Annual Report of the

Consumer legal Action Fund
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The Consumer Council is the Trustee of the Consumer Llegal

Action Fund through a Declaration of Trust executed on 30
November 1994.

PURPOSE

The Fund was established with a Government grant of $10
million initially. A further sum of $10 million was granted by the
Government fo the Fund in May 2010. The Fund aims to give
easier consumer access to legal remedies by providing financial
support and legal assistance for the benefit of consumers,
particularly, groups with similar grievances in cases involving
significant public interest and injustice. Through supporting
justifiable cases, the Fund also aims to deter business malpractices

and enhance public awareness of their consumer rights.

ADMINISTRATION

The Consumer Council, as the Trustee, is responsible, through
a Board of Administrators, for the overall administration and
investment of the Fund. The Board of Administrafors is in turn
underpinned by a Management Committee. The latter, whose
members were appointed by the Commerce and Economic
Development Bureau, is responsible for advising on the eligibility
and merits of applications seeking assistance from the Fund. The
membership of the Board of Administrators and Management

Committee is af Annex A.

OPERATION

It is a long-standing practice of the Consumer Council to help
consumers resolve their complaints vis-&-vis fraders concerned. The
Council may, if it considers appropriate or if the complainants so
request, refer cases of complaints to the Fund for consideration.

Consumers may also apply to the Fund directly for assistance.
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Generdlly, the Fund, in examining an application for assistance,
will consider whether all other means of dispute resolution have
been exhausted and assess the case against established eligibility
criferia. Such criteria include whether the case involves significant
consumer inferesf; whether a large group of consumers have been
or will potentially be adversely affected; whether the case has
a reasonable chance of success; whether the matter concerned
can promote the consumer cause and has deterrent effects on
unscrupulous business practices; and whether it is practicable for

the Fund fo offer timely assistance.

DELIBERATION

During the year under review, the Management Committee
held four meetings and resolved matters by circulation on six
occasions, while the Board of Administrators held one meeting

and resolved matters by circulation on seven occasions.

Altogether, the Fund considered 38 applications of different

categories during the year under review.

After thorough consideration, the Fund declined 33 applications
relating fo complaints about financial services, telecommunication
services, insurance, sale of real-property, sale of goods, property
related services, travel and leisure related services. There are
two applications which are still under consideration, which are
concerned with property related services and financial services

respectively.

During the reporting period, the Fund has granted assistance to
three applications. However, one of the applicants has withdrawn
her application affer assistance was granted. The remaining two
assisted cases are relating to sale of a private vehicle and beauty

services respectively.

Newly assisted Cases

1. Sale of a private vehicle — Claims of
misrepresentation and unfair sales tactics

The assisted consumer intended to purchase o German brand
private vehicle of 2012 model from its car dealer. The assisted
consumer claims that in reliance on the representations made by
a salesperson of the car dealer on the price, specifications and
availability of the 2012 model, the assisted consumer purchased
a vehicle of 2010 model (i.e. an old model) from the car
dealer instead. According fo the assisted consumer, it was lafer
discovered by him that the representations by the salesperson

about the 2012 model were false and he suffered loss as a result.
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The Fund assisted the assisted consumer in pursuing his claim in
the Small Claims Tribunal. The claim was issued by the assisted
consumer in August 2012. The parties have filed and exchanged
the form of claim and defence respectively. The hearing was
adjourned to July 2013 for further directions by the Tribunal.

2. Beauty services - Claims of fraudulent
misrepresentation and unconscionable conduct

This application is concerned with a beauty salon which was
named and reprimanded by the Council in February 2012 for
complaints of repeated engagement in unscrupulous sales tactics,

involving misrepresentations and high pressure sales.

The assisted consumer claims that as a result of fraudulent
misrepresentations regarding a ‘Spokesperson Program’ and
unconscionable conduct of the trader, she had entered into

various contracts for beauty and slimming treatments.

Preparation is being made by the solicitors instructed by the Fund
for commencement of legal proceedings for the assisted consumer
in the District Court.

Cases Carried Over From Previous Year
The Fund continued to work on the following cases brought

forward from the previous year.

