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The Council advised

the Government and traders on

various matters by way of in-depth studies regarding

competition and trade practices in different sectors, as well as
through consultation submissions'°.

Block Exemption Regarding Certain Liner
Shipping Agreements

The Council made a submission to the Competition Commission
(the Commission) in response to a block exemption application
submitted by the Hong Kong Liner Shipping Association
(HKLSA). The application was in respect to certain liner shipping
agreements, i.e. voluntary discussion agreements (VDAs) and
vessel sharing agreements (VSAs). The Council noted a lack of
solid evidence from overseas studies on any adverse effect in
both tariff rates and service quality in the liner shipping market
due to the withholding of a block exemption. Therefore, the
Council suggested the Commission take a cautious approach
and deny the exemption, unless quantitative evidence could be
put forward by the HKLSA demonstrating clearly, the economic
benefits accruing from maintaining the arrangements found in
the subject VSAs.

The Commission, later published a block exemption order in
respect of VSAs for 5 years, subject to certain conditions. The
exemption order did not cover VDAs, on the basis that it was not
demonstrated that the relevant VDA activities meet the

terms of efficiency exclusion.
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The Council is a leading advocate for fair competition and good trade
practices in the marketplace. In that pursuit, the Council undertakes
research and studies of various aspects of market behaviour to ensure that
consumers stand on responsible trade practices and a level playing field in
their dealings with the traders. These all are conducive to ensuring better
prices, broader choices and a higher quality of products and services.
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Auto-fuel Price Monitoring

The Council addressed public concerns about the continuous decline in
international crude oil prices while there was no equivalent reduction
in local auto-fuel pump prices. The Council in its “2016 Auto-fuel Price
Monitoring Report” revealed that the gap between the average price
of imported auto-fuel and pump prices widened. Given no substantial
increment in major cost of doing business items such as land costs for
petrol filling service stations was found, the Council concluded that the
trend served to disadvantage consumers, while likely increasing profits
for oil companies.

The report also found that unless consumers paid special attention to
various promotion details, the best discounts might elude them. The
Council based its conclusion on the fact that discounts offered by the
oil companies were complex and difficult for consumers to grasp. In
this regard, the Council recommended the oil companies replace the
current complicated discount offers
with direct price reductions.

The Council also urged the Government
to enhance market information
disclosure, by publishing more data
frequently on imported auto-fuel
prices, and making available related
trend analysis and the cost structure
reports of the oil market. This would
help the public to understand and
monitor the fluctuation of fuel prices
more clearly.
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Online Retail Shopping

The Council conducted an in-depth study, entitled “Online Retail
— A Study on Hong Kong Consumer Attitudes, Business Practices
and Legal Protection”. The intent was to find ways to improve
online shopping experiences and enhance digital security and consumer
rights. The study covered results from a survey of consumer experiences
and their satisfaction with online retail sales. Complaints received by the
Council concerning online retail sales and sales practices were examined.
The study also reviewed legislative changes made in other jurisdictions, in
line with the ongoing development of online retail.

The consumer survey suggested that though the prevalence of online
retail in Hong Kong was lower than in other comparable economies,
the level of satisfaction of users was high. For those who had not tried
online purchase, worry about leakage of personal data, no confidence
in the product quality and lack of knowledge about online purchase
were the key deterrent factors. Analysis of traders’ conduct and
performances suggested that online retail transactions were markedly
different from on-street ones. Online retail sales often had more
stakeholders in the chain, leading to higher complexity in dispute
resolution if it arises.

The Council’s review of overseas legal practices suggested that
some jurisdictions had introduced mandatory rights of return,
to allow consumers a short period to return goods. Mandatory
information requirements had also been introduced in some
overseas jurisdictions, requiring that online traders displayed certain
information prior to the consumer’s purchase. Online dispute
resolution was becoming more available in North America and
Europe, but yet to be developed in Asia.

The Council made some important recommendations to businesses,
calling for improvements in customer services, information
disclosure and compliance with regulatory requirements. The
Council also suggested that the Government consider new
legislations which would include a statutory right of withdrawal,
regulation of information disclosures in online sales, and
clarifications of the
rights and protections
for digital content
products. Making
reference from
overseas experience
such as the European
Union, the Council
put forward a series
of recommendations
to the Government
and the business
sectors to mitigate
the problems and to
foster a fairer online
marketplace to
consumers.
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New Regulatory Regime for Medical
Beauty Services

Following a scandal and tragic consequences related to
intravascular infusion at a beauty centre in 2012, and other
cases affecting consumers’ safety and well-being, including
dubious sales practices, the Council conducted an in-depth
study on medical beauty services in Hong Kong.

The study was carried out through consumer
research, including telephone surveys, on-street
interviews and focus group discussions, market
enquiries by Council staff posing as consumers, and
desktop research into the regulatory approaches that
were being taken in selected overseas jurisdictions.

The study, entitled “Consumer Protection of Medical
Beauty Services — A New Regulatory Regime”
revealed a host of problems besetting the
industry, due to the absence of a clear definition

of what constitutes a “medical beauty” service and the
lack of comprehensive regulatory oversight. Potential problems
spread over a wide spectrum, ranging from inherent risks involved in
products and services, to control over medical devices; to qualifications
of staff, accredited sales practices; and information disclosure to aid a
complaints resolution mechanism.

The Council also found that over 90% of users surveyed during consumer
research were firmly supportive of Government action enhancing
regulatory oversight in respect of the usage of the medical devices,
qualifications of the industry practitioners and the sales practices, etc.

