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I. Background Information
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Violation of the China’s “Anti-Monopoly Law”
18 companies involved

. Monopoly agreements hidden in the Wechat group

A Wechat group of PVC companies The involved 18 companies received the largest fine in

anti-monopoly cases
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I. Background Information

In order to effectively promote
structural reform on the supply side,
and to knock out outdated capacities,

The Anti-Monopoly Bureau of NDRC has alway
attached great importance to the reports/tip—offs
on price—fixing practices. From July to September

this year, the Bureau confirmed in public 4 the enforcing bodies will crack down
price-fixing cases, 3 of which occured in the the so—called “sticking together for
sector with over—capacity. These companies warmth behavior” or in another word

conducted the price—fixing practice in order to

D rice—fixing practices
“get warmth by sticking together for warmth” . b g P

[ \

Investigations on these cases has necessity,
given the context of the new economic development.
The policy orientation during the process of
structural reform on the supply side has been
clearly pointed out: knocking out of the

outdated capacity and enhancing innovation. Under
such circumustance, some companies still intended i =
Lo b , z4¢ :my
to “stick together for getting warmth” , through
price—fixing. This is obviously unworkable. —
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PVC's wide
application

I. Background Information

Involved Products: Polyvinyl chloride

Building wires &
cables

(PVC)
Building materials|
Elzﬁmﬁ
. S-PVC SG5 |
’l ° m ﬂ " Medical Equipment
ttan
Household
Applications

PVC is one of the most raw materials for general
plastics in China. It is widely applied in building
materials, medical equipment, household applications,
and industrial production. It is closely linked to
the people’ s daily life.




17/10/2017

) PEARHIEERZRINMNERR

Natienal Development and Reform Commlssmn

I. Background Information

According to statistics, the m_//’

total production capacity of 2800 - I
PVC reached 26 million ton ::: | —
in 2016, with overcapacity. / .‘ S a—
The total capacity of ““A{//’r .

involved companies in 2016 SOTEEEEPIPVCTML. F:lll

reached 12 million ton, 3 (A SR )
fourths of the national
total, which indicates their

strong market power.

PVC domestic capacity and production in 2016 Blue: Domestic p_roductlon capacity
(unit: 10,000 ton) Orange: Domestic demands
Since last year, the price Grey: Total capacity of the involved companies

on the PVC market has shown
drastic fluctuation.
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I. Background Information

Based on the collected clues in the earlier period, there werel8
companies involved in the price—fixing practice. From January this
year, we have organized supervions in 10 provincies, and conducted
investigations to the 18 companies, that are widely spreaded in
different provinces: 6 in the Inner Mongolia Autonom Region; 2 each in
Xinjiang Autonom Region, Nixia Autonom Region and Sichuan; 1 each in
Shaanxi, Shandong, Hubei, Shanxi, Hebei and Anhui (mostly are located
in the North-west). o

Investigations

Suspected companies that are
involved in the price-fixing
practice, have increased in
collusionthe PCV prices.

W, S ol o,
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- Background Information

- Involving companies working towards an
agreement on price-fixing
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Involving companies working towards
an agreement on price-fixing

Interpretation of the Supreme People’s

The Civil Procedure Law of P.R. Of China Court on applicability of The Civil
Procedure Law of P.R. Of China
Article 63 /,, (%% (2015) 55)
Evidences include: A o ] AFTICIe 116 )
Audio-visual materials includes sound recordings
(1) Party’'s statements;  (5) Electronic evidence; and image data
(2) Written statements;  (6) Witness testimony; Electronic data refers to the information
(4) Physical evidence: (7) Experts’ opinions; obtained throggh emal!s, electronic data
exchange, online chatting, Blogger Wechat,
(3) Audio-visual materials; (8) Records of on-site investigation sms and domain names, or stored in the
electronic media.

Sound recordings and image data stored in the
electronic media are applicable for the definition of
the electronic data
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IT. Involving companies working towards

an agreement on price-fixing

In this case, a lot of attentions are paid to saving and
Advantages of using electronic data as evidence . . .

intercepting of Wechat messages, to verifying actually
1. Once it forms, it will maintain its original, authentical status information from the group members, to the sales agreements,
and can truthfully reflect the facts. sales accounts and invoices. All these form the complete chain
2. It can be stored endlessly and retrieved at any time. of evidence.
3. Compared to that of the e-evidence, the nature of physical Guarantee the authenticity of the e-evidence
evidence can be more easily influenced by the surroundin}/’
environment, a written evidence can be easily damaged or
contain a slip of a pen, or can be mispresented, misguided or /
misnoted by the witness, or with subjectivity. On the contrary, - =
the e-evidence is more objective and stable.

