FOSTERING COMPETITION

R R I Ty | A BV

ACE

The Council undertakes research and study on various aspects of market
behaviour to advocate fair competition and ensure best practices in the marketplace.
Responsible trade practices and a level-playing field are conducive to ensuring better
prices, increased choices and higher quality of products and services, which are all

desired effects of consumer satisfaction and economic efficiency.
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Toplcal Issues of Competition and
 Trade Practices

- During the year, the Council advised the

~ Government and the trade on various matters

=2 @)1 by way of indepth studies regarding competition

JOEIREEIEP)  and trade practices in sectors including electricity

7 and residential property markets, as well as
consultation submissions'.

Improving Regulation of Market

Guidelines on Competition Ordinance

The Council put forward its suggestion on the enforcement
guidelines of the Competition Ordinance with the emphasis on
a consumer welfare approach in interpreting the rules of the
Ordinance.

Reform for the Electricity Market

The Council released a report entitled Searching for New Directions
— A Study of Hong Kong Electricity Market in December 2014 which
recommended a progressive and holistic approach to review and
reform the electricity market in Hong Kong.

The study with help from experts of the Consumers International
specifically looked into the international experience of electricity
regulatory reform in major markets and its implications for
consumers. Locally, the Council engaged extensively stakeholder
groups including professional and industry associations, power
companies, environmental groups, academia as well as the
Government. Three major aspects in the electricity market, namely
regulation, competition and sustainability were examined.
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The report concluded that Hong Kong needs a more
holistic, transparent and fairer regulatory regime in order
to adopt to the new environmental policies for emission
deduction, and to be fair to consumers by having the two
power companies to share the business risks.

In order to mitigate tariff pressure in the coming years, the
Council also called for a regulatory framework that could enable a
meaningful public participation in designing the policies and put
much more vigorous focus on consumer welfare.

It was also observed that liberalisation in the generation market may
offer more benefits to consumers in the long run as a diversified fuel
mix and generation portfolio would support risk management in
aspects like fuel security and better price stability. In this regard, fair
access to networks would be critical for any reform in the market.

In connection with liberalising the market, the Council also proposed
that the Government should further explore the opportunity of
renewable energy and the introduction of small-scale gas generation
facilities for sustainable development in power generation.

The Council also raised the issue of fuel poverty to low-income
consumers, and proposed the formation of an Energy Commission
to tackle the issues raised in the report and ultimately to meet future
challenges posed by various objectives of the Government's energy
market reform policy.

Review on Sales of First-hand Residential Properties

The Council conducted an indepth study, entitled Study on the Sales
of First-hand Residential Properties — A Review of the Regulatory
Regime and Recommendations on the Way Forward, with a view to
finding out how prospective purchasers were treated in property
transactions, and the state of compliance by property developers
under the Residential Properties (First-hand Sales) Ordinance (the
Ordinance). A combination of survey, focus group meetings and field
visits were carried out to gather consumer opinions and assessment
on trade compliance.

The Council had identified some trade practice concerns that could
potentially give rise to the wrongful proliferation and dissemination
of market information on supply and demand, seriously undermining
the consumers' right to be informed.

While the Ordinance stipulates the minimum requirement on the
number of units to be included on a price list, it stopped short of
requiring all the units covered on the price list to be made available
for sale concurrently. Gray areas in the law might lend legitimacy
to undesirable trade practices of releasing property units in small
batches, and the potential to influence the supply situation and
encourage market speculation.

The study revealed that some consumers were dissatisfied that
the cooling-off period of five working days was too short, and a
forfeiture amount of five per cent of the purchase price upon

ﬂ failure to execute the sale and purchase agreement was too
)
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high. As observed from the field visits, there were cases where
prospective purchasers were under great pressure to make quick
purchase decision.

The study also found that while information given to consumers via
sales brochures and price lists was required to be adequate and
accurate under the Ordinance, the prospective purchasers might
find the information voluminous and confusing, and thus not user
friendly or convenient.

Based on the findings, the Council put forward a series of
recommendations for consideration by the Government, the
regulators and the trade with a view to promoting desirable trade
practices and enhancing consumer welfare.

Enhancing Information Transparency
Auto-Fuel Price Monitoring Analysis

In light of rising public outcry of alleged unfair pricing practices
by oil companies, the Council analysed data of international crude
oil and auto-fuel prices from 2013 to 2014, and found signs that
adjustments in auto fuel pricing were ‘quick to go up’ and 'slow to
come down”.

From the Council’s findings, it could not prove that oil companies
had ‘more going up’, though the data reflected that there were ‘less
coming down’ situations as the magnitude of pump price cut was
relatively small. In other words, oil companies' product cost margin
on auto-fuel was constantly increasing as the adjustment magnitude
of auto-fuel prices was relatively narrow compared to that of crude/
imported oil prices.

