019 (5 meetings)
8 HERE
Member No. of times present
SBEEEAE Mr KWOK Kwok-chuen 5
FRZEER ST Mr Samuel CHAN Ka-yan 4
PRI R HUR Prof K.C. CHAN 4
PRIAE 2+ Ms Jennifer CHAN Pui-kwan 4
BEIAREE Mr Joe CHAU Kwok-ming 4
SREAEES The HON Dennis KWOK Wing-hang 4
ML £ Ms Rachel LAM Yan-kay 2
=EBRT Ms Sandy WONG Hang-yee 4
AL E %+ Ms Anna WU Hung-yuk 5
ERERERSE A (FEZE 2018 F4H30H) Mr Thomas CHENG Kin-hon (Until 30 April 2018) 1
SFEMRSE (FEE2018F 4 H30H) Mr Michael HUI Wah-kit (Until 30 April 2018) 1
AEREE LT (FREZ 2018 F4H30H) Dr Anthony William SEETO Yiu-wai (Until 30 April 2018) 1
=ZHEHZ L (FEZE 2018 F4H30H) Ms Gilly WONG Fung-han (Until 30 April 2018) 1
EEERESLE (FEE 2018 FE4H30H) Mr Simon WONG Kit-lung (Until 30 April 2018) 1
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Attendance Record of Finance and Administration

20185F4H % 2019538 Committee Meetings

(H3R=E) April 2018 to March 2019 (3 meetings)
2= HERE
Member No. of times present
RERIEE L Dr Anthony William SEETO Yiu-wai 3
FRREzt Ms Jennifer CHAN Pui-kwan 3
HEIREE Mr Joe CHAU Kwok-ming 3
BRI E Mr Alan LUI Siu-lun 2
EERRL Ms Sandy WONG Hang-yee 2
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MBBKZLZEE Competition Commission

The SC meets on an as needed basis and a number of matters were resolved
by circulation of papers to Members during the year.

TRANSPARENCY TO THE COMMUNITY

The Commission considers transparency a foundation of good corporate
governance and has taken an open approach to disclosing information
about its operations. The Commission endeavours to maintain interactive
communication with the public and stakeholders by providing timely and
appropriate information through various channels including media briefings,
press releases, annual reports, formal announcements and the Commission’s
bilingual website (www.compcomm.hk).

The Commission’s website presents a comprehensive platform to provide
local and overseas visitors with first-hand information, including the
Ordinance and Guidelines, various policies and operational documents, press
releases and publications, consultation submissions and representations,
educational materials as well as other news and activities. Enforcement
updates such as current cases in the Competition Tribunal, status of
applications received and the Commission’s decisions are also available on its
website. Members of the public can sign up for email alerts to receive current
information on the Commission’s activities and developments.

To handle the increasing number of enquiries and complaints from business
and the general public more effectively and efficiently, general enquiries
regarding the Ordinance and the Commission’s work as well as complaints
on local competition issues are streamlined by a contact centre with a
designated telephone hotline and an email account. A total of 718 general
enquiries were received during the year under review.
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Corporate Governance

CONTROL MECHANISMS
Financial Control

As a statutory body supported by Government subvention, the Commission
adopts a stringent financial control system with reference to that of the
Government and other statutory bodies as well as non-governmental
organisations of similar nature to ensure the spending of public money is
in accordance with the value for money principle. The Memorandum of
Administrative Arrangement signed between the Government and the

Commission also provides a governing framework for financial matters.
Budgetary Control

Before the start of a financial year, the Commission prepares the annual
budget on expenditures in conjunction with the business plan which sets
forth the objectives to be achieved and actions to be taken in the planning
year. The budget and business plan are reviewed and endorsed by the
FAC before submission to the Commission for approval. The estimates of
income and expenditure for the budget year will then be submitted to
the Government for approval. Procurement is made after confirmation of
availability of funds with reference to the approved expenditure budget.
Management reports outlining budget utilisation and analysing budget
variances are prepared regularly for the Commission’s review and decision

making.
Procurement and Expenditure Control

The Commission adopts stringent financial and procurement policies
and procedures of the Government with appropriate modifications to
suit its practical needs while leaving the underlying control principles
intact. Clear procedures, guidelines and approval authorities are set for
the procurement of different types and amounts of expenditure. Regular
reports on expenditures are prepared for routine monitoring and resource
management by the executive team. To ensure proper scrutiny is exercised
by the Commission, a“Summary of Financial Position”is submitted to the FAC
quarterly and the Commission semi-annually.
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Investment Control

The Commission follows guidelines approved by the Financial Secretary for
managing its investment of funds not immediately required. The objectives,
strategies, governance structure and policies and procedures on investment
of funds are clearly documented with periodic review and update. The
Commission maintains close monitoring of investment activities through
approving all investment proposals and reviewing the “Report on Investment
Activities” which is prepared on a half-yearly basis.

Internal Control

To safeguard assets and ensure compliance with the Ordinance and other
statutory requirements, the Commission needs an internal control system
which is efficient, effective and well-understood by Commission members
and staff. Appropriate checks and balances are incorporated in the rules,
policies and procedures on daily operating activities. Briefings, on-the-job
training and regular updates on rules and practices are provided to staff
members to ensure they understand their respective authorities, roles and
responsibilities.

External Checks and Balances

The financial statements of the Commission are subject to audit by an
external auditor which is not engaged in any other non-audit services for
the Commission. A formal invitation for quotation and proposal for the audit
was conducted in 2016. KPMG was appointed as the Commission’s external
auditor for auditing the financial statements for the three years ended
31 March 2017,2018 and 2019.

CODE OF CONDUCT

To safeguard public interest and accountability as well as to uphold
integrity and impartiality, the Commission has issued a Code of Conduct for
Commission/Committee Members which sets out, inter alia, the prohibition
of solicitation, acceptance or offering of advantages, and avoidance of
conflict of interests through disclosure of interests.
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Corporate Governance

The Commission has maintained a register of interests containing the
pecuniary and personal interests of members in respect of their directorships
and shareholdings in companies, remunerated employment, ownership
of property or land and memberships of boards and other organisations
engaging in economic activities relevant to Hong Kong. The register is
available for public inspection on the Commission’s website and at the office
of the Commission. During the year under review, the register has been
updated from time to time based on notifications by respective Members
apart from a mandatory update at the beginning of the year. In accordance
with the rules of procedure, where a written resolution via circulation of a
paper or a discussion of matters at a meeting might give rise to a declarable
interest, Members make appropriate disclosures and where appropriate
abstain from voting, or withdraw from the relevant meetings during the
discussion of the item.

The Commission is committed to engaging, attracting and retaining a high
quality workforce with strong professional standards and integrity. The
Commission has adopted a Code of Conduct for staff which aims to promote
high ethical standards and fair dealings in the conduct of its operations. The
Code of Conduct sets out the expected standard of behaviour and reminds
staff of their legal and contractual obligations to the Commission. It also
provides specific guidelines on various issues, such as confidentiality of
information, offer and acceptance of other interests etc. Where necessary,
the Commission makes arrangement with other agencies such as the
Independent Commission Against Corruption to provide briefing sessions to
staff on laws and regulations as well as corporate governance concepts and
practices that are relevant to how they conduct themselves and the way they
carry out their duties.
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ENFORCEMENT

Investigations and complaints

One of the key functions of the Commission is to enforce the Ordinance to
deter anti-competitive conduct. The Commission relies on complaints and
queries from individuals or businesses to identify possible contraventions
of the Ordinance. Any person can contact the Commission by telephone,
e-mail, posts, by completing an online form on the Commission’s website or
in person at the Commission’s office by appointment.

The Commission may also initiate investigations based on information from
other sources, such as the Commission’s own research, market intelligence
gathered, Commission’s investigations and other processes, or referrals from
Government departments or other authorities.

Between 1 April 2018 and 31 March 2019, the Commission received a total of
709 enforcement contacts, and the accumulated enforcement contacts since
full commencement of the Ordinance in December 2015 to the end of March
2019 was 3,603. The majority of these contacts were related to the First
Conduct Rule, with cartel conduct, resale price maintenance and exchange
of information being the major concerns. For the Second Conduct Rule, the
main issues raised were exclusive dealing as well as tying and bundling.

Figure 1: Enforcement Contacts - nature of alleged conduct’

Enforcement Contacts (1 April 2018 to 31 March 2019): 709
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MBBKZLZEE Competition Commission

1. Each case may involve allegations of multiple types of anti-competitive conduct.

2. Cartel conduct refers to agreements and concerted practices, among undertakings that are,
or otherwise would be if not for the cartel conduct, in competition with each other that seek
to fix prices, share markets, restrict output or rig bids, which have as their object preventing,
restricting or distorting competition in Hong Kong. This includes exchange of competitively
sensitive information, such as an undertaking’s planned prices or planned pricing strategy.

3. Information exchange not amounting to cartel conduct.

4. The contact was unrelated to the Competition Ordinance and not an allegation of specific anti-
competitive conduct by an undertaking.



Ea7E (#aEFdE51D) ~ (FAEESD) Kk (U
EER) HigH > iR e EERAMNEINZERR
FREH  LRFRE—SHENOERREAE
ML AR -

2018 F 4 B 1 HE 2019 &£ 3 B 31 HEARS -
HE 28 REEATHLHEHR / HFAERE
X fFE—HRE -

BEZ : I MRAETER — s
ERTFAZITANME®

M FFERAEMESE ( 20185F4H1HE20195FF

3831H) :28

B X 5 I o R T {F [B1 A

Review of Work for the Financial Year

As set out in its Guideline on Complaints, Guideline on Investigations and
Enforcement Policy, the Commission considers all complaints and queries it
receives and escalates those matters which warrant further assessment to an
Initial Assessment phase.

Between 1 April 2018 and 31 March 2019, the Commission escalated 28 cases
to the Initial Assessment and/or Investigation phases for further investigation.

Figure 2: Initial Assessment and Investigation cases - nature
of alleged conduct’

Initial Assessment and Investigation cases (1 April 2018 to 31 March
2019): 28
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5. BREFEIGAFES R ZERBEFITRAIEE

In accordance with its Enforcement Policy, the Commission accords priority
to cases which involve one or more of the following types of conduct: cartels,
other agreements contravening the First Conduct Rule causing significant
harm to competition in Hong Kong, and abuses of substantial market power
involving exclusionary behaviour by incumbents.

