
 

 

 
 
 

 
Anticipated acquisition by Guoco Group Limited of Rank Group plc 
 
The OFT’s decision on reference under section 33(1) given on 27 June 2011. 
Full text of decision published 4 July 2011. 
 

 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  
 

PARTIES 

1. Guoco Group Limited (Guoco) is an investment holding and management 
company listed on the Hong Kong stock exchange, with activities including 
property development and financial services. Its subsidiary, GuocoLeisure 
Limited (GuocoLeisure), operates Guoman Hotels Group1 and Clermont 
Leisure UK Limited (CLUK),2 both based in the UK. GuocoLeisure's turnover 
in the financial year ended 30 June 2010 was £214 million. 

2. Rank Group plc (Rank) is active in the betting and gaming sector through 
its four subsidiaries, Mecca Bingo, Top Rank España, Grosvenor Casinos 
and Rank Interactive. Rank’s UK turnover for the year ended 31 December 
2010 was £567.8 million. 

TRANSACTION 

3. On 6 May 2011, Guoco purchased a 12 per cent shareholding in Rank, 
increasing its stake in Rank from 29 per cent to 41 per cent. Subsequently 
under Rule 9 of the Takeover Code, Guoco made a mandatory offer for the 
remaining entire issued share capital of Rank. Guoco has obtained 
acceptances amounting to 15.6 per cent of Rank’s issued share capital, 
which will raise Guoco's shareholding to 56.4 per cent of Rank’s issued 
share capital. 

                                         
1 Guoman Hotels Limited (Guoman) owns or operates 37 hotels in the UK under the Guoman 
Hotels and Thistle Hotel Brands. 
2 GuocoLeisure's subsidiary CLUK owns and operates a casino, The Clermont Club. 
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4. Guoco submitted a Merger Notice on 16 May 2011 to the OFT. The 
extended statutory deadline for the OFT’s decision in this case is 27 June 
2011.  

5. No filings have been made in any other jurisdiction.  

JURISDICTION 

6. The proposed transaction will result in Guoco acquiring a controlling 
interest in Rank. To the extent that Guoco may already have material 
influence in Rank as a result of its existing shareholding, the proposed 
transaction will result in an increase in the level of control, such as to lead 
Guoco and Rank to cease to be distinct enterprises for the purposes of 
section 26 of the Enterprise Act 2002 (the Act).3 

7. The UK turnover of Rank in its last financial year was £567.8 million and 
so the turnover threshold under section 23(1)(b) of the Act is met. The 
OFT therefore believes it has jurisdiction to review the proposed 
transaction.  

MARKET DEFINITION 

8. Guoco submitted that the only area of overlap arising from the proposed 
transaction is in the operation of casinos in the UK by virtue of: 

i) Guoco, through CLUK and GuocoLeisure, operating a high-end 
casino, The Clermont Club Casino in London, and 

ii) Rank, through its Grosvenor Casinos subsidiary, operating 37 mid-
market/low stakes casinos throughout the UK, including five in 
London. 

9. The OFT assesses the relevant product and geographic scope in relation to 
this area of overlap. 

Product market 

10. Guoco submitted that casinos form a distinct market from other forms of 
gambling (such as bingo, horse-race betting and so forth) in line with 

                                         
3 See section 26(4)(a) of the Act. 
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previous UK decisions.4 It stated that this is because different forms of 
gambling serve differing client bases such that, for example, the market for 
bingo typically serves women over 50, which is not the same target 
clientele for casinos. 

11. Guoco, while acknowledging previous OFT previous decisional practice,5 
suggested that as the online gambling market develops and the services 
offered become more sophisticated, the differences between online and 
brick-and-mortar casinos may diminish. Guoco therefore suggested that 
online and physical casinos would become more effective substitutes in the 
near future. 

