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objective 3 enforcing competition

Markets work well when fair-trading businesses are in strong competition with each other. We 
use our powers under UK and European law to act against all forms of anti-competitive behaviour,
including cartels and the abuse of market power. We also seek to prevent infringements by
providing general advice to businesses on competition law and our enforcement approach.

Performance against our annual plan

Objective
We will use our powers actively under competition legislation to deal with anti-competitive practices.

Our commitment

Using the Competition Act powers and/or our powers under Articles 

81 and 82 of the EC Treaty we expect to:

• investigate between 45 and 65 cases where there are reasonable

grounds to suspect an infringement of the prohibition(s)

• make between five and 10 reasoned, published infringement decisions

• publish between 20 and 30 other case closures of which five to 10

cases will involve informal resolution of potential competition issues by 

the parties.

Investigate carefully – together with the Serious Fraud Office (and the

Crown Office in Scotland) – potential criminal cartel offences.

Our performance

• Completed 36 investigations

• Made nine decisions: four new

infringement decisions, three non-

infringement decisions and two

conditional exemption decisions

• Published a further 22 case closures.

Eight of these resulted in informal

resolution.

• One case currently under

investigation jointly with the SFO.
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Use the OFT’s powers under sector-specific competition regimes to

investigate carefully those schemes, rules and practices that raise

potential competition issues, and take prompt action where significant

anti-competitive effects are found.

Put in place sound procedures to implement the decentralisation of 

EC competition law and publish clear guidance on the changes. We 

will work closely with the other members of the new ECN, including 

the European Commission, in cases affecting trade between 

member states.

Deal with appeals to the CAT in a way which seeks to develop and

enhance the effectiveness of the UK competition regime.

During 2004-05, the OFT spent £11.03m on achieving this objective. This

money was allocated as follows:

Staff costs: £9.42m

Administration costs: £1.61m

• Published our response to the

Clementi review consultation paper

and advised the DCA on

implementing Clementi’s

recommendations.

• Issued six pieces of formal advice to

the DCA under the Courts & Legal

Services Act 1990  

• Contributed to the review of the

proposed ‘depolarisation’ regime 

for financial advisers and published

our letter to the Financial 

Services Authority

• Published a report on London Stock

Exchange issuer fees and made

reports on an investment exchange

and a clearing house setting up for

trading in the UK

• Consulted on revisions to the

Transport Ticketing Block Exemption.

• Regulations came into force on 1 May

2004. The UK competition regime

was fully convergent by this date.

Revised guidelines for business 

were published.

• Responded to 10 appeals. The CAT

upheld three infringement decisions.  
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Enforcement actions

We opened 1,173 complaint cases under the

Competition Act, of which 27 involved possible cartel

activity. Formal investigations were launched into 17

cases where we had reasonable grounds to suspect an

infringement had occurred. Three of these were

potential cartel cases. We issued four formal

infringement decisions.

We conducted on-site inspections in six cases. Of these,

five were under section 27 of the Act (where we have

the power to enter business premises without a warrant

and require the production of documents) and one was

under section 28 (where we have the power to enter

and search business premises under a warrant).

Under our leniency programme, we can reduce fines for

businesses which blow the whistle on cartels, and, if

certain conditions are satisfied, give total immunity to

the first to come forward. We entered into leniency

agreements with six undertakings.

We imposed total fines of £3,262,668, reduced to

£2,265,382 after leniency.

There were significant successes for the OFT during the

reporting period. The decisions by the Competition

Appeal Tribunal to substantially uphold three

infringement decisions – relating to price-fixing by

replica kit suppliers and manufacturers, price-fixing of

toys and games and collusive tendering by West

Midlands roofing contractors – confirmed the quality and

rigour of our enforcement work. Our continuing effort to

root out price-fixing in the construction sector also paid

off, with infringement decisions against a further 

10 roofing contractors (see page 48) and suppliers to the

double glazing industry (see page 47).

> Details of all decisions under the Competition Act:

www.oft.gov.uk/business/competition+act

Modernisation

The framework for enforcing European competition law

changed significantly on 1 May 2004 when Regulation

1/2003, known as the Modernisation Regulation, took

effect. Since then, the OFT has been required to apply

Articles 81 and 82 of the European Community (EC)

Treaty alongside the Competition Act to agreements or

conduct that may affect trade between member states.

Where there is no cross-border dimension, the

Competition Act alone applies.

The Competition Act was amended to take account of

the Modernisation Regulation and to ensure that the UK

and EC systems remain in alignment.  
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Modernisation ends the requirement for businesses to

notify restrictive agreements to the European

Commission in order to be granted an exemption under

Article 81(3) of the EC Treaty. The prior notification

regime has been replaced by a ‘legal exception’ regime.

This means that an agreement which meets the

conditions set out in Article 81(3) is automatically valid

and enforceable. This legal exception regime has also

been enshrined in UK law: under the amended

Competition Act, businesses can no longer formally

notify agreements to the OFT for a decision or guidance

on their legality. 

However, we will continue to provide general advice and

information on the application of both UK and EC

competition law and may provide published guidance in

the form of Opinions in certain circumstances. During

the year, 13 new or revised competition law guidelines

were published.

Following Modernisation and changes to the

Competition Act, the OFT has the power to accept

binding commitments from businesses to address

competition concerns. In July 2005, the British

Horseracing Board became the first undertaking to offer

such commitments (see page 49).

> Modernisation guidelines: www.oft.gov.uk

/Business /Legal+Powers/Modernisation

Key cases

Double glazing product price-fixing
A supplier of insulated glass (IG) desiccant and four of

its distributors were fined a total of over £2.4m (reduced

to £1.7m after leniency) for price-fixing in breach of the

Chapter I prohibition of the Competition Act.

IG desiccant is a chemical used in double glazing

manufacture to remove moisture from the airspace

between two panes of glass in order to prevent

condensation.

We found that UOP Limited, the main supplier of IG

desiccant to the UK market, colluded to maintain and/or

fix resale prices with distributors UKae Limited,

Thermoseal Supplies Limited, Double Quick Supplyline

Limited (DQS) and Double Glazing Supplies Group plc

(DGS). Together, these parties supply a large proportion

of the 4,000 double glazing suppliers in the UK.

UOP’s fine was reduced from £1,540,000 to £1,232,000

on leniency; Thermoseal’s fine was reduced from

£279,000 to £139,000 on leniency; and UKae’s fine was

reduced from £278,000 to zero, also on leniency.

The two other parties, DQS and DGS, were fined

£109,000 and £227,000 respectively. DQS has appealed

against both the decision and the financial penalty.
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Online property searches
Our investigation into the pricing of online property

searches revealed no grounds for action under the

Chapter II prohibition of the Competition Act, which

relates to abuse of dominant position. 

TM Property Services Ltd, one of three online providers

of property conveyance searches, had complained that a

competitor, Transaction Online (TOL), and MacDonald

Dettwiler (Hub) Ltd (MDA), the hub operator of the

National Land Information Service, were abusing their

dominant positions by adopting price policies designed

to force it out of the market. TOL and MDA are both

subsidiaries of MacDonald Dettwiler Ltd.

As there are currently significant alternative methods

available for property searches – such as the use of

direct postal searches or personal search companies –

we concluded that the online property search sector

cannot, at present, be regarded as a separate relevant

market. As a result, neither TOL nor MDA were found to

hold a dominant position.

However, given the range of complaints we received

about this sector, we decided that the property search

market as a whole should be the subject of a market

study to see if it is working effectively (see page 66). 
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