The Commission has carefully considered all cases with an aim to focusing

on enforcement actions against contraventions causing significant harm to
competition in Hong Kong having regard to its available resources.

5. Each case may involve allegations of multiple types of anti-competitive conduct.
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As set out in Figure 3, these Initial Assessment and Investigation cases involve
a variety of sectors across the Hong Kong economy.

Figure 3: Sectors involved in Initial Assessment and
Investigation cases
(1 April 2018 to 31 March 2019)°
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MBBKZLZEE Competition Commission

The Commission will proceed to the Investigation Phase only where it
has reasonable cause to suspect a contravention of a conduct rule. It may
gather evidence using its information gathering powers under Part 3 of the
Ordinance.

Between 1 April 2018 and 31 March 2019, the Commission made substantial
use of its compulsory powers on document and information gathering where
necessary to require relevant parties to provide documents and information
and/or to give evidence before the Commission pursuant to Sections 41 and
42 of the Ordinance. It also obtained search warrants to enter and search
specific premises under section 48 of the Ordinance. In response, relevant
persons generally showed high level of cooperation and complied with the

Commission’s evidence gathering requests or requirements.

6. Each case may involve multiple industry sectors.
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Judgments in Hong Kong's first two competition cases

At the time of writing, the Tribunal had handed down its decisions in Hong
Kong's first two competition cases’ involving bid-rigging, market sharing and
price fixing. The Tribunal ruled in favour of the Commission and against 14 of
the 15 Respondents in these proceedings.

In the first (bid-rigging) case (CTEA 1/ 2017), the Tribunal found the four
respondent information technology (IT) companies, namely Nutanix Hong
Kong Limited, BT Hong Kong Limited, Innovix Distribution Limited and Tech-
21 Systems Limited, liable for contravening the First Conduct Rule of the
Ordinance by engaging in bid-rigging concerning a tender related to the
supply and installation of a new IT system for the Hong Kong Young Women'’s
Christian Association (YWCA).

In the second (market sharing and price fixing) case (CTEA 2/ 2017), the
Tribunal found the ten respondent construction companies liable for
contravening the First Conduct Rule of the Ordinance by engaging in market
sharing and price fixing in relation to the provision of renovation services
at Phase 1 of On Tat Estate, a public rental housing estate in Kwun Tong,
Kowloon. The hearing to determine what the appropriate reliefs should be is
scheduled in January 2020.

The Tribunal’s decisions are important in setting legal precedents and
providing helpful guidance and clarity on important aspects of the
Ordinance.

Market sharing and price fixing case in the Competition Tribunal

On 6 September 2018, the Commission commenced its third proceedings
in the Tribunal against three construction and engineering companies
and two individuals. The Commission alleged that the parties have
contravened the First Conduct Rule of the Ordinance by making and giving
effect to a market sharing agreement and a price fixing agreement, and/
or engaging in concerted practices of the same nature, in relation to the
provision of renovation services at King Tai Court, San Po Kong, Kowloon, a
subsidised housing estate developed by the Hong Kong Housing Authority.
The Commission has sought remedies including pecuniary penalties, a
declaration that each party has contravened the First Conduct Rule, and a
director disqualification order against one individual. The case has been set
down by the Tribunal for trial in the third quarter of 2020.

7. The Tribunal handed down its judgments in Hong Kong’s first two competition cases on 17 May,
2019. Both cases are under appeal by certain Respondents at the time of writing.

F R ANNUAL REPORT 2018/2019



B BV E AR T {Em R

Review of Work for the Financial Year

AE TEEEENNE .,

ERSRE ERE BRI EMEBERERAR
BRABHEBEREARAR  FEBEREES
BH(EE) ARARDREMNEEEERGRA
ARBLEMEH " EFEFEBME ,  FEUH
FEHEEREBMUN BN \ESEBRS T
23 BB - HEEREBEREZEN -

SIERMBFEER

BIEAEMNRMRIE  REESEFH
EABRUEERTAZEBERMANG(F
RMEBEE)" ((RERE))  LHERHES
ERTN (AREARTAZERERM:R
WEFER) ((BREFHE) ) & (PUEBER) -
RiE (GIFEER) » EREBAFRTRNERE
RARBEEXZ BN (BIFEER) B (D #EAR
AHMZEERREE  MWARBEEETE L]
I E SRR E R EEAE R L
KA gERIB A RZEHEIEAVIE T (8 8 REY
BRI NS FERTRMT—E 8]
. > SEEERERREERRE
fth & FREE

8. EBAWET  HEBCRT (AUHFEETAIER
HREMERAIE ERFBRBIE) -

ﬂ MBBKZLZEE Competition Commission

Investigation into the “Hong Kong Seaport Alliance”

Container terminal operators Hongkong International Terminals Limited,
Modern Terminals Limited, COSCO-HIT Terminals (Hong Kong) Limited and
Asia Container Terminals Limited have agreed and announced the formation
of the “Hong Kong Seaport Alliance” whereby they would jointly operate
and manage their 23 berths across eight terminals at Kwai Chung. The
Commission has been carrying out this investigation as a matter of priority.

Cooperation and Settlement Policy

To enhance its effectiveness and efficiency in investigations, the Commission
has been working on a Cooperation and Settlement Policy for Undertakings
Engaged in Cartel Conduct® (Cooperation Policy) to supplement its existing
Leniency Policy for Undertakings Engaged in Cartel Conduct (Leniency
Policy) and Enforcement Policy. Under the Cooperation Policy, undertakings
engaged in cartel conduct which do not benefit from the Leniency Policy
may choose to cooperate with the Commission’s investigation and admit
their wrongdoings. In return, the Commission will offer discounts off the
pecuniary penalties it would otherwise recommend to the Tribunal and
may refrain from taking an action against the cooperating undertaking’s
employees. The new framework will also offer a Leniency Plus programme,
which encourages cartel members to report other cartel activities to the
Commission.

® v BEUCHET (SERNREE) o

At the time of writing, the Commission has published a Cooperation
and Settlement Policy.

8. At the time of writing, the Commission has published the Cooperation and Settlement Policy
for Undertakings Engaged in Cartel Conduct.
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COMMUNICATIONS AUTHORITY - COOPERATION AND
LIAISON

Details of the concurrent jurisdiction between the Commission and the
Communications Authority (CA) under the Ordinance in the broadcasting
and telecommunications sectors are discussed on page 14.

Given the CA'’s specific function of regulating the broadcasting and
telecommunications sectors, the CA will ordinarily take the role of Lead
Authority on matters which fall within the concurrent jurisdiction. Between
1 April 2018 and 31 March 2019, the Commission transferred a total of 26
complaints and enquiries to the CA.

LIAISON WITH OTHER GOVERNMENT DEPARTMENTS

In addition to complaints and enquiries from the public, the Commission also
follows up on referrals from Government departments and other authorities.
During the year, the Commission endeavoured to liaise with different
Government departments and statutory bodies, including the Fire Services
Department, Home Affairs Department, Hong Kong Housing Authority,
Hong Kong Police Force, Independent Commission Against Corruption,
Securities and Futures Commission and Urban Renewal Authority. These
communications have not only facilitated the Commission in carrying out
its investigative works in a more efficient manner, but also in enhancing
understanding of the Ordinance by Government departments and
statutory bodies. In various investigations and legal proceedings, different
Government departments have provided assistance to the Commission in
information and intelligence gathering.

In particular, the Commission has joined the RenoSafe Scheme led by the
Organized Crime and Triad Bureau of the Hong Kong Police Force, with
other Government departments and public bodies, including the Buildings
Department, Independent Commission Against Corruption, Hong Kong
Housing Society, Urban Renewal Authority, Home Affairs Department,
Electrical and Mechanical Services Department and Fire Services
Department. The Scheme is an Interdepartmental Working Group to make
recommendations and formulate strategic tactics on matters relating to
renovation of ageing buildings in Hong Kong. It is considered an important
platform after the Government has launched the Operation Building Bright
2.0 Scheme providing subsidies for building maintenance projects.
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APPLICATION FOR DECISION

Code of Banking Practice

On 19 October 2018, the Commission published its first decision relating to
exclusions and exemptions under section 11 of the Ordinance. The decision
concerned the Code of Banking Practice (Code) issued by the Hong Kong
Association of Banks and the DTC Association.

The Commission found that the Code did not meet the exclusion for
compliance with legal requirements in section 2 of Schedule 1 to the
Ordinance, on the basis that it was not imposed by or under the Banking
Ordinance (Cap. 155). The Code was therefore not excluded from the First
Conduct Rule of the Ordinance. At the same time, the Commission confirmed
that it had no current intention to pursue an investigation or enforcement
action in respect of the Code.

The Decision followed an application by 14 institutions authorised under the
Banking Ordinance (Cap. 155), each of which are members of the Hong Kong
Association of Banks or DTC Association. Before reaching its decision, the
Commission consulted on the application and received representations from
six parties which it has carefully considered.

Proposed Pharmaceutical Sales Survey

On 31 January 2019, the Commission received an application for a decision
from the Hong Kong Association of the Pharmaceutical Industry (Application).
The HKAPI proposes to collect and distribute certain data on the sales of
prescription and over-the-counter pharmaceutical products in Hong Kong
and Macau (Proposed Survey).

The HKAPI seeks a decision from the Commission confirming that the
operation of the Proposed Survey is excluded from the First Conduct Rule
as a result of the exclusion for agreements enhancing overall economic
efficiency in section 1 of Schedule 1 to the Ordinance.

The Commission consulted on the Application between February and
March 2019 and received representations from eight parties (including one
confidential representation). The Commission is now considering all of the
representations received and engaging with the Applicant regarding certain
aspects of the Application. The Commission expects to publish its decision
on the Application in the second half of 2019.
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Review of Work for the Financial Year

PUBLIC SECTOR ENGAGEMENT AND ADVISORY

During the year, the Commission has stepped up its initiatives to engage the
public sector and continued to advise the government and public bodies on
a range of competition-related matters.

Public Sector Engagement

In May 2018, the Commission published a “Guide to Competition Ordinance”
for the public sector and policymakers as a first step to assist them in
identifying and assessing the competition risks and impacts of public policies

and initiatives.

