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The period of June to October 2016 has seen good progress in many aspects of the Competition
Commission’s (Commission) work. After the release of the results of our market study into the building
maintenance and renovation market in May, we launched our first major publicity campaign since full
operations commenced last December to raise community awareness of bid-rigging and to educate about
how to detect and prevent bid-rigging.

In carrying out our advisory function on competition matters, we published our first advisory bulletin in early
September summarising our recommendations to improve the competitiveness of the supply of liquefied
petroleum gas to public housing estates. The Commission will continue to proactively consider issues of
public concern and make recommendations to the Government on competition matters.

In mid-September, we published our proposed block exemption order for certain liner shipping agreements
which is currently in consultation. Through this first proposed order, members of the public and potential
applicants for block exemptions will have a better understanding of the Commission’s criteria and
considerations in reaching its decisions on block exemptions.

We continue to reach out to our stakeholders through meetings, seminars and a panel discussion featuring
a strong line-up of speakers from the United Kingdom and Hong Kong. Internationally, representatives of the
Commission have participated in several regional and international antitrust conferences during the period.
These are valuable opportunities for us to keep abreast of best international practices and to learn from our
counterpart agencies to ensure effective enforcement.
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Commiission’s call to fight bid-rigging cartels through a multi-pronged campaign
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https://www.compcomm.hk/tc/media/press/files/Report_on_market_study_C.pdf
https://www.compcomm.hk/tc/media/reports_publications/bid_rigging.html
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In recent years, time and again we had media reports and other sources suggesting the residential building
renovation and maintenance sector was rife with bid-rigging activities, which caused homeowners to pay
more than they should have for repair works or have to put up with poor quality work. In view of these
concerns, the Commission undertook a study into certain aspects of the
market as it operated prior to the Ordinance coming into full effect and
published its findings in May 2016. The overall result of the study is consistent
with the widespread concern that bid-manipulation practices were prevalent
in the local res.ldentlal building renovation a?nd mal.nt.enance markejc in th,e g%%%;mﬁ&@@mg;ﬁ,
recent past (click here for the report). Besides guiding the Commission’s

future investigations, the results also reinforced the need to advocate and

educate the public on the topic.

Bid-rigging cartels can occur in any market or sector in Hong Kong where
tender processes are used. To raise community awareness as well as JJE
to educate about how to detect and prevent bid-rigging cartels, the
Commission launched a multi-pronged "Fighting Bid-rigging Cartels"
Campaign (Campaign) as its first major advocacy initiative since the
Ordinance came into full effect in Hong Kong last December.

ikl

2016 45

The Campaign was kick-started with a TV announcement and two
brochures outlining common types of bid-rigging and tips for procurement
7 Ty officers to strengthen tendering process. A series of educational videos
WANTER . -
and radio programmes were produced and broadcast to facilitate easy
understanding of these messages. The Campaign was also supported by
extensive online and outdoor advertising to enhance public awareness.
These materials are available on the Commission’s website.

To further reach out to the community, a Roving Exhibition on the topic
was staged at four key locations in Hong Kong in May and June. In August,
publicity posters of the Campaign were sent to the owners’ corporation

rod of over 15,000 residential and commercial properties in Hong Kong. Two
ﬂiﬁﬂ/’ﬁ seminars on fighting bid-rigging cartels targeting different audiences

Report Bid-rigging including procurement practitioners, property management companies
3462 2118 and property owners were held on 13 July and 6 September to spread the
og Sannen® % message. The Commission has also supported initiatives by a number of
e compcomm.k = District Offices in raising community awareness of bid-rigging. This support

includes conducting seminars and workshops on effective tendering and
participating in building management competitions and exhibitions.



https://www.compcomm.hk/en/media/reports_publications/files/Report_on_market_study.pdf
https://www.compcomm.hk/en/media/reports_publications/bid_rigging.html
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Commiission publishes first advisory bulletin on liquefied petroleum gas supply
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The perceived lack of competition in respect of the current Piped
Liquefied Petroleum Gas (Piped LPG) supply arrangement in the 15
public rental housing estates under the management of the Hong
Kong Housing Authority (HKHA) has been a subject of concern. In
light of this, the Commission has exercised one of its functions of
advising the Government on competition matters by publishing a
series of recommendations with an aim to improve competition in
this market.

After reviewing the relevant information provided by the HKHA, as
well as other information in the public domain, the Commission is of
the view that the current practice of renewing incumbent suppliers’
contracts instead of conducting a competitive process favours such
incumbents and reduces the possibility of obtaining better terms
and services for the residents concerned. The HKHA should consider
introducing a competitive process to determine the award of subsequent contracts and the residents of
these estates should be involved in deciding whether subsequent contracts should be awarded to incumbent
suppliers or whether a competitive process should be followed.