12. Notwithstanding the above, Guoco stated that the (brick-and-mortar) 
casinos market could be subdivided further, according to the level of stakes 
that a particular casino would accept, such that there would be no overlap 
created by the proposed merger. Citing Capital Corporation/London Clubs 
International, Guoco asserted that a reasonable segmentation would be 
'high-end' or 'high-stake' casinos on the one hand, and 'down-market' or 
'provincial casinos' on the other.6 Guoco was of the view that the two 
segments have significantly different characteristics in terms of the levels 
of service, quality of premises, maximum and minimum staking limits and 
the presence of high-staking players frequenting 'high-end' London casinos. 

13. Guoco’s internal documents support its view that, for at least the casino 
market in London, it is typically segmented into three categories (high-, 
middle- and low-end), according to the maximum stake levels accepted by 
such casinos. 

14. One third party told the OFT that segmenting the casino market in this way 
would be appropriate. As an example, it stated that the highest permitted 
stake in some Mayfair casinos is £3000 on a single number in roulette, 
while at the other end of the market the maximum stake could be as low 

                                         
4 Monopolies and Mergers Commission, London Clubs International Plc and Capital Corporation 
Plc, A report on the merger situation, August 1997, paragraph 1.3; and ME/2104/05, 
Completed acquisition by Gala Group of Coral Eurobet Group, 10 January 2006. 
5 For example, ME/2104/05, Completed acquisition by Gala Group of Coral Eurobet Group, 10 
January 2006 where the OFT noted that there were substantial differences between brick-and-
mortar gambling and online gambling, such as the necessity to have a computer to access online 
casinos; the services offered by physical casinos involved a different social setting; and the 
differing costs required to set-up such casinos (substantial investment and resources in physical 
casinos as opposed to the relatively lower costs of setting up online). 
6 See paragraph 9. The MMC concluded that down-market casinos in London offered facilities 
and levels of service which were similar to those of provincial casinos. 
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as £25. However, the same respondent told the OFT that there may be 
some overlap between casinos and other forms of gambling since 
individuals who gamble, do so in a variety of ways, which it said is 
supported by research into gambling attitudes in the UK.7 

15. Given that no competition concerns arise in this case, the OFT does not 
consider it necessary to conclude on the precise product market in this 
case, but assesses the supply of gambling services through brick-and-
mortar casinos as a cautious frame of reference in its competitive 
assessment. 

Geographic market 

16. Guoco submitted that the relevant geographic market for casinos is: 

i) local, for mid-market or low staking casinos, with a catchment area 
of one hour drive-time, as supported by findings of the European 
Commission,8 and 

ii) likely to be wider than national, for high-end casinos in London since 
players typically travel further to access such facilities, including 
from overseas. In this regard, Guoco provided the OFT with data 
which showed that over 80 per cent of the customers at The 
Clermont Club in 2010 were from outside the UK. 

17. One third party respondent agreed that the Guoco’s geographic frame of 
reference would be appropriate.  

18. The OFT leaves open the precise geographic scope in this case since the 
proposed transaction does not raise competition concerns howsoever 
defined. 

COMPETITIVE ASSESSMENT - UNILATERAL EFFECTS 

Market shares and post-merger concentration 

19. Guoco submitted that, if 'high-stakes' and 'low-stakes' casinos were to be 
regarded as separate product markets, there will be no overlap between 

                                         
7 National Centre for Social Research for the Gambling Commission, British Gambling Prevalence 
Survey 2010, February 2011, Section 2.5. 
8 Case COMP/M.3373, Accor/Colony/Desseigne-Barriere, European Commission decision of 4 
June 2004, paragraph 20. 
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Rank (which operates multiple facilities in the 'mid-market' segment) and 
Guoco (which operates one casino in the 'high-end' segment). 