) ) ) ) RRESHEN R2FTLeedE VEHXER BTSHE
Disadvantages of using electronic data as evidence EERE FRDBE
Electronic evidence could be easily destructed, stolen,
tampered, or even destroyed and could be difficult to trace or Is the message Re?rdf onr Relationship In contradiction \;vith
recover afterwards. tampered or complete? production time other evidences?

an agreement on price-fixing

Reaching

monopoly

agreement
through Wecha

led the communication through
persons and containing more

madel3 times of agreement on
price-fixing.
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Il. Involving companies working towards

An Alliance of the 18 companies E :;1:3 . ' - m = ‘ -
the Wechatgroup,_in_volving 93 m a ‘ n a 2. ﬁ z ! g
than 380Q messages. They B a . E - n -E.ﬁ




17/10/2017

) PEARHRTEERZRINERSR

Natienal Development and Reform Commlsswn
IT. Involving companies working
towards

After communication and consultation with the responsibles

i
— AR of all member companies of this alliance, the implementing
. BRARS. BOEXER. standards of this week’s prices will be concluded. Please
Reaching +R7TRS; n . -
B WA g strictly follow the concluded standards. Meanwhile, we
;iﬂi SRR RSN TSNS
monopoly RNRLE: W) NUANG welcome mutual monitoring among member companies. In
d 7. Mb, MASEANRR case of any breach, the sale information of this company will
B, BTN
agreemehnt VLS L, e be published in the group.
Wechat .
7 b SR 5 V5 8 5 A% AT R
IS | FE| =& 5 X | BiToe
\ £m 5750
On March 21, 2016, Hubei Yihua BEEE ﬁ o
proposed price increase, and T 1 PVC e S
announced “Price List”, which . Fit] 5500
was followed and supported by o R SR LS b Fit 5400
WEHE 5300

the other companies. An
agreement on price is reached.

a - (4
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H. Involving companies working
towards an agreement on price-fixing

Reaching —

monopoly ﬁégg AR —Zik. —H M
agreement via i

Wechat E S
R IR 100
. - ELEE Will be firmly executed. If increase, everyone should follow.

Qn March 21, 2016, .HUbe' ﬁ & Consistency is of great importance.
Yihua proposed a price
increase, and published the g *+» Erdos follows by a increase of 100
“Price excuting List”, which e @ OK
was followed and supported Follow

by the other companies. An
agreement on price is
reached.
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SETERGHAAROR 1.
. HI LA T
Reaching monopoly g
pve LR E 5000-61) ;2
agreement through szave, ﬁ:;ﬁ:ﬁ P
Wechat wnm WRARE S

BRRREEHRK. 4. BRA
HEFLAMD, IEN L
FER 5. LR ENTRD,
HEBHFACEFRN 6. FH

Ll
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On July 31, 2016, Xinjiang
Zhongtai proposed a price
increase, which was supported
by other enterprises. A price
monopoly agreement was
reached.

A FF .
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IT. Involving companies working towards

9. EINM8 A1 HFA R ERIIRIZM

BN LIE50T/ME. 2% 5488

A18, MERIT: AETFER

5750 &M, H:F95800/% HE

e, #HhPaE5700/ HEMR, &

;iggfsoﬁREﬁo Z&K! BB
|

9. We suggest that you increase your price
by 50 yuan per ton from August 1.

The price should be: no less than 5750 in
east China, 5800 in south China, 5700 in
central China, and 5650 in north China.
Please indicate whether you consider the
above views sound or not.

an agreement on price-fixing

EES! 1&%%2&5335;5;&;

/ il

We support price raise!

LEE (i
.

Agree.

Reaching monopoly
agreement through
Wechat

On July 31, 2016, Xinjiang
Zhongtai proposed a price
increase, which was supported
by other enterprises. A price
monopoly agreement was
reached.
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Involving companies working towards

2 ER! Atimely proposal!

i {3k tH

E! ME!  Agree! Support!
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H. Involving companies working towards
an agreement on price-fixing

eaching monopol / ‘& g2 Riseup!

agreement through

Wechat ; S It mainly creates an
“¥  TERMIEEESE atmosphere for the market.