Interested parties are welcome to refer to the advisory
bulletin on the Commission’s website which further elaborates '
the Commission’s views and recommendations on the subject.

The Commission will continue to proactively consider issues of ': E

public concern and make recommendations to the Government
and public bodies on how to advance competition in different
markets for the longer term benefit of the community.



https://www.compcomm.hk/tc/media/press/files/20160908_Competition_Commission_Advisory_Bulletin_tc.pdf
https://www.compcomm.hk/en/media/press/files/20160908_Competition_Commission_Advisory_Bulletin_en.pdf
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Commission’s publicity and advocacy videos won Questar Awards
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and reward the best in visual
communications in both private and public sectors. The program
symbolises the stellar qualities of creativity, craft, innovation and
originality. In its twenty-first year, the Questar Awards had nearly
100 entries received worldwide.
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The Commission's "Competition Ordinance is now in full effect" TVC,
educational video on "Cartel" and “Compete with Integrity" TV Series
scooped a number of accolades
in the Questar Awards 2016
including a Grand Winner in
the “Non-Profit Organisations”
category. The International
Questar Awards celebrate
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Panel discussion on the review and prospect of Hong Kong’s competition regime
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The Commission and the British Consulate-General co-
organised a Panel Discussion on “Review of the Hong Kong
Competition Regime and the Way Forward” on 21 September.
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A strong line-up of speakers from Hong Kong and the UK

including Richard Gordon QC, the CEO of the Commission
and representatives from the legal sector shared their unique
perspectives on the development of an effective competition
regime and the challenges faced by young competition

regulators.
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The Commission has an ongoing role to inform the Hong Kong public and
businesses about the benefits of competition to the Hong Kong economy and
the need for them to be aware of and to comply with the Ordinance. Between
June and October 2016, the Commission participated in 43 engagement
meetings and seminars with various stakeholders including legislators, different
trade associations and public bodies.

The Commission’s Annual Report is an important and effective tool of

communication with the public and its stakeholders. The Annual Report 2015/16 has just been published
with a detailed review of the Commission’s work and major milestones in this important year in which it has
settled into its law enforcement role.
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The Commission continues to engage with

various stakeholders through meetings and

seminars.



https://www.compcomm.hk/en/media/reports_publications/files/2015_16_CC_Annual_Report.pdf
https://www.compcomm.hk/en/media/reports_publications/files/2015_16_CC_Annual_Report.pdf
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Representatives of the Commission including
the CEO attended the 9" Seoul International
Competition Forum and the 12" East Asia Top Level
Officials” (EATOP) Meeting on Competition Policy
in Seoul, Korea in early September. Speakers at the
Seoul International Competition Forum discussed
competition issues such as information exchange,
most favoured nation clauses in online platform
markets and competition issues in the aftermarket.
At the EATOP Meeting, 16 competition agencies
from East Asia exchanged views on the recent
developments and trends in their jurisdictions and
the challenges of cross-border enforcement and
cooperation.

The 10" Georgetown Antitrust Enforcement Symposium was held on 20 September 2016 in Washington
DC, where leading professionals and top international competition officials gathered to discuss the current
issues in the antitrust arena. As a speaker on the Global Enforcers Panel, Chairperson of the Commission
Ms Anna Wu gave a review of the Commission’s early enforcement work and discussed procedural fairness,
sector inquiries and cooperation among jurisdictions.

In the same month, an economics professional from the Commission participated in the International
Competition Network's Workshop for Chief/Senior Economists in Vancouver, Canada. The two day workshop
covered four main topics: unilateral effects analysis, vertical restraints in digital markets, screening for cartels
and merger remedies. Each topic featured a presentation by an academic economist and case presentations
by competition authorities. The conference was a great success and an outstanding opportunity for Hong
Kong to benefit from the knowledge and experience of other jurisdictions.
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Consultation on the proposed block exemption order for certain shipping liner agreements

& B HH B i & B AR SL A 17758 (Vessel Sharing Agreement) J« HFR=TEw 7% (Voluntary Discussion
Agreement) FT{EHAVIEEGER Ran S HEE (2R ) » Bz ght 2016 49 H 14 HAAR T ESEAVAE -
B AL AT 2016 47 12 H 14 HEZ Al - i A R R R8s Ze G {F AL -

R G R X REEL TR - IS B AR A el i ARV & R 1% - ek % e DL
linak st U ERAGER R in < - (RS S AT & LU N AT A TR