20. However, Guoco stated that, even if the OFT were minded to conclude on 
a wider market based on all UK casinos, or a putative casino market in 
London, the parties' combined share post-merger would be low and the 
increment brought about by the merger would be small. On the basis of the 
supply of gambling services in casinos, measured by number of casinos, in 
the UK, the merged firm would have a share of supply of 28 per cent 
(increment of three per cent) if unused licences are included, or [ ] per cent 
(increment of [ ] per cent) on the basis of house win: 

Table 1: Shares of supply for casinos in the UK (by number and house win) 

Casinos 
Casinos  

including unused 
licences 

House win9 
 

Volume Per cent Volume Per cent Value (£m) Per cent 

Rank/Grosvenor 37 24 47 25.1 [ ] [ ] 

GuocoLeisure/CLUK 1 0.7 5 2.7 [ ] [ ] 

Combined 38 25.4 52 27.8 [ ] [ ] 

Total market 150 100 187 100 [ ] [ ] 

Source: parties' data 

21. Guoco also told the OFT that, on the basis of a putative market for casinos 
in the London area, the parties’ combined market share (based on the 
number of casinos) would be 26.1 per cent, with the parties facing 
competition from well established competitors, such as Gala Casinos, 
Genting and London Clubs.  

22. Guoco provided the OFT with a Mintel report from 2006 which shows that, 
following the disposal of The Clermont Club in 2006, Rank has moved 
away from the top-end of the casino market.10 The OFT considers this 
would indicate that the parties may indeed be competing for casino 
business in different segments of a putative casino market and should not 
be considered to be close competitors in terms of their propositions. 

                                         
9 Calculated as total casino takings from table games less pay-outs. 
10 Mintel, Casinos, Leisure Intelligence, November 2006, page 48. 

5



 

 

23. Third parties were unconcerned by the effects of the merger on 
competition in the casino market.  

24. Given the lack of concerns raised in this market, the relatively low 
combined market shares and increments created by the merger on any 
meaningful delineation, and that the parties in any event are not close 
competitors in the casino market, the OFT considers that the proposed 
merger does not give rise to a realistic prospect of a substantial lessening 
of competition.  

Barriers to entry and expansion 

25. Guoco told the OFT that the cost of developing a new 20,000 square foot 
casino would be in the region of £5-7 million. In addition, a new entrant 
would have to acquire a licence from an existing operator, since no further 
applications can currently be made under the existing regulatory 
framework. Guoco also told the OFT that the only cost of maintaining a 
licence requires payment of an annual premises licence fee, which varies by 
local authority, but is around £3,000 per year. 

26. One third party respondent suggested that the annual licence fees were 
significantly higher and varied with the level of house win, costing between 
£17,000 and £440,000. 

27. Although this would indicate that barriers to entry may be significant, the 
OFT does not consider it necessary to conclude on the extent of entry 
barriers in relation to the casinos market, since the merger does not raise 
any competition concerns.  

THIRD PARTY VIEWS 

28. Third party views have been discussed above where relevant.  

29. Third parties were unconcerned by the merger and its effects on 
competition in the casinos market.  

ASSESSMENT 

30. The parties overlap in the supply of casinos in the UK. Guoco, through 
CLUK and GuocoLeisure, operates The Clermont Club Casino in London. 
Rank, through its Grosvenor Casinos subsidiary, operates 37 casinos in the 
UK, five of which are in London. Guoco’s one casino operates in the ‘high-
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end’ segment of the casino market whereas Rank’s casinos operate in the 
'mid-' to 'low-end'.  

31. The OFT leaves open the precise product and geographic scope in this case 
but assesses the competitive effects of the merger on the basis of the 
supply of gambling services through casinos in the UK and in London.  

32. The parties’ combined share of supply for the supply of gambling services 
through casinos on any meaningful basis does not exceed 28 per cent 
(increment of three per cent).  

33. Third parties did not raise any concerns about the proposed merger. 

34. Consequently, the OFT does not consider that it is or may be the case that 
the proposed transaction may be expected to give rise to a substantial 
lessening of competition within a market or markets in the UK or a 
substantial part of it. 

DECISION 

35. The proposed merger will not be referred to the Competition Commission 
under Section 33(1) of the Act. 
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