To further its outreach, a series of workshops led by the world’s leading
competition law experts, Richard Whish and William Kovacic was conducted
in September 2018. The training was well attended by over 200 senior
officials from the government, public bodies, law enforcement agencies
and financial regulators. Another training session for government officials
followed in January 2019, with a focus on competition and disruptive

innovation.

€ mzen08Es BRHT ((HEIEG) AR
BRE L ©

The Commission published a “Guide to Competition
Ordinance”for the public sector in May 2018.

REBERER

FR G HEEEEESBTRNSLRBEK
NHEBESR MO EXETBEESE
REBRBENALBERERREMRER &
FEESENIEE  AREEAERER

® pzen 0189 AAAERRIBRT MERASHEEERERD
SEEIGHEE -

A series of workshops led by international competition law experts was
conducted for the public sector in September 2018.

Policy Advisory

During the year, the Commission continued its efforts in liaising with
the Government and public bodies and provided advice on around 30
public policies and initiatives which concern Hong Kong’s consumers and
the business environment. These included the Franchised Taxi Scheme,

F R ANNUAL REPORT 2018/2019
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Legislative Council Member’s bill on the regulation of commercial facilities in
public and subsidised housing, Lift Modernisation Subsidy Scheme, franchised
bus service, market engagement under pro-innovation procurement policy,
measures to combat ticket scalping, enhancing competition in the aviation
sector etc.

Since the commencement of the Ordinance, the Commission has
encountered situations where businesses have engaged in employment-
related practices that may give rise to competition concerns. In response,
the Commission published an advisory bulletin in April 2018 to alert
human resources professionals, employers and employees of the potential
risks under the Ordinance regarding employment-related practices. The
advisory bulletin successfully raised awareness of relevant stakeholders and
contributed to the promotion of compliance in the labour market.

® 03547 BEERH—HBERAL - WEAA
NERFEH— LR ERE BERF R -
In April 2018, the Commission published an advisory
bulletin to raise awareness of the potential competition
risks related to employment practices.

ERTEEREIE
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€ 5n BEEABRRATRENT SHIEHE -
During the year, the Commission conducted seminars targeting businesses and
the public.

COMMUNITY ENGAGEMENT AND EDUCATION

The Commission is committed to using a mix of enforcement actions and
advocacy to achieve the goals of the Ordinance. To help businesses and the
general public understand the key elements of the Ordinance and the need
for compliance, the Commission has spared no efforts in reaching out to the
community through active engagement, educational initiatives and special
projects on multiple platforms targeting a wide range of audiences.

Businesses
During the year, the Commission conducted three seminars targeting

businesses, in particular SMEs, and the public. A targeted seminar was
co-organised with the Hong Kong Council of Social Service in January 2019
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for human resources professionals of non-government organisations, with a
focus on the potential competition risks with regard to employment related
practices. Response to these seminars was overwhelming with full houses of
audience showing great interest in the topic and raising questions on various

issues.

The Commission held two roundtable discussions in early 2019 as a start
of its sectoral business outreach. The first one was held in January where
senior human resources professionals from the Hong Kong Institute of
Human Resource Management and a number of sizable corporations
exchanged views on competition related issues in the local employment
market. Another roundtable was co-organised with the Chartered Institute
of Procurement & Supply (Hong Kong Branch) in March with a focus on good
procurement practices under the Ordinance.

In reaching a wider audience, the Commission participated in the
Entrepreneur Day and SmartBiz Expo organised by the Hong Kong
Trade Development Council in May and December 2018 respectively.
The Commission’s booths at the two events featured information panels,
educational videos, brochures and interactive games to help businesses,
especially SMEs, understand the Ordinance.

In addition, the Commission continued to work closely with trade and
industry associations through numerous briefings and meetings conducted
throughout the year to assist and encourage their members to comply with
the Ordinance.

¥ mzern 2010 F 3 AREHIBRAESE AMEZEH - »
The Commission held a roundtable discussion with the Chartered
Institute of Procurement & Supply in March 2019.

FREESN "R, o AR RS o
The Commission participated in the Entrepreneur Day to extend its
outreach to businesses.
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® 5 po- B AEIREEHEITIRIEHE o
“Post to Compete” Social Media Advocacy Challenge award presentation
ceremony.
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Youths

Engaging the younger generation continues to be an important part of
the Commission’s advocacy work. In late 2017, the Commission rolled out
the “Post to Compete” Social Media Advocacy Challenge, inviting all local
tertiary students to team up and formulate creative social media advocacy
campaigns to promote the Ordinance. Featuring a dedicated campaign
website, Facebook page and a workshop conducted by seasoned marketing
gurus, the campaign concluded in May 2018 with an overwhelming
response, and the content generated on various social media platforms
recorded a total of 1.6 million views.

Apart from the targeted educational programme, the Commission continued

its talks and guest lectures for secondary schools and universities during the

year as an ongoing effort in reaching out to youngsters.

B BEeRENT TR RADENRERERES -
The Commission has been conducting talks and guest lectures for
secondary schools and universities.

General public and other stakeholders

During the year, the Commission continued its district outreach, especially
on fighting bid-rigging, by speaking at briefings on building renovation
and management organised by District Councils, Home Affairs Department,
Buildings Department and the Urban Renewal Authority targeting property
owners and building management personnel across different districts in
Hong Kong. Invited by the Hong Kong Housing Authority, briefings were also
given to decoration contractors in new public housing estates.
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RSN EAHIRT =H (E8FhEH) - #4M  To keep relevant organisations, businesses and stakeholders abreast of its
RAHLHE BRLMEMBHREBNRSEZTEN S latest activities and development, the Commission published three issues of
SREHEE o its newsletter “Competition Matters” during the period.

€ HZeERERRARALIES  LAHBMT®R (E6) HERTE -

The Commission has been actively reaching out to the public and businesses to explain the key elements and benefits of the Ordinance.

EBATHNERRET (2018 F48BE 20193 8)

Engagement Facts and Figures (April 2018 to March 2019)

Bi17 23 I

B GRE/ &
3 7 iﬁ briefings / meetings %,J 5 O 0 O

e EABE  TEBE - 0¥ (BEFIE)  ABRF
3i§}— AR SERARAL

major seminars conducted . . . L.
representatives of major chambers, industry associations,

businesses including SMEs, public sector, students and members of
1 8 1 = the public reached
28 exhibitions conducted

1 2ta e T
27 school talks

g BEREE
3 HE

international conference

TR aEHL SR EE AL o *The figure does not include the number of exhibition visitors which cannot be quantified.
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The Commission’s debut micro-movie on market sharing
and price fixing.

@ MBBKZLZEE Competition Commission

MEDIA AND PUBLICITY

During the year under review, the Commission developed various initiatives
on fighting bid-rigging, market sharing and price fixing — the three types
of serious anti-competitive conduct involved in the Commission’s initial
cases before the Tribunal. The Commission also endeavoured to maintain
effective and bilateral communications with the public and the mass media
in providing updates on the Commission’s development.

Debut micro-movie

In November 2018, the Commission launched its debut micro-movie “A
Conspiracy of Love” to enhance public awareness of market sharing and
price fixing, as well as the harm they inflict on consumers and the society,
in a novel way. Adapted from the winning entry of the “Post to Compete”
Social Media Advocacy Challenge, the movie has transformed abstract and
complex legal concepts into concrete images in a university setting that

would resonate well with the general public, in particular the youth.

Outdoor and online promotions

To maximise its impact and reach out to a wider audience, the micro-movie
was widely publicised online including the launch of a Facebook game to
engage young netizens. A 30-second teaser of the movie was also shown
on various promotion platforms across Hong Kong including cinemas, MTR
stations and outdoor video walls. The movie and its trailer have recorded

over 1.8 million online views on different online platforms.

€ FiEm

Outdoor promotion
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Roving exhibition

To further community awareness of bid-rigging and market sharing and
educate the public on how to identify such conduct at district level, the
Commission staged a new round of roving tour of its ubiquitous “Cartel
Cat” pop-up exhibit at ten major sports centres across Hong Kong from
September to December 2018.

€ nzenas 0 EARETEAN TAEHE, WaE -

The Commission staged a roving tour of its “Cartel Cat” pop-up The Commission’s website serves as an important

exhibit at 10 major sports centres across Hong Kong in 2018.

Huk

e T AT B T ELAIE (www.compcomm.hk)
BRI TEERL  ARTEEFE  UEE
HETIMEA - ZiBLERET S HERFNEE
BNEETE > 2FEERE 480 BAX © It
b BREGINEHIEFH H YouTube 8838 © L
HHEREERER -

HitSEEBREBETIE

BEEEFEMN T ISEEEE - BT 14
DR REBERT 10 REEE  EAH
KB ERRMBEENRMFE - ENE
WBARBREER (EH) FREZRER
5F-

¥ 5p BEEFAHRERGEBLESTRRE -
The Commission kept local and international media
abreast of its latest development during the year.

® EEHFEREBNEEENERTA -

platform between the Commission and its
stakeholders.

Website

The Commission’s website (www.compcomm.hk) is regularly updated
with latest news on its work, details of public events as well as various
publications and educational materials. Recording over 4.8 million hits
throughout the year, the website is an important interface between the
Commission and its stakeholders. The Commission’s YouTube channel is
also regularly updated with its educational and announcement videos.

Other publicity and advocacy

The Commission held four media events, issued 14 press releases and
participated in 10 press interviews to keep local and international media
abreast of its latest development during the year. These efforts generated
extensive coverage and publicity for both the Commission and the
Ordinance.
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HEIE R Tk &8 Awards & Recognition

2018/19 &FfE » s ZE BN SEH S FEHHLES  The Commission has won seven awards and recognition for its outreach and

HEEIE R IEEE - publicity activities during 2018/19.
{fEmIER Items #%1F Awards received 1A% 448 Awarded by
TAEEMABHE Questar Awards 2019
- PIRZFIKENE - ARBHARR , IR
Questar Awards 2019 Questar Awards 2019

“A Conspiracy of Love”

Micro-movie Silver in the category of

“Non-Profit Organisations: Public Awareness”

2019 Communicator Awards

TASLARISHE L sBAAR) | MR B R B
2019 Communicator Awards

Academy of Interactive & Visual Arts
Distinction in the category of “Public Service Online y

Video”

2017/18 2018 HEESIEEE G ERETHRE

£F 4R Annual Report TIERF REZE | I REFHESTEFMIER
BF B IB S HREE

EEBEEERT

2018 Hong Kong Management Association Best L
Hong Kong Management Association

Annual Reports Awards

Best New Entry in the category of
“Non-Profit Making and Charitable Organisations” &

Excellence Award for Small Size Entries

2017/18 Vision Awards TFEI{AE

5] % BF
TERFAER] | $RHE ESET PR A

League of American Communications

2017/18 Vision Awards Annual Report Competition Professionals
Silver in the category of “Government”

B 758k . == BUS BB ARRE A
2018 EFEHHHE = Tat &

Official Website P SRS AL M EEERAR

Office of the Government Chief
Information Officer and Hong Kong
Internet Registration Corporation Ltd.