The strong desire and expectation of improvement in both the quality and
safety of “medical beauty” services from consumers prompted the Council
to make recommendations that the Government give consideration to
introducing new legislation. The recommendation called for clear definition
of the elements that constitute “medical beauty” service, and the
establishment of a licensing system to strengthen the regulation of service
standard, to regulate the use of treatment devices and facilities, together
with oversight of marketing practices and information disclosure.

Review of the MTR Fare Adjustment Mechanism

The Council submitted its views to the Transport and Housing Bureau’s
consultation on the Review of the MTR Fare Adjustment Mechanism.
The Council noted that the current approach to the Fare Adjustment
Mechanism was transparent and simpler than other alternative
approaches such as rate of return. The Council however recommended
that the Government and the MTR Corporation Limited should
determine a better productivity factor, keep the public informed of the
key financial data and allowing public engagement in the negotiation
process, and to introduce new, key performance indicators to improve
the service quality. For example, the mechanism could take into
account the frequency of service disruption and incorporate customer
satisfaction into the service performance evaluation.

Compared with other jurisdictions, such as Singapore, the existing
affordability gap in Hong Kong failed to take into account the
incremental effects of fare increases on the transportation expenditures
of passengers in different districts, who might have different Median
Monthly Household Income. The Council urged the Government to
adopt a more geographically orientated approach to establish the
average public transport user profile in Hong Kong and design a
mechanism more closely to monitor fare affordability for the public.
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Regulatory Framework for Medical Devices

In its submission to the Panel of Health Services of the Legislative
Council, the Council expressed support for the Government’s proposed
regulatory framework for medical devices. The intention was to impose
compulsory registration of medical devices, licensing of traders, and a
requirement that adverse incidents be reported. The plan also sought
to set controls for specific medical devices.

Nevertheless, the Council considered that there were additional
issues to be deliberated to provide greater protection to consumers
in the use of medical devices in cosmetic treatments. For example,
the Council suggested that existing devices which may be parallel-
imported or copycat devices should be included under the pre-market
controls. There should also be guidelines for exit arrangements for
traders, as well as for re-sale of medical devices. A licensing approach
should be applied to service providers. For effective implementation
of post-market controls, there should be clear enforcement guidelines
and deterrent sanctions in place. For control of usage, all users
including registered healthcare professionals should be mandated to
acquire the necessary skills and expertise to use the devices correctly.
The Council also called for a clear definition on “home-use” devices.

Medical Registration (Amendment) Bill 2016

The Council welcomed the legislative proposals for amending the
“Medical Registration Ordinance” intended to increase lay participation
in the Medical Council of Hong Kong (MCHK) and its committees.
Further recommendations called for change in MCHK’s complaint
investigation and disciplinary inquiry mechanism; and extension of
terms of registration for medical practitioners with limited registration
from not exceeding 1 year to not exceeding 3 years.

Concerning the threshold of public membership, the Council
recommended that the proposed ratio of lay people at 25%, should be
reviewed from time to time and be increased further.

Asset Management Regulation and Point-of-sale
Transparency

The Council provided views to the Securities and Futures Commission
on proposals to enhance asset management regulation and point-of-
sales transparency.

To enable better understanding among investors, of relevant risks and
exposures to market funds, the Council supported proposals requiring
fund managers to make disclosure to investors of information relating
to securities lending, repurchase agreements, similar over-the-counter
transactions and risk management policies. The Council also welcomed
to state clear in the requirement that fund managers must act in the
best interests of clients, when deciding whether or not to aggregate
house orders with client orders.
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Whilst supporting proposals for restricting use of the term
“independence” and for enhancing disclosure requirements on receipt
of non-quantifiable monetary benefits in relation to sales, the Council
added that the enhanced disclosures should be made at the onset of
the investment recommendation or solicitation process.

Industry Code of Practices

In encouraging business and professional associations to establish
codes of practice for enhancing service quality and consumer
protection, the Council has collaborated with different industries, to
review and develop relevant codes of practices.

Following the release of the Code of Practice for the Laundry
Industry in July 2015 and the subsequent establishment of an
independent Complaints Review Committee by the industry, the
Council has worked with the Hong Kong Jewellers & Goldsmiths
Association and the Kowloon Pearls Precious Stone, Jade, Gold
and Silver Ornament Merchants Association. These efforts are
structured toward a clear code of practice for the jewellery retail
sector and promotion of self-regulation.

Sales of First-hand Residential Properties

Despite the fact that the “Residential Properties (First-hand Sales)
Ordinance” (the Ordinance) came into effect 3.5 years previously, the
Council has, from time to time, continued to receive complaints about
the sales of first-hand properties, especially in arrangements arising
from delayed completion.

Under the existing Ordinance, the estimated completion date for a
development, specified by the developer in the sales brochure and
advertisements may be extended. The Council was of the view that, in
face of delayed delivery of any development and extra expenditures
for consumers, amounting to tens to hundreds of thousand dollars,
consumers were placed in a disadvantage, since they could do nothing
but wait for the vacant possession date announced by the developer.

References were drawn from overseas examples for giving further
protection to purchasers. For example, the right for purchasers to
refuse an extension request from developers in the event of delays
and the dispute resolution mechanism to handle the matter have been
embraced in some jurisdictions. In addition, the Council urged the
monitoring of disclosure on unconfirmed information and related sales
tactics, to prevent the possibility that consumers may be misled. There
was a further proposal to regulate developers, requiring that they
clearly disclose their responsibilities in the property management and
arrangements of common facilities and services.

Regarding the estimated completion date, the Sales of First-hand
Residential Properties Authority updated the relevant advice note
which required developers to state in the sales brochures the possible
reasons for granting an extension of completion date and that there
may be more than once of such an extension.
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