A A RRE T T e A (5 A R A1 40%
AR S A i ey Al SREORATE N FIIE B G TR &
A A LA RS T S BRIV AR R B BB AR A e - /A RE 2 pa &1 -

RGP - B SRR A T St A A R I AR U BR PR vk - DL B s LA e
St iR s R R e < -

BE G FEOE KR ETT 7RSS JHEREA R EVER - BEALNERAYHEZEE
HHH R RE -

EEERR G - P ERRAGE (LR R GRTERAVAT ) MR IHY A > B R
Zeg > BOURE o £ 5 IE TR R ALR - SR e R E HE R REORE -

On 14 September 2016 the Commission issued its proposed decision in respect of the Hong Kong Liner
Shipping Association’s application (Application) for a block exemption order (BEO) covering both vessel
sharing agreements (VSAs) and voluntary discussion agreements (VDAs). The Commission now invites
interested parties to make representations to the Commission about the proposed decision by 14 December
2016.

The Commission is proposing to issue a BEO for VSAs as a result of its preliminary assessment of the
Application and in light of the economic efficiencies generated by this category of agreement. The proposed
BEO is subject to the following conditions:

e The parties to the VSA do not collectively exceed a market share threshold of 40%;

e The VSA does not authorise or require shipping lines to engage in cartel conduct; and

e Shipping lines must be free to withdraw from the VSA without incurring a penalty on giving reasonable
notice.

The Commission does not propose to issue a BEO for VDAs as it has formed the preliminary view that
this category of liner shipping agreement does not fall within the scope of the exclusion for agreements
enhancing overall economic efficiency.

The views of various stakeholders submitted during the preliminary consultation on the Application early
this year assisted the Commission in reaching the proposed decision.

The proposed BEO, a Statement of Preliminary Views outlining the Commission’s reasons for its proposed
decision and details on how to make a representation are available on the Commission’s website. A final
decision on the Application will be made after the Commission has considered any representations received
during the consultation.


https://www.compcomm.hk/tc/enforcement/registers/block_exemption/application.html
https://www.compcomm.hk/en/enforcement/registers/block_exemption/application.html
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The Commission is going to participate in the World SME Expo to be held on 1-3 December by the Trade
Development Council with display panels, educational videos, brochures and interactive games to help
businesses, especially SMEs, understand the Ordinance and how to prevent bid-rigging cartels. Visit us at
booth C21 at Hall IE of the Hong Kong Convention and Exhibition Centre to learn more about the new law.
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Asian Competition Forum to be held in early December
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The 12" Asian Competition Forum will be held on 5-6 December at the United Centre, Admiralty. Bringing
together academics, lecturers, large technology companies and lawyers from Hong Kong and other
jurisdictions, this year’s focus will be on the interaction between competition law and technological
innovation. The topics of abuse of market dominance, Intellectual Property Rights in relation to competition
law and technology regulations’ effect on stifling competition will be broadly discussed with the overarching
guestion of whether competition in technology is stifled within the Asian market. Click here for registration
details.


http://asiancompetitionforum.org/
http://asiancompetitionforum.org/
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What is a bid-rigging cartel?

Bid-rigging in the building maintenance industry has been one of the hot topics in Hong Kong.
The successful prosecution of the defendant in the Garden Vista case recently drives home the
message that participants in building renovation and maintenance projects should steer clear
of bid manipulation practices.

In fact anti-competitive bid-rigging (i.e. bid-rigging cartels) can occur in any market where
tender processes are used. It happens when two or more bidders agree (usually in secret) that
they will not compete with one another for particular projects. Common types of bid-rigging
cartels include:

Bid suppression — one or more competitors agree not to bid, or withdraw a bid submitted
previously

Cover bidding — certain bidders agree to submit bids with higher prices or less attractive (or
unacceptable) terms than the bid of the designated winner

Bid rotation — competitors agree to take turns to win in a series of contracts

Competitors agree not to bid or to submit a cover bid in exchange for subcontracts with the
designated winner

Bidders agree on minimum bidding prices or that the winning bidder will make a payment
to compensate the “losing” bidders

Under the Competition Ordinance, bid-rigging cartels are serious anti-competitive conduct
which the Commission accords priority to in its investigations and enforcement. Visit the
Commission’s "Fighting Bid-rigging Cartels" Information Centre on how to detect and prevent
bid-rigging cartels.
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https://www.compcomm.hk/tc/media/reports_publications/bid_rigging.html
https://www.compcomm.hk/en/media/reports_publications/bid_rigging.html