On July 31, 2016, Xinjiang E Hope we can act together.

Zhongtai proposed a price = REURETE) P 9

increase, which was i

supported by other [ e Yihua will act on the original plan,
enterprises. A price BEERIHRTE, 8 LE100 raise 100 yuan. Let’s work
monopoly agreement was T, ERFNEES . together.

reached.
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IT. Involving companies working towards

an agreement on price-fixing
T42:34

& RS2 iEE(93)

Reaching

S L bhA¢)
monopoly . X5 Support! L
agreement ' ——
through Wechat ﬁ e = 35M  Okay
4|  Support!
‘_ﬂ oL b2 51 pp
On July 31, 2016, Xinjiang i3
Zhongtai proposed a price R
increase, which was 5 RN Dezhou Shihua Chemical
supported by other MR THERAE Co., Ltd will raise our factory
enterprises. A price 8, JABST50T  price of Type7and Type8
monopoly agreement was product to 5750

reached.
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IT. Involving companies working towards
an agreement on price-fixing

e . RS e
monopoly BEBRBGKINE B EEFAL, Hl= increase at the optimal
agreement ?E‘[?f, =R e¥%E, FRRHIT time. Sanyou totally

through Wechat agree that it’s a great
opportunity, and we will

firmly carry out this

plan.
On July 31, 2016, Xinjiang X g
Zhongtai proposed a price
increase, which was supported ﬂé‘ﬂéﬂ‘é’ | @_u‘;{z‘gﬁaig j’]—ﬁ'ﬁ'ﬁj]
by other enterprises. A price SE LA
monopoly agreement was AN E. Ha ha! | suggest this group be renamed as the
reached. ‘Acting concertedly in adjusting price’ group
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H. Involving companies working towards
an agreement on price-fixing

According to statistics, 18 enterprises

involved participated in the WeChat group

Reaching and have reached the above price monopoly

monopoly agreements, 13 times in total (including

agreement publishing 11 pieces of “Price Statement”,
through Wecha although no statements were published in
the other two times, the mark—up was also
expressly prescribed).

10
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lll. Involving companies conducting price-fixing practice

In terms of implementation, it mainly
manifests itself in two ways:

,////7 I. A part of the companies involved
will hold an internal pricing meeting
to increase the price of PVC sale
price after reaching a monopoly
agreement.

II.To carry out the agreed price in
the actual sales process.

11
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. Involving companies conducting price-fixing practice

I
. # % East China Region /y //
kbt PVCH R BT % //
& BERE wistoris Gl
G ssood / =t Eald
% East China Region  s7s0 | a—iy | :
e 5700
4 fie; PVC
After reaching the July 2016 monopaly. === * | Fic it 5650
agreement, Ordos Electroforming =505 FiT 5700
Company) raised the price of PVC by #*~ it
- . . . . . 5650
printing and distributing Notice on the
adjustment of sales guiding price of At 5450

calcium carbide and PVC product (Carry  &it. 1. #iFEME2016FeA181, 2. LLEPVCIFIBEERRIN 5. PCRERMIHEENS
out on August 2),The adjusted price is in #/##&%.
line with the monopoly agreement.
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. Involving companies conducting price-fixing practice

In the actual sales process, PVC
products are sold in accordance with

the agreed price agreed upon in the
,////7 monopoly agreement.

12
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lll. Involving companies conducting price-fixing practice

o March 2016
Huber Yihua Group Co., Ltd 2016538
1 AR EEHRAE BIEFEVERLS | BIBRIAIARLT
5350 5450 [ 5400 [ 5450
China Salt Jjilantai Salinization Group Co., Ltd 201638 March 2016
2 THE =R EHRAERAS W ERERARAS | 1B AR
5350 5600 | 4620 [ 5250
Inner[Mongolia Yili Chemical industries Co., Ltd 2016478 July 2016
8 HEGZHLFTIARAA IFEREoERET | W EHENARanan
5400 5450 | 5350 5400
Inner Mongolia Junzhen E‘r‘ler&y & Chemical Industry 2016558 May 2016
Group|Ch.,[Ltd ~ PIRAREREL TEARSGHRAH FRFELTARAS | AmOEL I FaaRAT
4280 5050 [ 5000 [ 5050
Erdos chloric Electricity and Metallurgy Group Co., z016%7H  July 2016
Ltd, Alkaline Brangh® | SRS IahHERARGHRAT TR LH LA S VERERAE | WRERERERLE
4870 5450 | 5300 [ 5450