Web Accessibility Recognition Scheme 2018
Gold

2019 F1E .hk HBUAEE

TIRmEEAE (/b)) RIS SR

Best .hk Website Awards 2019

Gold in the category of “Non-Commercial SME”

BE OB MEEGRAF]
Hong Kong Internet Registration
Corporation Limited

questar

AWARDS

% rmmmnn En!nmmnlbhrq Kong)
€ BRenEENEERNENEESELE -

The Commission won a number of awards for its outreach and publicity activities during the year.

g MBBKZLZEE Competition Commission
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INTERNATIONAL ENGAGEMENT

Being an emerging agency, the Commission has benefited immensely
from exchanging knowledge and experience with overseas competition
authorities. As it has accumulated experience and expertise over the years,
the Commission is keen to contribute back to the international competition
community, demonstrating its commitment to share good practices and
promote cooperation across sectors and jurisdictions. Towards the third
anniversary of the full implementation of the Ordinance, the Commission
organised its inaugural international conference, Hong Kong Competition
Exchange, on 1-2 November 2018. Over 300 representatives from the business
sector, legal community, government departments, academic institutions and
overseas competition agencies participated in the event where they shared
best practices, insights and experiences on competition law and policy. To
sustain the exchange and sharing, the Commission also launched a brand
new online portal “Competition Exchange” (www.compex.org), a dedicated
website aiming to host a pool of practical tools and resources from different

jurisdictions on various competition topics.

As co-chair of the Advocacy Working Group of the International Competition
Network (ICN), the most significant global platform for international
cooperation on competition issues, the Commission co-organised the
biennial ICN Advocacy Workshop in February 2019 and presented its
success stories on competition advocacy. The event attracted more than 100
representatives from over 60 member agencies and organisations around the
world. Additionally, the Commission took the lead in the Group’s study into
advocacy strategy, actively participated in a project on Leniency Incentives
and Disincentives and hosted two tele-seminars.

The Commission’s active enforcement and effective advocacy work have
drawn interests from agencies in the Asia Pacific region. In November 2018,
the CEO was invited by the World Bank Group to share the Commission’s
experience with the Indonesian competition authority on issues in relation to
agency strategic planning, abuse of dominance and anti-cartel enforcement.

In addition, the Commission has been building stronger ties through various
bilateral meetings and training with overseas enforcers and international
bodies, such as the Antitrust Division of the United States Department of
Justice, the Competition and Consumer Commission of Singapore and the
Organisation for Economic Co-operation and Development (OECD). The
Commission’s strategic engagement with its regional and international
counterparts has proven to be highly complementary and beneficial to its
capacity building, advocacy and enforcement work.

ZF #R ANNUAL REPORT 2018/2019
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During the year, the Commission has maintained a close relationship
with its counterparts on the Mainland with a view to enhancing mutual
communications and understanding. In July 2018, the Commission
participated in the 7" China Competition Policy Forum, where its senior
officials shared Hong Kong’s enforcement and advocacy experiences.
In November 2018, officials from the Market and Quality Supervision
Commission of Shenzhen Municipality paid a visit to the Commission to
understand the Hong Kong competition law regime. In March 2019, the
Commission sent a delegation to attend the “Forum on Competition Policy
in the Guangdong-Hong Kong-Macao Greater Bay Area” and exchanged
views with the State Administration for Market Regulation, the Guangdong
Province Administration for Market Regulation and Macao Economic Bureau
on the effective implementation of competition policy and law in the Greater
Bay Area.

- Collaborate = Cultivate

HONG KONG
( COMPETITION EXCHANGE 2018
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® 205115 BEFENTEEEEES T EEHFEEE , LI " Competition Exchange ; #EF4

In November 2018, the Commission organised its inaugural international conference “Competition Exchange” and launched an online portal by the same name.

® sTEFsERREaeH
East Asia Top Level Officials’ Meeting on
Competition Policy

MBBKZLZEE Competition Commission

® e EERFHNESHRHE

Forum on Competition Policy in the Guangdong-Hong Kong-Macao Greater Bay Area
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CAPACITY BUILDING

With growing challenges presented by enforcement activities, the
Commission continued to strengthen its manpower during the year with a
number of new recruits including experienced competition law enforcers
from well-established overseas agencies and litigation professionals. A
range of professional trainings with different focuses such as international
competition law, competition policy and IT forensic analysis were arranged
to keep the Commission staff abreast of the latest expertise in the fast-
changing international antitrust scene. As at March 2019, the Commission
had 57 staff members.

Apart from manpower enhancement, the Commission continues to
strengthen its internal controls and IT environment. During the year, a
new Intranet system was deployed to facilitate effective communication,
collaboration and document sharing within the organisation. Corporate
governance was enhanced with the issuance of several new or revised
internal rules, policies and procedures on different aspects of corporate
services. The Commission’s IT infrastructure and knowledge in digital forensic
were also strengthened in order to fulfil its enforcement functions efficiently
and to the highest standard of confidentiality and security.

To cater for the expansion of manpower and operational needs, the office of
the Commission will be relocated from Wan Chai to Wong Chuk Hang and the
relocation is expected to take place in June 2019. Starting from 2018/19, the
Government has enhanced the financial support for the Commission with
an increase of the annual Government subvention by over 25%. A dedicated
funding of $238 million has also been provided to support the Commission’s
litigation work. The additional financial support has enabled the Commission
to accomplish the growing number of enforcement and litigation activities
and implement the initiatives set out in the Three Year Strategic Plan.

F R ANNUAL REPORT 2018/2019 g
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OPINION

We have audited the financial statements of Competition Commission (“the
Commission”) set out on pages 58 to 88, which comprise the statement of
financial position as at 31 March 2019, the income and expenditure account,
statement of comprehensive income, statement of changes in funds and
statement of cash flows for the year then ended and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the
financial position of the Commission as at 31 March 2019 and of its financial
performance and its cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA").

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent
of the Commission in accordance with the HKICPA's Code of Ethics for
Professional Accountants (“the Code”) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

INFORMATION OTHER THAN THE FINANCIAL
STATEMENTS AND AUDITOR’S REPORT THEREON

The Commission Members are responsible for the other information. The
other information comprises all the information included in the annual

report, other than the financial statements and our auditor’s report thereon.
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(112 (ERFIEGI) p&EBAIL)
(Established in Hong Kong pursuant to the Competition Ordinance)

Our opinion on the financial statements does not cover the other information

and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is
to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE COMMISSION MEMBERS
FORTHE FINANCIAL STATEMENTS

The Commission Members are responsible for the preparation of the financial
statements that give a true and fair view in accordance with HKFRSs issued
by the HKICPA and for such internal control as the Commission Members
determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Commission Members are
responsible for assessing the Commission’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Commission
Members either intend to liquidate the Commission or to cease operations,
or have no realistic alternative but to do so.

F R ANNUAL REPORT 2018/2019 g
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our
opinion. This report is made solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

- Identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of

internal control.

- Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Commission’s internal control.
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- Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the Commission Members.

- Conclude on the appropriateness of the Commission Members' use
of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Commission’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date
of our auditor’s report. However, future events or conditions may

cause the Commission to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the
financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the Commission Members regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

KPMG
Certified Public Accountants

8" Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

25 September 2019
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W=ZIRE
INCOME AND EXPENDITURE ACCOUNT

#HZE201943H31HIEFE for the year ended 31 March 2019
(LU )7 Expressed in Hong Kong dollars)

2019
BfZE Note 85T HKS

LA Income
BUS#Ef
Government subventions 3 105,338,234 87,623,931
SREAE 2 HEED
Litigation Fund subventions 4 23,617,527 -
FEEBRIA
Application fee income 5 100,000 50,000
FIBUA
Interest income 1,268,826 551,600
HAbUgA
Other income 6 304,235 -

130,628,822 88,225,531
Sz i Expenditure
MERx%
Staff expenses 7 58,471,347 52,567,875
HiEH
Enforcement expenses 8 27,586,522 11,305,154
EERARHERH
Publicity and public education expenses 7,151,381 5,533,585
BRRf sz H
Premises expenses 6,637,071 6,539,352
mEaZEMe
Honorarium to Commission members 16 4,060,000 3,880,000
BB <
Auditor’s remuneration 133,000 133,000
e
Depreciation 9 2,011,003 2,815,016
Hitn s EEH
Other operating expenses 6,424,865 4,300,752

112,475,189 87,074,734
FARER
Surplus for the year 18,153,633 1,150,797

2 64 25 88 HHIMIEIBABITEERFAI—EE4> o The notes on pages 64 to 88 form part of these financial statements.

@ MBBKZLZEE Competition Commission
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EHKRER
STATEMENT OF COMPREHENSIVE INCOME

#HZE201943H31HIEFE for the year ended 31 March 2019
(LU )77 Expressed in Hong Kong dollars)

RN EYNEEERE Mk TEREER The Commission had no components of comprehensive income other
LDIoh S EN AR IEE - Fitt » ZES than “surplus for the year” in either of the years presented. Accordingly,

REEEEERIYESBE 22 EREE no separate statement of comprehensive income is presented as the
ZEEH TETEWAKESE N TEREE Commission’s “total comprehensive income” was the same as the “surplus
AR o for the year”in both years.

