
 

 

 

 

Current Legal Issues for Suppliers 

 

Price Fixing  

Recently imposed penalties imposed on corporate suppliers in breach of Price Fixing Rules 
should ring alarm bells ahead of coming criminalisation in this area. 

Proposals are presently before Parliament to impose criminal penalties for anti-competitive 
behaviour in the form of price fixing.  Criminal penalties will also be imposed where suppliers 
enter into agreements or undertakings with their competitors that restrict output by a supplier 
(in favour of a competitor) or allocate markets between them. 

Legislation introducing criminal penalties for these behaviours is likely to be passed by April 
2019, but with a 2 year transitional period.  The essence of the legislation is to target cartel 
conduct between competitors who agree not to compete with each other, with the design of 
enabling them to raise their prices above a competitive level without fear of losing customers.   

Penalties of $12.5m were this year imposed on Flight Centre in Australia, highlighting the 
seriousness of the issue.  Flight Centre was penalised for attempting to induce three 
international airlines to enter into price fixing arrangements between 2005 and 2009.  Flight 
Centre had sought to have each airline agree not to offer airfares that were less than those 
offered by Flight Centre.  The level of penalties imposed signals the regulator's wish that 
penalties for breaches of competition laws are seen a major deterrent and not as an acceptable 
cost of doing business. 

In New Zealand, the Commerce Commission has filed proceedings against a Nelson pharmacy, 
Prices Pharmacy 2011 Limited and its directors for alleged price fixing.  It is alleged that a 
price fixing agreement was reached between a group of Nelson pharmacies following a meeting 
attended by 10 pharmacy owners. 

If the Commerce Commission succeeds, it can be expected that monetary penalties will be 
substantial; the maximum that may be imposed on the companies involved is the greater of 
$10 million or 3 times the commercial gain from the breach.  The maximum penalty that may 
be imposed on the directors is $500,000.  The directors involved can be thankful that criminal 
penalties are not yet legislated for. 

Misrepresentation 

Two NZ corporates supplying steel mesh have been hit with substantial fines for 
misrepresentation.  The corporates involved are Timber King Limited and NZ Steel Distributor 
Limited, both related companies.  The fines were $400,950 and were imposed for false and 
misleading representation about their steel mesh products used to strengthen buildings. 

Their representations were in breach of the Fair Trading Act and involved representations 
made on batch tags, invoices and receipts.  In addition, a false certificate was provided which 
was described as "straight out fraud". 
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The general rule here is if you cannot back it up, don't say it. 

Don't hesitate to contact me for further information. 