2016278 July 2016

, 6 SEmERERTRAS EraRNTaREs | —2&% 0D ARLAH
Wuhai Benyuan Trade Co., Ltd 5580 are7 | &te0 | 5810
@ hEARKNEERERUNESRS
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lll. Involving companies conducting price-fixing practice
AIIgIIQf 2016
Baotol Sea Level Macromolecule Industrial Co., Ltd 20163 B

7 aXEFRRAFIIARER BEETEITARLS | B RERARAT

Ximjiang Tianye (Group ) Co., Ltd R EEEH- 2220
SER R HRAT PneeR_ August 2016

B i we IRBEL LARAD | mELRBUEMRAR

- _ _ 5820 5020 | 5800 5850
Xinjiang Zhongtai Chemcial Co., Ltd 2016535 March 2016
o FETEHFREARLA KGR ERER TRk AT ARAT

5470 I 5580 | 5300 [ 5440

Ningxia Yinglite Chemical Co., Ltd soreiry  July 2016
10 TRADURIRHHRAES TAIEREERET AEEETRERLT
Nilly)\ia Jillyuyuall Chemicat Grotp€o; o) 230 ‘ 2400 ‘ = ;525 Sei)tember 2016
201859

1 TRESTHTEHARA A EOEGRERERAS | BNGERLTERAL

- . ey BAO0 | 5050 \ 5AE0 [ 550

Sighuam Jimtu Group Co-, ttd o1omgp  AUQUST 2016
12 BN 35 B A 1 W22 1 EEERSNTARLE | HIEHPERaERAT

5650 I 5700 | 5650 [ 5850

13
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lll. Involving companies conducting price-fixing practice

Yi-Fanyaan-Group-CoHtd September 2016
20169 H
H] AT _
13 ERXFRHRHGARAH EEABURERAE | ENRRLIERAA
DPezhou Shihua Chemical-Co; ttd 5761 ] 605 [ orso | EU00
206578 July 2016
14 Bzl THRAR TRRREENERAT | DRl IEnaRAT
ShanxiBeiyuan Chemical CoLtd sse0 | mero [ sz ] I
201628 August 2016
15 PRI AT R TR AR REAAEEE | THRAEEATHIARLH
Fangshan-Sanyot—Chiorie-atkat-Cotid be0  [NENEVUNNN  ico [N
° 7 ao16z7  July 2016
16 Bl =2RBHREEALH R P I T e e
Ardniii Lliosime Ca 1t 5620 | 5670 [ 5620 \ 5720
—rrrran IIUQI\IIIH UU., | = av) 2015@”5] July 2016
17 REEBRHARLE ZELRARARAS | MirAeEn iR aRAeD
Shanxi-Yushe Chemical-Co-Ltd 540 [ ssa0 | 5440 1""" 2048
201687 H
. -
18 RUL LR TR IERES | SR B IERED
5400 | 5450 [ 5400 \ 5450

@ hEARRTEERARNMERRS
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lll. Involving companies conducting price-fixing practice

The 18 companies involved in the
case have increased the price of

////” PVC sales and actual sales in
accordance with the agreed price
or price increase of the
monopoly agreement.

14
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IV Qualitative Analysis and Penalty Decision
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IV. Qualitative Analysis and Penalty Decision

The behavior of the above 18 companies involved, pushing up
the PVC sales price, has violated Article 13 (1) Item (1) of
the Anti—Monopoly Law, which is an unlawful act conducted by
business operators with competitive relationships to agree

Qualitative / and implement price monopoly agreement.
Analysis Harm

Damaged
consumers' legal

Restrained chemica Hindered
industry from downstream firms

‘cutting from rights and interests

overcapacity’ ‘lowering the cost’

15
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IV. Qualitative Analysis and Penalty Decision

For the 18 companies that agreed to the
price monopoly agreement, they will be
fined 1-2% of the relevant market sales in

2016.
The penalty of 2 per cent was

imposed on the lead 16 subordinate firms,

, which was including Xinjiang Zhongtai. The
526.198 million yuan, 330.328
million yuan.

Thank you for your attention

16