26 64 258 88 HAIM B AR FEEREFTRAI—EE 5 © The notes on pages 64 to 88 form part of these financial statements.
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BTSSR IR R
STATEMENT OF FINANCIAL POSITION

J£201943H31H as at 31 March 2019
(LU )7 Expressed in Hong Kong dollars)

2019 2018
Bff5% Note BT HKS 75T HKS

FREEE

Non-current asset

L/E R IS E A

Property, plant and equipment 9 3,753,119 2,745,793

RENEE

Current assets

HhFEWRR ~ & RFRTH

Other receivables, deposits and prepayments 10 4,219,014 2,500,363

& RIRITHETF

Cash and bank balances 11 92,831,931 69,626,043
97,050,945 72,126,406

mENaE

Current liabilities

W B ZEEER

Provision for staff entitlements 12 4,521,067 3,915,604

HitE(I R EETE

Other payables and accruals 13 4,278,390 5,226,725

FEUTELFF4EED

Government subventions received in advance 14 10,060,300 4,341,069

FRULEREDE £ 48D

Litigation Fund subventions received in advance 4 5,092,473 -

wENRER

Surplus subventions 15(b) 26,007,490 18,239,535
49,959,720 31,722,933

mEEERE

Net current assets 47,091,225 40,403,473

WEERGEEE

Total assets less current liabilities 50,844,344 43,149,266

@ MBBKZLZEE Competition Commission
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BHERRR (1§)

STATEMENT OF FINANCIAL POSITION (CONTINUED)

74201943531 H as at 31 March 2019
(LU )77 Expressed in Hong Kong dollars)

2019
BfizE Note T HKS
JEiRENE &
Non-current liabilities
B ZE SR
Provision for staff entitlements 12 3,091,829 2,353,964
FEUELAT #EED
Government subventions received in advance 14 11,571,535 15,000,000
14,663,364 17,353,964
BEFRE
Net assets 36,180,980 25,795,302
Funds
FEEES
Reserve fund 15(a) 36,180,980 25,795,302

HmESRE5L 2019 F 9 B 25 At HERIREE
Fizg o

ERHLE
BEEEE

2 64 £ 88 HAIMIZE B AR FEHERAI—EL D -

Approved and authorised for issue by the Commission Members on
25 September 2019.

Anna Wu Hung Yuk
Chairperson of the Commission

The notes on pages 64 to 88 form part of these financial statements.
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STATEMENT OF CHANGES IN FUNDS

#HZE201943H31HIEFE for the year ended 31 March 2019
(LU )7 Expressed in Hong Kong dollars)

{#{#E = Reserve fund
/BIT HK$

$22017F4B1HZ 8%
Balance at 1 April 2017 24,644,505
2017/2018FEE = EE) :
Change in fund for 2017/2018:
FARBGREENLSEEE
Surplus and total comprehensive income for the year 1,150,797
$2201853A31HM2018F4A 1B Z#E8%
Balance at 31 March 2018 and 1 April 2018 25,795,302
2018/2019FEEE EE) :
Change in fund for 2018/2019:
FARREREEIEHEER
Surplus and total comprehensive income for the year 18,153,633
BAFES BUTHBIRER
Transfer to surplus subventions payable to the Government (7,767,955)
$22019F3A31HZ 8k
Balance at 31 March 2019 36,180,980

2 64 25 88 HHIMIEIBABITEERFAI—EE4> o The notes on pages 64 to 88 form part of these financial statements.

a MBBKZLZEE Competition Commission
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RERER
STATEMENT OF CASH FLOWS

#HZE201943H31HIEFE for the year ended 31 March 2019
(LU )77 Expressed in Hong Kong dollars)

2019 2018
/BJT HKS 7BIT HKS
&8 ;& 8) Operating activities
FARER
Surplus for the year 18,153,633 1,150,797
$A% Adjustments for :
e
Depreciation 2,011,003 2,815,016
FBUA
Interest income (1,268,826) (551,600)
TEIRME ~ HEER R AR UL
Gain on disposal of property, plant and equipment (46,400) (4,455)
EEE £ Z#E) Changes in working capital :
EAENGE « e RIEAFUEM
Increase in other receivables, deposits and prepayments (1,412,017) (707,440)
i B Z B R RIEM
Increase in provision for staff entitlements 1,343,328 1,481,105
Htt AR ES ER R
Decrease in other payables and accruals (948,335) (1,044,611)
FRUTEUATHEBNIE N / (R)
Increase/(decrease) in Government subventions received in advance 2,290,766 (7,378,931)
FRULEREAE S HEENEM
Increase in Litigation Fund subventions received in advance 5,092,473 -
EERERE /() RE28E
Net cash generated from/(used in) operating activities 25,215,625 (4,240,119)
1% & ;% B) Investing activities
EUFIS
Interest received 962,192 632,631
RATHEEYE - R RERRFIE
Payment for the purchase of property, plant and equipment (3,018,329) (1,449,113)
BRI R R BATS IR
Proceeds from disposal of property, plant and equipment 46,400 4,455
[RAFFERRE = (8 A AV ERTTIF AR GEE) / ZUHR
(Increase)/decrease in bank deposits with original maturity over three months (35,000,000) 20,000,000
REEE (FA) / RS RE 38
Net cash (used in)/generated from investing activities (37,009,737) 19,187,973
RERAXEEY (RY) /180
(Decrease)/increase in cash and cash equivalents (11,794,112) 14,947,854
FENZRERREEEY
Cash and cash equivalents at beginning of the year 69,626,043 54,678,189
ERZEERREEEY
Cash and cash equivalents at end of the year 57,831,931 69,626,043

2 64 25 88 HRIMIEIBABITEERFAI—EE4> o The notes on pages 64 to 88 form part of these financial statements.
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CrE BN EE:

NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

1. —R&EH
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FEGN (CIEBIY ) (55 619 F ) A IZAYMEIL
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BEBEEEEERNERARRE HEE
RIREMFE RN EAEMNENIE 8 58
South Island Place 19 #Z -
R CIEG1) MizR 53 22 1% XS EHRE
CIRTEIEME]) TRV -

2. EETEBR
(a) EfIEEER

FUBRRCRBEEFBSAMASTEML (F
AMBRELER) MRS o LLREEERS
BABENEBBREER - FASEE
BIRZE UREBLDEREA - HEE
PR TEETBREHE N TX -

BRGSO ERAM 7 & THTMEEETAY

(BEBMBREEL)  UHRBREERFEDN
BB ENE A HIERRAE - BiEE
IR FE R ER SR 2 B RARYITET MASIEFT AV 2
BIFT S| A FEMLE & 5T SR A T & 51
BREE  CSREAMBEREARR > BRAE
FHETIRBIEE 2(0) ©

MBBKZLZEE Competition Commission

1. General information

Competition Commission (“the Commission”) is established under the
Competition Ordinance (“the Ordinance”), Cap. 619, as an independent
statutory body tasked with the functions to enforce the Ordinance. The
functions and powers of the Commission are stipulated in Sections 130
and 131 of the Ordinance. The Commission is committed to promoting a
competitive environment that is conductive to free flow of trade, efficiency
and innovation that brings more choices and better quality and prices of
goods and services to consumers. The address of its registered office is 19/F,
South Island Place, 8 Wong Chuk Hang Road, Wong Chuk Hang, Hong Kong.

The Commission is exempt from taxation in respect of the Inland Revenue
Ordinance in accordance with Schedule 5 of Section 22 of the Ordinance.

2. Significant accounting policies
(a) Statement of compliance

These financial statements have been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards (“HKFRSs”), which
collective term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and accounting principles generally accepted in
Hong Kong. Significant accounting policies adopted by the Commission are
disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective
or available for early adoption for the current accounting period of the
Commission. Note 2(c) provides information on any changes in accounting
policies resulting from initial application of these developments to the extent
that they are relevant to the Commission for the current and prior accounting
periods reflected in these financial statements.
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CrE B
NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

2. Significant accounting policies (continued)
(b) Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is
the historical cost basis.

The financial statements are presented in Hong Kong dollars (“HK$”), which
is the same as the functional currency of the Commission.

The preparation of financial statements in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets, liabilities, income
and expenditure. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current
and future periods.

(c) Changes in accounting policies

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs
that are first effective for the current accounting period of the Commission.
Of these, HKFRS 9, Financial instruments is relevant to the Commission’s
financial statements. There is no significant impact on the financial
statements of the Commission as a result of the adoption of HKFRS 9.

The Commission has not applied any new standard or interpretation that is
not yet effective for the current accounting period.

F R ANNUAL REPORT 2018/2019 6
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NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)
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@ MBBKZLZEE Competition Commission

2. Significant accounting policies (continued)
(d) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its
intended use. The costs of project-in-progress comprise expenditure
of capital projects not yet completed. Costs of completed projects are
transferred to the appropriate asset category. Repairs and maintenance are
charged to the income and expenditure account during the period in which
they are incurred.

Depreciation is calculated to write off the cost of items of property, plant and
equipment, less their estimated residual value, if any, using the straight-line
method over their estimated useful lives as follows:

Leasehold improvements Shorter of the lease term or 3 years

Office equipment 3 years
Computer hardware and software 3 years
Furniture and fixtures 3 years
Motor vehicles 5 years

No provision for depreciation is made for project-in-progress until such time
when the assets are substantially completed and ready for use.

Both the useful life of an asset and its residual value, if any, are reviewed
annually.
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Financial Statements

CrE B
NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

2. Significant accounting policies (continued)
(d) Property, plant and equipment (continued)

The carrying amounts of property, plant and equipment are reviewed
for indications of impairment at the end of each reporting period. An
impairment loss is recognised in the income and expenditure account if the
carrying amount of an asset, or the cash-generating unit to which it belongs,
exceed its recoverable amount. The recoverable amount of an asset, or of the
cash-generating unit to which it belongs, is the greater of its fair value less
costs of disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a discount rate
that reflects current market assessments of the time value of money and the
risks specific to the assets. An impairment loss is reversed if there has been
a favourable change in the estimates used to determine the recoverable

amount.

Gains or losses arising from the retirement or disposal of an item of property,
plant and equipment are determined as the difference between the net
disposal proceeds and the carrying amount of the item and are recognised in
the income and expenditure account on the date of retirement or disposal.

(e) Operating lease charges

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee. All
other leases are classified as operating leases.

Rentals payable under operating leases are charged to the income and
expenditure account on a straight-line basis over the term of the relevant
lease.

(f) Receivables
A receivable is recognised when the Commission has an unconditional right
to receive consideration. A right to receive consideration is unconditional if

only the passage of time is required before payment of that consideration is
due.

