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Wu Zhenguo, Director of the Anti-Monopoly Bureau of SAMR: Refining Measures to Implement Compe-
tition Policy and Highlight Key Points to Strengthen Anti-Monopoly Law Enforcement
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Wu Zhenguo, Director of the Anti-Monopoly Bureau of SAMR: Refining Measures to Implement
Competition Policy and Highlight Key Points to Strengthen Anti-Monopoly Law Enforcement

Reporter: The Third Plenary Session of the 19th CPC Central Committee called for strengthening and optimizing the
government’s anti-monopoly functions. SAMR has taken the responsibility of unified Anti-Monopoly Law enforce-
ment, marking the entry of China’s anti-monopoly field into a new era. At present, Anti-Monopoly Law enforcement
agencies and personnel have been put in place. How can national market supervision departments speed up the integra-
tion, solve the practical problems and difficulties faced by anti-monopoly work, and form a joint enforcement force?

Wu Zhenguo: At present, the problems faced by local market supervision departments in anti-monopoly field mainly
focus on refining the rules of the Fair Competition Review System (“FCRS”), improving system and mechanism,
strengthening capacity building, strengthening supervision and guidance, and unifying law enforcement standards.
SAMR will carefully analyze these problems and gradually solve it in the future work. In the practice of Anti-
Monopoly Law enforcement, there are two outstanding problems; one is the issue of confiscation of illegal gains and
the base of fines, and the other is the difficulty of advancing the FCRS. In this regard, local market supervision depart-
ments should unify their thinking and clarify the idea of “solving problems”.

Re the confiscation of illegal gains and the base of the fine. In law enforcement practice, it is often difficult to calcu-
late the illegal gains, but it should be calculated with all efforts. If it cannot be calculated, the reasons should be fully
explained. The fine base should be the total sales of the company in the previous year, not the sales of the products
involved. On this issue, SAMR has specifically requested the Standing Committee of the National People’s Congress
and received a clear reply. At present, SAMR is studying and establishing the rules of administrative punishments for
monopolistic cases and standardizing the scale of law enforcement.

Re the difficulty of advancing the FCRS. It should be known that advancing the FCRS is an important part of the
anti-monopoly work. In the next step, SAMR will promote the implementation of the FCRS by refining rules, improv-
ing mechanisms, and strengthening guidance. For the implementation of the FCRS, the State Council has included it in
this year’s important supervision matters. SAMR will intensify the supervision of this work and study the solutions to
the problems of reviewing provincial government document. Local market supervision departments should pay more
attention and gradually advance, form synergies and effectively achieve results."
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Shanghai AMR Terminates Antitrust Probe into Two Contact Lens Companies

The former Shanghai Price Bureau began an investigation on 2 November 2017 into the suspected monopolistic con-
duct of Hydron Contact Lens Co., Ltd. Shanghai Branch and Shanghai Horien Contact Lens Optical Co., Ltd., and de-
cided to suspend the investigation on 16 March 2018. The parties’ performance of the rectification commitments was
also supervised. Upon investigation, the parties fulfilled the rectification commitments within the prescribed time limit
and there was no situation for recovering the investigation as stipulated by the law. According to the relevant provi-
sions of AML, the Shanghai Administration for Market Supervision decided to terminate the investigation on 24 April
2019.”
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Qualcomm Violated Antitrust Law, Judge Rules

U.S. District Judge Lucy Koh ruled that Qualcomm had used its monopoly power to bully companies such as Apple
into overpaying for royalties on Qualcomm’s wireless inventions, ordering Qualcomm to renegotiate its business deals.
Qualcomm said it plans to appeal the decision.

The ruling could upend Qualcomm’s business model, which relies not just on chip sales, but on royalty payments from
myriad Qualcomm inventions that are incorporated into global wireless standards. In Koh’s ruling Tuesday, Koh said
Qualcomm earned more than it should have on those royalty payments by threatening to stop selling chips to handset
makers.

Koh ruled that Qualcomm’s use of a phone’s price as the royalty base is inconsistent with federal patent law. Koh’s
ruling did not prohibit Qualcomm from negotiating future royalty rates that are based on the value of handsets. Qual-
comm said it will seek to put a hold on Koh’s ruling and move for an expedited appeal. “We strongly disagree with the
judge’s conclusions, her interpretation of the facts and her application of the law,” said Don Rosenberg, Qualcomm’s
executive vice president and general counsel. *
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Broadcom Chip Unit Targeted in Widening U.S. Antitrust Probe

U.S. antitrust officials investigating Broadcom Inc. are significantly broadening their scrutiny to focus on whether the
chipmaker abused its dominance to sell some of its most important semiconductor products, according to documents
and a person familiar with the probe.