To better protect consumers' rights, the Council urged the
Government and the oil companies to enhance transparency and
make available more information, such as detailed data on oil import
prices, rental costs of gas stations and other operating costs to
enable the public to determine if adjustments in pump prices are
justified.

Launch of Mobile Phone Application amaee o

‘Diesel Price Calculator’

Commissioned by the Environment -

Bureau, the Council launched the e E
segn

mobile phone application 'Diesel
Price Calculator’ in February 2015 to
enhance auto diesel price competition
among oil companies and to help
consumers make their choice among
various kinds of discounts and
benefits offered by oil companies. 3 *
The new 'Diesel Price Calculator’ application
provides daily updates on prices and discounts on diesel
fuel together with information about auto-fuel filling sites

by different oil companies. It also serves as a one-stop interface
enabling consumers to keep track of payment records and previously
searched locations.
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Supply of Powdered Formula

The Council conducted an ad hoc survey concerning the supply and
price of infant formula before the Lunar New Year in 2015, one of the
peak seasons for shortage of powdered formula products.

The survey covered 18 districts and revealed continued shortage
in some districts despite improvement to the supply situation.
Powdered formula suppliers were urged to ensure an adequate
stable supply of the products in the market to forestall any incidence
of price hikes due to shortage.

The survey also showed that generally the prices of powdered
formula at drug stores were lower than those in chain stores.
But considerable price variances were found to exist among the
drugstores themselves.

The Council had been paying attention to the representations in
advertisements and promotional messages for powdered formula.
The Council welcomed the Government's proposal for regulatory
oversight of the powdered formula industry in respect of nutrition
and health claims made for their products (including infant and
follow-up formula as well as baby food) so that parents would not
be unduly influenced by formula product claims. The Council also
asserted that any such claims should be scientifically proven by a
credible authority to avoid customers being misled by exaggerated
or untruthful claims.

Strengthening Consumer Protection
Regulation of Private Healthcare Facilities

The Council supported in principle the proposals as set out in a
consultation document on Regulation of Private Healthcare Facilities
(PHFs), and highlighted the importance of the adoption of two-
tier complaints handling mechanism in both hospital and non-
hospital PHFs, having measures in place to review and oversee the
increment of service fees, the requirement on mandatory report of
sentinel event for ambulatory facilities providing high-risk medical
procedures, provision of recognized service packages for common
operations/treatments and the increase of proposed penalties.

Besides, the Council also recommended that medical organisations
and premises practising cosmetic/beauty services with risks involved
be regulated, and regulatory regime with respect to the operation
and quality management of medical laboratories be also introduced.

Regulation of Default Fund Arrangements of MPF
Schemes

The Council responded to a consultation paper entitled Providing
Better Investment Solutions for MPF Members issued by the Financial
Services and the Treasury Bureau and the Mandatory Provident Fund
Schemes Authority (MPFA). The paper put forward the proposal of a
core fund to enhance the regulation of default fund arrangements of
MPF schemes.

The Council in principle supported the introduction of a
standardised, low-fee core fund as a new arrangement in the MPF
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system to facilitate comparison among funds by MPF scheme
members and induce price competition, thereby lower the fees in
the long term.

With regard to transitional arrangements, the Council considered the
opt-out arrangement not acceptable for the automatic transfer of the
accrued benefits to the new core fund, and suggested that the existing
scheme members be deemed to remain in the same type of fund unless
the members had indicated a change of their investment choice.

Mandatory Provident Fund Schemes (Amendment) Bill 2014

In its submission to the Legislative Council Bills Committee, the
Council supported in general the proposals under the Mandatory
Provident Fund Schemes (Amendment) Bill, and highlighted the
importance of strengthening consumer protection in the areas of
phased withdrawal of accrued benefits and the cost to consumers,
arrangement for early withdrawal of accrued benefits due to terminal
illness and initiatives to reduce MPF fees.

Promoting Good Business Practices
Code of Practices of the Laundry Industry

In encouraging business and professional associations to establish
codes of practices for enhancing service quality and consumer
protection, the Council collaborated with

the Laundry Association of Hong Kong in the ——————
development of a Code of Practices of the
Laundry Industry.

A draft code was released in March
2015 to collect views from different
stakeholders. The code was officially
published in July 2015.

Key performance indicators such as those
regarding the establishment of a complaints
review committee, wide adoption of the code
and periodic review were also set out.

Review of Code of Banking Practice

The Council gave comments on a draft revised Code of Banking
Practice by the Hong Kong Association of Banks.

The Council was pleased to note that some of its suggestions
were taken on board including the inclusion of a clear definition
on the coverage of the types of financial services and institutions
in the draft code; the requirement of customers’ consent before
introduction of products/services which involve potential risk of
financial loss; and the revision of the provisions in the code relating
to the collection, use, holding and erasure of customer information.
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