F R ANNUAL REPORT 2018/2019
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BAF5 R RIIEE
NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)
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Significant accounting policies (continued)
Receivables (continued)

Receivables are stated at amortised cost using the effective interest method
less allowance for credit losses as determined below:

Policy applicable from 1 April 2018

The loss allowance is measured at an amount equal to lifetime
expected credit losses (“ECLs”), which are those losses that are
expected to occur over the expected life of the receivables. The
loss allowance is estimated using a provision matrix based on
the Commission’s historical credit loss experience, adjusted for
factors that are specific to the debtors and an assessment of
both the current and forecast general economic conditions at
the reporting date.

For all other financial instruments, the Commission recognises a
loss allowance equal to 12-month ECLs unless there has been a
significant increase in credit risk of the financial instrument since
initial recognition, in which case the loss allowance is measured
at an amount equal to lifetime ECLs.

ECLs are remeasured at each reporting date with any changes
recognised as an impairment gain or loss in profit or loss. The
Commission recognises an impairment gain or loss with a
corresponding adjustment to the carrying amount of receivables
through a loss allowance account.

The gross carrying amount of receivable is written off (either
partially or in full) to the extent that there is no realistic prospect
of recovery. This is generally the case when the Commission
determines that the debtor does not have assets or sources of
income that could generate sufficient cash flows to repay the
amounts subject to the write-off.
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Financial Statements

CrE B
NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

2. Significant accounting policies (continued)
(f) Receivables (continued)
(B)  Policy applicable prior to 1 April 2018

Impairment losses for bad and doubtful debts were recognised
when there was objective evidence of impairment and were
measured as the difference between the carrying amount of the
financial asset and the estimated future cash flows, discounted
at the asset’s original effective interest rate where the effect
of discounting is material. Objective evidence of impairment
included observable data that came to the attention of the
Commission about events that had an impact on the asset’s
estimated future cash flows such as significant financial difficulty
of the debtor.

Impairment losses for receivables whose recovery was
considered doubtful but not remote were recorded using an
allowance account. When the Commission was satisfied that
recovery was remote, the amount considered irrecoverable was
written off against the receivable directly and any amounts held
in the allowance account relating to that debt were reversed.
Subsequent recoveries of amounts previously charged to the
allowance account and subsequent recoveries of amounts
previously written off directly were recognised in the income
and expenditure account.

(g) Payables
Payables are initially recognised at fair value and subsequently stated at

amortised cost unless the effect of discounting would be immaterial, in
which case they are stated at cost.
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2. EESEEE (8) 2.

(h) RERREFEY (h)
ReRREFEYVEERTEAREE 7
A ERTT R E R B R HTER > K58
NS REMENIRE  LFEREMERRE
REMNREE  BEEHOERTK K
RiEFRE=ERRZIH -

Significant accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, demand
deposits with banks and other financial institutions, and short-term, highly
liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition.

(i) EESig#H (i) Employee benefits

(i) 1EERE - #mNe REMmE 517 (i)  Employee leave, gratuity and other entitlements
EBEUEZEENER YRS inE Employee entitlements to annual leave, gratuity and other
W= EREZLEEF BErrFrEST - entitlements are recognised when they accrue to employees. A
RE & 2R AR FE M A= YR A EY provision is made for the estimated liability for untaken annual
FHB RN REMEEHMRE leave, gratuity and other entitlements as a result of services
SREAR 2 EH B8 © rendered by employees up to the year end date.
BENZENHRE - DEBESE Employee entitlements to sick leave, maternity leave and
BRPME B R RBF 5 P HESS © paternity leave are not recognised until the time of leave.
EEEH = HRE R FEIE AR Employee benefit expenses are charged as expense on an
IRBEECEESN AR o accrual basis in the period in which the associated services are

rendered.
(i) FEEEEEFRKETE (i) Defined contribution retirement scheme

BREGCMA—M@ER GafltAR
EFTEIEAI) TRIZAVEHEIME AR
TETE -

EHEE AR EIZHAEENE
ERERZIEE A - R
% BEEMEHMARNEE -
FAtBI EERBREECEENH
=0 B—IRBRBIEEAEER
A -

8 & Competition Commission

I
=

The Commission has joined and made contributions to a
mandatory provident fund scheme established under the
Mandatory Provident Fund Schemes Ordinance.

The obligations for contributions to mandatory provident
fund scheme are recognised as an expense in the income and
expenditure account as incurred. The Commission has no
further payment obligation once the contributions have been
paid. The assets of the scheme are held separately from those of
the Commission in an independently trustee-administered fund.
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Financial Statements

CrE B
NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

2. Significant accounting policies (continued)
(j) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when
the Commission has a legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made. When
the time value of money is material, provisions are stated at the present value
of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only
be confirmed by the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

(k) Income recognition
Details of the Commission’s income recognition policies are as follows:
(i)  Government subventions

Government subventions are recognised initially when there
is reasonable assurance that they will be received and that the
Commission will comply with the conditions attaching to them.
Government subventions that compensate the Commission for
expenses incurred are recognised as income in the income and
expenditure account on a systematic basis in the same periods
in which the expenses are incurred. Government subventions
relating to specific projects are deferred and recognised in the
income and expenditure account over the period necessary
to match them with the expenses that they are intended to
compensate.
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Significant accounting policies (continued)

Income recognition (continued)

Application fee income

Application fee income is recognised only to the extent of the
costs incurred that it is probable to be recoverable.

Interest income

Interest income is recognised as it accrues using the effective
interest method.

Related parties

A person, or a close member of that person’s family, is related to the
Commission if that person:

(a)

has control or joint control over the Commission;

(b)  has significant influence over the Commission; or

(c) is a member of the key management personnel of the
Commission.

An entity is related to the Commission if any of the following
conditions applies:

(@)  The entity and the Commission are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member).
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NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

2. Significant accounting policies (continued)

() Related parties (continued)

(i)

An entity is related to the Commission if any of the following

conditions applies: (continued)

(@]

(e)

Both entities are joint ventures of the same third party.

One entity is a joint venture of a third entity and the other
entity is an associate of the third entity.

The entity is a post-employment benefit plan for the
benefit of employees of either the Commission or an
entity related to the Commission.

The entity is controlled or jointly-controlled by a person
identified in (1)(i).

A person identified in (I)(i)(a) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

The entity, or any member of a group of which it is a part,
provides key management personnel services to the

Commission.

Close members of the family of a person are those family

members who may be expected to influence, or be influenced

by, that person in their dealings with the entity.
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3. FF#EED 3. Government subventions

BB e & A RITHERAE (T HAF ) Government subventions represent the funds granted by the Government
e R B - DIETT (I&F) Ehefil  of the Hong Kong Special Administrative Region (“the Government”) for the

S o EFEAENMMNHEHEEERSZEER Commission to discharge its duties under the Ordinance. Reconciliation
MBS B HIRE R T ¢ between Government subventions granted for the year and Government
subventions recognised in the income and expenditure account during the

year is as follows:

2019 2018
BIT HKS BT HKS
FFEAERZBIFRHE
Government subventions granted for the year
e
Recurrent subventions 104,659,000 80,245,000
FEASE 4D
Non-recurrent subventions 2,970,000 -
107,629,000 80,245,000
R R F AR BATHE (MiEE14)
Government subventions received in prior years and recognised during
the year (Note 14)
& HE wEED
Recurrent subventions 4,196,069 8,618,931
IS E 4B
Non-recurrent subventions 273,165 -
4,469,234 8,618,931
112,098,234 88,863,931
BATAW T #EED (FiEE14)
Transfer to Government subventions received in advance (Note 14)
e
Recurrent subventions (3,790,000) (1,240,000)
IS 4B
Non-recurrent subventions (2,970,000) -
(6,760,000) (1,240,000)
Uz IR B AR FT #EED
Government subventions recognised in the income and
expenditure account 105,338,234 87,623,931

ﬂ MBBKZLZEE Competition Commission
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4. Litigation Fund subventions

2019 2018
BT HKS 7BIT HKS

HEFERYRIRYEREAE £ 1N

Litigation Fund subventions received for the year 28,710,000 -
BATRGEREAE 2 %EE)
Transfer to Litigation Fund subventions received in advance (5,092,473) -
TRz IR B RHERBAVEREAE 2 4HE)
Litigation Fund subventions recognised in the income and

expenditure account 23,617,527 -

5. FAUNERES

5. Application fee received in advance

2019 2018
BT HKS 7T HKS

F1)
At beginning of the year
RERKEINEREE

Application fee received during the year

HRU Sz R B A RS RI 2 ER

100,000 50,000

Amount recognised in income and expenditure account (100,000) (50,000)

TR
At end of the year

HERFRERBREMBZNERSELEER
BIRRERAER R "FRNEHFE > AT
EERFEEERNRAHERN S E WK
B AREEAIA -

Fee received for the application of a decision for certain exclusions and
exemptions is deferred and recognised as “Application fee received in
advance” in the statement of financial position. An amount equivalent to
the cost incurred for assessment of the application is recognised as income
in the income and expenditure account.
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6. HIithlkA 6. Otherincome
2019 2018
7BJT HKS BIT HK$
TBIRHE - HER R AR U
Gain on disposal of property, plant and equipment 46,400 -
Hits
Others 257,835 -
304,235 -
7. BERHX 7. Staff expenses
2019
7BJT HKS T HK$S
Fim s ELAtba@F
Salaries and other benefits 57,526,844 51,776,253
EHIME AR ETEIZ
Contributions to mandatory provident fund scheme 944,503 791,622
58,471,347 52,567,875
8. i H 8. Enforcement expenses
2019 2018
BT HKS 7BJT HK$
FEZH
Investigation expenses 3,613,644 1,419,019
SREASZH
Litigation expenses 23,564,851 9,886,135
Hith
Others 408,027 -
27,586,522 11,305,154

FEHK LT EE Competition Commission

Sk
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9. W - MBREEE 9. Property, plant and equipment
Bl
RE# BHR ’
HEWMREE WAERE Computer EEXE SE  EEER
Leasehold (0]} hardware Furniture Motor Project-
improvements equipment and software  and fixtures vehicles in-progress
BTLHKS BT HKS BT HK$ /T HK$ EJTHKS  7EJT HKS
A Cost
7820174810
At 1 April 2017 8,986,436 1,488,285 14,760,333 587,213 285,677 - 26,107,944
fBE
Additions 41,300 - 770,657 - - - 811,957
A
Disposals - - (18,560) - - - (18,560)
$820185%3H31H
At 31 March 2018 9,027,736 1,488,285 15,512,430 587,213 285,677 - 26,901,341