The Federal Trade Commission is seeking evidence that Broadcom’s conduct harmed competition in Wi-Fi and switch
-chip markets, according to a civil investigative demand issued last week and obtained by Bloomberg News. The agen-
cy is looking into whether the company forced customers to deal with it exclusively.

The document, which is akin to a subpoena, shows that enforcers are now targeting the vast majority of Broadcom’s
chip business. The company had disclosed an investigation last year that it said was “immaterial.”

A separate European Union investigation is continuing, the person said. That inquiry is examining Broadcom’s sales of
chips in set-top box hardware used by the cable and satellite industry to provide television and internet to consumers,
Bloomberg reported in October.

U.S. enforcers are asking not just about chips used in set-top boxes but also components used in network switches, ac-
cording to the investigative demand.*
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DOJ Leans Against Approving T-Mobile’s Takeover of Sprint

The Justice Department is leaning against approving T-Mobile US Inc.’s proposed takeover of Sprint Corp., according
to a person familiar with the review, even after the companies won the backing of the chairman of the Federal Commu-
nications Commission.

The remedies proposed by the wireless carriers earlier Monday don’t go far enough to resolve the department’s con-
cerns that the deal risks harming competition, said the person, who asked not to be named because the investigation is
confidential.

Opposition to the deal by the Justice Department’s antitrust chief, Makan Delrahim, would mark a rare break with the
FCC. The two agencies work side by side on merger reviews and typically emerge on the same page about whether to
approve deals.

*http://finance.sina.com.cn/roll/2019-05-21/doc-ihvhigay0237840.shtml
https:/finance.yahoo.com/news/broadcom-chip-unit-targeted-widening-183944581.html
5https ://finance.yahoo.com/news/doj -leans-against-approving-t-200§4{57 32.html
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Italy’s Watchdog Investigates Google for Alleged Antitrust Abuse

Italy’s competition watchdog said on Friday it had opened an investigation into alleged abuse of a dominant market
position by Google in the smart device sector. The watchdog said in a statement Google had allegedly refused to inte-
grate the app “Enel X Recharge”, developed by utility Enel, in its Android Auto app. Enel’s app allows drivers of elec-
tric cars to find charging points for their vehicles and book them. °
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Drug Firms Accused of Illegal Market Sharing over Anti-nausea Tablets

In a statement of objections issued, the Competition and Markets Authority (“CMA”) alleges that, between June 2013
and July 2018, Alliance Pharmaceuticals, Focus, Lexon and Medreich agreed not to compete for the supply of prescrip-
tion-only Prochlorperazine 3mg dissolvable or “buccal” tablets to the NHS. Prochlorperazine is an important drug used
to treat nausea and dizziness.

The CMA has provisionally found that Lexon and Medreich were paid a share of the profits earned by Focus on the
supply of the Alliance Pharmaceuticals product, and agreed not to compete for the supply of Prochlorperazine in the
UK.

The CMA provisionally finds that Alliance Pharmaceuticals, Focus, Lexon and Medreich entered into an overarching
agreement that was implemented through 2 separate agreements — one between Alliance Pharmaceuticals and Focus,
and one between Focus, Lexon and Medreich. Under these alleged agreements Alliance Pharmaceuticals supplied Pro-
chlorperazine exclusively to Focus. Focus then paid Lexon a share of the profits it earned on the onward sales of Alli-
ance Pharmaceuticals’ Prochlorperazine. Lexon, in turn, shared these payments with Medreich.

The CMA alleges that each of the agreements between Alliance Pharmaceuticals and Focus and between Focus, Lexon
and Medreich, individually broke competition law.’

6http://www.mofcom. gov.cn/article/i/jyjl/m/201905/20190502864203.shtml
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This Newsletter has been prepared for clients and professional associates of Lifang & Partners. Whilst every effort has
been made to ensure accuracy, no responsibility can be accepted for errors and omissions, however caused. The infor-
mation contained in this publication should not be relied on as legal advice and should not be regarded as a substitute for
detailed advice in individual cases.
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