1. Delay in Completion of a Residential Development
The High Court proceedings and the related District Court
proceedings instituted by the assisted consumers claiming for
damages for alleged delay in completion of the residential

development have finally come to an end.

The frial of the High Court proceedings was fixed to be heard
in October 2012. In May 2012, the defendant developer
made a further settlement offer by way of sanctioned payment
for the High Court proceedings. This sanctioned payment
together with the two sanctioned payments previously made
by the defendant represented a full payment of all the assisted
consumers’ claims plus inferest. On the advice of the solicitors
and with the endorsement of the Fund, the assisted consumers
have accepted the defendant’s offer in full and final settlement

of their claims.
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Subsequent to the settflement of the High Court proceedings,
in August 2012, the defendant made a similar offer to all the
assisted consumers of the related District Court proceedings.
Equally, the offer represented a full payment of all the assisted
consumers' claims plus inferest. Also on the advice of the solicifors
and with the endorsement of the Fund, all the assisted consumers
have accepted the defendant’s offer in full and final settlement of

their claims.

The unscrupulous conduct of the defendant had been severely
criicized by the Court of Appeal and had attracted wide media

coverage.

The solicitors are in the course of working on the claim for costs
from the defendant for the assisted consumers in the High Court

proceedings and the related Disfrict Court proceedings.

2. Lehman-related Financial Product

As reported last year, the Fund has granted assistance to four
Llehman Brothers related applications so far. The 1st and 2nd
assisted cases have been setiled to the satisfaction of the assisted
consumers. During the reporting period, there are two cases

ongoing.

(1) Lehman Case 3

When this third assisted case was at the interlocutory stage, in
September 2012, the defendant bank had made an offer by way
of sanctioned payment attempting o seftle the assisted consumer’s
claim. The setflement offer was rejected by the assisted consumer

as the amount of which was considered as oo low.

In December 2012, the defendant made two further sanctioned
payments for settling the assisted consumer's claim. Having
considered the advice of the counsel and the solicitors, and with
the endorsement of the Fund, the assisted consumer has accepted
the offer. Currently, the remaining issue to be dealt with is the
legal costs to be paid by the bank, which is to be assessed by

the court if the amount cannot be agreed by the parties.

(2) Lehman Case 4

In August 2012, with the assistance of the Fund, the assisted
consumer issued proceedings against the defendant bank in the
District Court. Exchange of pleadings has been completed. The

case is now at the inferlocutory stage.
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Statistics
Since its establishment and up until the year under review, the
Fund had received 1,260 applications and granted assistance fo

684 applications. A stafistical report is at Annex B.

Finance

The Fund is selffinanced with income derived from:

a. investing the capital sum in fixed deposits and bonds;

b. charging each applicant a fee of $100 for each case
within the jurisdiction of the Small Claims Tribunal and
$1,000 for each other court case;

c. recovering cosfs from defendants in successful cases; and

d. receiving from each successful case a contribution of 10%

of the benefits gained by the assisted consumer.

As at 31 March 2013, the Fund had a balance of about $17.65
million. The Fund's Auditors' Report and Financial Statements for

the period under review are at Annex C.
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Annex B * [f{$kZ

Applications for Consumer legal Action Fund

HEBFAESHBEZRERME

Number of applications received since 30 Nov 1994 1,260
B—ANAF+—RA=1TRMNK ESEENHFHE
¢ Problem solved during application 7EFR 5 R A B R 165
¢ Under Consideration {i7£%& &+ 8
¢ Assistance granted EEE# T B~ A5 684

Compensation recovered 13558

o out-of-court seftlement FESNAR 187
< judgment obtained #&€B5FFEEER 16

Not pursued further REFIR#

©no recovery prospect R FE(E AJAE 465
¢ application withdrawn  [EFRFEHRIE] 5
oterminated by the Fund #EE I 7

Referred to legal Aid BEREREIRINE 1

In process TERRIEA 3
 Referred to Council for Policy Consideration 38 HZ& 2 {FE R R EE 3
¢ Referred to Council for Conciliation/Monitoring B33 HZ 28 He /B 52 10
¢ Assistance declined AR 390
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