S EHFE Accumulated depreciation

1220175F4R1H

At 1 April 2017 8,169,289 1,319,444 11,165,913 542,563 161,883 - 21,359,092
e

Charges 352,635 115,808 2,267,185 22,253 57,135 - 2,815,016
TETERFEEE]

Written back on disposals - - (18,560) - - - (18,560)
7220185%3H31H

At 31 March 2018 8,521,924 1,435,252 13,414,538 564,816 219,018 - 24,155,548
PR {E Carrying amount

$201853831H

At 31 March 2018 505,812 53,033 2,097,892 22,397 66,659 - 2,745,793
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9. Y% - HBEHRE (i8) 9. Property, plant and equipment (continued)
Bl
RE# BHR ’
HEWMREE WAERE Computer EEXE SE  EEER
Leasehold (0]} hardware Furniture Motor Project-
improvements equipment and software  and fixtures vehicles in-progress
BTLHKS BT HKS BT HK$ /T HK$ EJTHKS  7EJT HKS
A Cost
$82018F481H
At 1 April 2018 9,027,736 1,488,285 15,512,430 587,213 285,677 - 26,901,341
fBE
Additions - 41,340 2,715,914 - - 261,075 3,018,329
A
Disposals - - (575,570) - - - (575,570)
582019534310
At 31 March 2019 9,027,736 1,529,625 17,652,774 587,213 285,677 261,075 29,344,100

S EHTE Accumulated depreciation

201848 1H

At 1 April 2018 8,521,924 1,435,252 13,414,538 564,816 219,018 - 24,155,548
e

Charges 379,359 51,690 1,509,431 13,388 57,135 - 2,011,003
TETERFEEE]

Written back on disposals - - (575,570) - - - (575,570)
78201953H31H

At 31 March 2019 8,901,283 1,486,942 14,348,399 578,204 276,153 - 25,590,981
PR {E Carrying amount

$4201953831H

At 31 March 2019 126,453 42,683 3,304,375 9,009 9,524 261,075 3,753,119

ﬂ MBBKZLZEE Competition Commission
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10. Other receivables, deposits and prepayments

2019 2018
BT HK$ 7BIT HKS

HAthFEUTFR

Other receivables 347,404 51,442

A A INEN

Deposits and prepayments 3,871,610 2,448,921
4,219,014 2,500,363

%7 &% 1,662,360 T (2018 £ : 876,000 JT )
RIFERTRET I —F R EZ 5  FREREHIFIE
HEWER ~ R& RIBI RIS —FAURE
HEREER -

1. RERBITHRF

All of the Commission’s other receivables, deposits and prepayments
are expected to be recovered or recognised as expenses within one year
except for an amount of $1,662,360 (2018: $876,000), which is expected to
be recovered after more than one year.

11. Cash and bank balances

2019 2018
FEJT HKS 7T HKS

R RIR1THER

Cash and bank balances 37,831,931 46,626,043

RFFEAT e = E B AR EIRITF L

Short-term bank deposits with original maturity not more than three months 20,000,000 23,000,000

HeRIREEEY

Cash and cash equivalents 57,831,931 69,626,043

Rz ERERE =8 B AVERTT 17

Bank deposits with original maturity over three months 35,000,000 -
92,831,931 69,626,043

F R ANNUAL REPORT 2018/2019 ﬂ
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12. HEEHRERER

12. Provision for staff entitlements

2019 2018
BT HK$ 7T HKS

1] At beginning of the year 6,269,568 4,788,463

1341 Provisions made 6,026,213 5,644,058

BH Forfeitures (541,287) (259,393)

EXRERZEE

Amounts paid and utilised (4,141,598) (3,903,560)

FX

At end of the year 7,612,896 6,269,568

A ORENER S

Less: Current portion (4,521,067) (3,915,604)
SAEFhZ

FFREDERT 3,091,829 2,353,964

Non-current portion

BENRHNEBRHEAZTHEEHENS
AR SR ER SN RMEAFM
M« RIMENFRAEMEEZHEMERIL -

13. HithfEfTRR B8R

Provision for staff entitlements is set up for gratuity payments, unutilised
annual leave and other staff-related benefits which will be payable to
employees of the Commission upon their fulfilment during the contract
period or at end of the contract period.

13. Other payables and accruals

2019 2018
BT HKS BT HKS

HithEF R

Other payables 2,151,006 2,525,897

FEEtER

Accrued expenses 684,123 1,260,782

Hith

Others 1,443,261 1,440,046
4,278,390 5,226,725

B HMEN R REGERR N —FR#E

=k
B °

g MBBKZLZEE Competition Commission

All of the other payables and accruals are expected to be settled within one
year.
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14. Government subventions received in advance

2019 2018
7T HKS 7T HKS

F1
At beginning of the year
Uz R B SRR ER (BFEE3)

19,341,069 26,720,000

Amount recognised in income and expenditure account (Note 3) (4,469,234) (8,618,931)

HREARUEIA R 2M8F AREEERYEE) (FfEE3)

Subventions received during the year and to be recognised

within 12 months (Note 3)

6,760,000 1,240,000

FR
At end of the year

21,631,835 19,341,069

I Represented by :
mENER S

Current portion
IERENER D

Non-current portion

10,060,300 4,341,069

11,571,535 15,000,000

FXR
At end of the year

21,631,835 19,341,069

FRREFHE 2N & BEREFIEERR
B¢ 2 AR B IAEITAIIR B M FRUAIFIR -
HERREREARKEEBBESZHES
BOHAR A F R U S R B R FERR AL o

FERENEBDFEFIEBAFF 2014 F£2 B 10 H
FEBTERELU RS ENBREIBEEM
REREEN—REE R -

Government subventions received in advance represent subventions
received in connection with expenditure to be incurred after the end of the
reporting period for specific uses and are deferred and recognised as income
in the income and expenditure account on a systematic basis in the same
period in which the expenditure is incurred.

The balance under non-current portion represents an additional one-off
funding granted by the Government on 10 February 2014 for conducting
groundwork research and one-off expenses to support and strengthen the

Commission’s initial set-up.
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15. #iEE = MR ER
(a) fEfRExE

RRESFE—MAE THHREEETE
A - REBEMEFERX  RFRESAREHA
MBS BT SEERE SN T EMEF
FEZ B #BNERRY 25% (" REfl EBR 1) - B&
FEIBBREEZRREENER (IBRK
mkitERt ) EEHMEEHRESR (EHR)
BIRFREIH AR - DRIBH R LRV DR
FRBUA ©

(b) fHENERER

15. Reserve fund and surplus subventions
(@) Reserve fund

The reserve fund is available for general use and can be spent at the
discretion of the Commission. Unspent Government subventions at the
end of a financial year, which forms a part of the reserve fund, shall not
exceed 25% of the Government subventions to the Commission in the
following financial year (“the reserve ceiling”). The amount in excess of the
reserve ceiling would be returned to the Government, unless the reserve
ceiling is raised by the Permanent Secretary for Commerce and Economic
Development (Commerce, Industry and Tourism) following consultation with
the Financial Services and the Treasury Bureau (The Treasury Branch).

(b) Surplus subventions

2019 2018
BT HKS BT HKS

REwHBIRES (MaH)

Surplus subventions retained (note (i) 18,239,535 18,239,535

FEIS BT FEN B BR ( Fffazii)

Surplus subventions payable to the Government (note (ii)) 7,767,955 -
26,007,490 18,239,535

Btz -

() BUFFEFHERZEIREEEER 2,091 BLAIHEE&R
BAREIETEFHAER - #22 2019 4 3 B 31 H155 1,824
BT KREH 2019 F3 531 H# X EBAA
HFFHRRSEREE - A% 2019 4F 8 B 8 HER{SHEHE & (REE
FIEEE 1,824 ETHIRES » LIBT3 ZE S #2E 2022 £F
3 A 31 HILRBIFERIGTEISE H -

(i) 1RIEELZ 2019 £F 3 B 31 HE9#E LR - #BH 1% LR
7,767,955 TLAIRERASTE F —BIEI FZEREREBUT ©

MBBKZLZEE Competition Commission

Notes:

(i) In previous years, the Government approved the Commission to retain a total of $20.91
million surplus subventions for specific use and $18.24 million not yet utilised as at 31 March
2019. Subsequent to 31 March 2019, the Commission has re-submitted an application and
obtained approval from the Government on 8 August 2019 to retain and deploy the surplus
subventions of $18.24 million for meeting the planned expenditures of the Commission up
to financial year ending 31 March 2022.

(i) Based on the reserve ceiling as at 31 March 2019, the surplus in excess of the reserve ceiling
amounting to $7,767,955 will be returned to the Government in the next financial year.
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16. EXREBEHFIES 16. Material related party transactions
ERENERETUTEARBBARS The Commission entered into the following material related party

transactions during the year:

2019 2018
BT HKS 7BIT HKS

TEEEASHRE
Key management compensation
Fim s ELAtba@F
Salaries and other benefits 11,853,120 11,177,236
EHIMEATERETEIZ AR
Contributions to mandatory provident fund scheme 54,000 45,437
11,907,120 11,222,673
REEREME
Honorarium to Commission members 4,060,000 3,880,000
BENRH AR AR A MBS PI R < & B
Cost reimbursement to other Government departments for
IT related services 47,158 33,226

EsRkREEeZTERTESIE A ER/gEIE Al transactions related to the procurement of goods and services involving

BHERMEENS RIEERERIS » 192  organisations in which a member of the Commission and key management

FHELRERTIRBEREeMEESIR personnel may have an interest are conducted in the normal course of

FEIRERRRET o business and in accordance with the Commission’s financial obligations and
normal procurement procedures.

17. KB 17. Commitments

(a) 2019331 BkREFFMX (a) Capital commitments outstanding at 31 March 2019 not

RERBEREANIRBREHGHNES provided for in the financial statements were as follows:
RIBAF -
2019 2018
78T HKS /BTT HK$
SHIES
Contracted for 2,421,209 -
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17. &g (48)

(b) 20193 H31 B AATHH
ZEBEHSENREMAMRIERE

17. Commitments (continued)

(b) At 31 March 2019, the total future minimum lease
payments under non-cancellable operating leases are

ERIBHMEENT : payable as follows:
2019 2018
78I HK$ /BT HK$
—FR
Within 1 year 6,649,200 5,867,184
—FREAFA
After 1 year but within 5 years 23,506,560 1,955,728
AFELE
More than 5 years 5,876,640 -
36,032,400 7,822,912

BEEEEEHETHANYE  IFHEN
BHI3E6F - BAREEEME HLEETE
EEREE -

18. BABEMEERNEMT RN
AnE

BEECEIRMBTEGERITHEET  HF
RAMEHEECEE BREGTBHEMEA
EEEENEMIE  SRFEEMEBUNGR - &
T HthEARREFER « TRNBUEHED
DRw#EehRE: - BEEREAEEMFEMAR
EERBURREBE SRR - RET MM
RARTFEBUSHREZETEHZAREER
15 -

g MBBKZLZEE Competition Commission

The Commission leases properties under operating leases, which run for an
initial period of 3 to 6 years with an option to renew the lease. The leases do
not include contingent rentals.

18. Financial risk management and fair value of
financial instruments

The Commission’s principal financial instrument comprises bank balances,
of which the purpose is to maintain the Commission’s operations. The
Commission has other financial instruments, such as other receivables,
deposits, other payables, accruals, Government subventions received in
advance and surplus subventions, which arise directly from its operations.
The Commission is exposed to credit risk and liquidity risk which arise directly
from its activities. The Commission generally adopts conservative strategies
on the Commission’s risk management and limits the Commission’s exposure

to these risks to a minimum.



18. FEAMEENEMIT AN
ARfE (&)

(a) EERM

EERBEIZHFREBTHESEIE

ENEAZEAMEBHRZERREBRZE
%o BMEEMAHNEERREIRREEFM
REEFIRRIF RE/IMEB AIRA € M
ZIRITHETF o

BEEMESRMEEMARNEGRRAR
FZEEMEENERPRNIREME - HEE
I F R E BN A EAIERA -

(b) RENE=EE

BEEHNERATHERERE KRR
BEST K - LUREFREMT 2NN MEiHLL
AR ARRBAZASHESER -

RERPR BESEBHREANTHMERE
ZRREERHHSEE BT RBEZEHE
HAE#mAn T -
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18. Financial risk management and fair value of
financial instruments (continued)

(@) Creditrisk

Credit risk refers to the risk that a counterparty will default on its obligations
to repay the amounts due to the Commission resulting in a loss to the
Commission. The Commission’s credit risk is primarily attributable to bank
balances, which are deposited with financial institutions in Hong Kong with
sound credit ratings and minimal credit exposure.

The maximum exposure to credit risk of the Commission’s financial assets
represents their carrying amounts at the end of the reporting period. The
Commission does not hold any collateral over these assets.

(b) Liquidity risk

The Commission’s policy is to regularly monitor its current and expected
liquidity requirements to ensure that it maintains sufficient reserves of cash
to meet its liquidity requirements in the short and longer term.

The remaining undiscounted contractual maturity profile of the Commission’s
financial liabilities at the end of the reporting period, based on the earliest
date on which the Commission is required to settle is summarised below:

2019
FRERESHIBEER

Contractual undiscounted cash outflow

—FE
—FF BRFUTF
S BNEF I HA More than IREEEE
Within 1 year or 1 year but less Carrying
on demand than 5 years amount
BT HKS BT HKS BT HKS
HE=HE#EE
Provision for staff entitlements 4,521,067 3,091,829 7,612,896 7,612,896
HitnET R EETER
Other payables and accruals 4,278,390 - 4,278,390 4,278,390
FEU B AT #ED
Government subventions received in advance 10,060,300 11,571,535 21,631,835 21,631,835
FEULERERE £ FEED
Litigation Fund subventions received in advance 5,092,473 - 5,092,473 5,092,473
wHENR AR
Surplus subventions 26,007,490 - 26,007,490 26,007,490
49,959,720 14,663,364 64,623,084 64,623,084

ZF #R ANNUAL REPORT 2018/2019 g
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18. FEAMEENEMIT AN
ARE (&)

(b) MENEZEME (1)

18. Financial risk management and fair value of
financial instruments (continued)

(b) Liquidity risk (continued)

2018
FRRSHRER

Contractual undiscounted cash outflow

—FE
—FETF BRETF
S¢ BN EFFIEA More than IREEZE
Within 1 year or 1 year but less Carrying
on demand than 5 years _amount
BT HKS BT HKS BT HKS
B ZFEHEER
Provision for staff entitlements 3,915,604 2,353,964 6,269,568 6,269,568
HithrEA R R ESTER
Other payables and accruals 5,226,725 - 5,226,725 5,226,725
FEUEL AT #EED
Government subventions received in advance 4,341,069 15,000,000 19,341,069 19,341,069
eV R ER
Surplus subventions 18,239,535 - 18,239,535 18,239,535
31,722,933 17,353,964 49,076,897 49,076,897

(c) E¥AR

BREEMENZZIHUERE  REERA
MRBAZERNEHER -

(d) EFEHE

BEGEERALHE EXANEREHE
BB RS - BB BRI ERE R
EEEMIETE -

(e) ASMEEE

BB E 0% BT B A A o M A A T IR A

IREEEEE AL 2019 £ K 2018 &£ 3 B 31 HAY
ARBELEEAEZR -

MBBKZLZEE Competition Commission

(c) Currencyrisk

The Commission has no significant exposure to currency risk as substantially
all of the Commission’s transactions are denominated in Hong Kong dollars.

(d) Capital management

The Commission’s primary objectives when managing its funds are to
safeguard the Commission’s ability to continue as a going concern. The
Commission’s overall strategy remains unchanged from prior year.

(e) Fair value measurement

The carrying amounts of the Commission’s financial instruments carried at

cost or amortised cost are not materially different from their fair values as at
31 March 2019 and 2018.



19. #F 2019F 3 A31 HIEEFE
BETHIRIC M8 M 1B s R £ XK
85T - R R RREE R RER 2RV

o — |

BEAPBRRTEZHEHL  SESEHAL
BEMEMETIEET - MEARERE  HR
HE2019F3H831 BIEFEREXREN K
IR R MR B IR INEL SR o S AR
BLEE T MERBEZEERMNIEE -
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19. Possible impact of amendments, new standards
and interpretations issued but not yet effective for
the year ended 31 March 2019

Up to the date of issue of these financial statements, the HKICPA has issued
a number of amendments, new standards and interpretations which are not
yet effective for the year ended 31 March 2019 and which have not been
adopted in these financial statements. These include the following which
may be relevant to the Commission.

EUT B Z &R EETERE

Effective for accounting periods beginning on or after

(EAMEMEER) 65k THE,
HKFRS 16, Leases

BEERIEF AL FEET « ERREREY
BXERBENTAEE ZEEMALL > 5
ZECHM THERNE T 5 E A REH R
BEREMEATE BRRBEENE—YS
HBER T XL - EEHY (FRUBRSE
ZRI) 2 16 SRAVFHES KE A » BHIAER
RZFEANERZENEAMTR > AR
BEEHRCERTEEENREEREA
WEHNEH - EZERNHESHE 2020 F
3B 31 HEFEMBRENBEMAR - HBE
BUREHANESHEE BREGUREN
BHHNSHHRNERE OFRENE H
EERERITIARE A A RS -

(EEMFHHSER) F165% - "HE

GBI EE 2(e) ATIREE @ BRE S IRASHS(F AR M
AT R EMEIERATERE -

FRHERHE R EREEREBRIGR
FIENN - R EHFIHAR M UL 2 1Rk B R EES
F 2 AORERS o

2019F1H1H
1 January 2019

The Commission is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations is expected
to be in the period of initial application. So far the Commission has identified
some aspects of HKFRS 16 which may have a significant impact on the
financial statements. Further details of the expected impacts are discussed
below. While the assessment has been substantially completed for HKFRS
16, the actual impact upon the initial adoption of the standard may differ
as the assessment completed to date is based on the information currently
available to the Commission, and further impacts may be identified before
the standard is initially applied in the Commission’s financial statements
for the year ending 31 March 2020. The Commission may also change
its accounting policy elections, including the transition options, until the
standard is initially applied in the financial statements.

HKFRS 16, Leases

As disclosed in note 2(e), currently the Commission classifies all the leases
entered as lessee into operating leases.

The application of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on the timing of the
expense recognition in the income and expenditure account over the period
of the lease.
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BT

Financial Statements

CrE BN EE:

NOTES TO THE FINANCIAL STATEMENTS

(LU )77 Expressed in Hong Kong dollars)

19. BEE 2019 F 3 B 31 HILFE
= 5+ HR R 2 58 #5188 R S 3R
fERT - $hEERI KRR R BER 2R AY
=& (8)

(EARHERSER) 25 16 5252 2019 F 1 B
1 B Z ABRBNEEEN - LR ETElIE
ASETROBMARIER (F BRI SRS 8D
FEies LHEEXERNRENERIA
#2019 F4 B 1 BERHNERNAEZE B
TEERLEEER - RIBHEE 17(b) BIKE -
12019 F 3 831 B BEERTT A HEHE
RERNETHMERERRFRERERBA
36,032,400 JT ° FIMRFER (E BRI TEHRES LRI
F16 % HMEBEREENEREEER
2019 4 B 1 HHAWAEERHS AR IB AL IR &
HITIEEE o

MBBKZLZEE Competition Commission

19. Possible impact of amendments, new standards
and interpretations issued but not yet effective for
the year ended 31 March 2019 (continued)

HKFRS 16 is effective for annual periods beginning on or after 1 January
2019. The Commission plans to elect to use the modified retrospective
approach for the adoption of HKFRS 16 and will recognise the cumulative
effect of initial application as an adjustment to the opening balance of equity
at 1 April 2019 and will not restate the comparative information. As disclosed
in note 17(b), at 31 March 2019 the Commission’s future minimum lease
payments under non-cancellable operating leases amounted to $36,032,400
for properties. Upon the initial adoption of HKFRS 16, the opening balances
of lease liabilities and the corresponding right-of-use assets will be adjusted
after taking account the effects of discounting, as at 1 April 2019.
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