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FOSTERING COMPETITION

Consumer Indebtedness

To mitigate the risk of excessive borrowing by consumers, in particular
to the younger generation, the Council launched its first social media
campaign to remind youngsters of the importance of rational spending.
In partnership with the Financial Services and the Treasury Bureau,
the Council launched an education campaign on avoiding excessive
debt, with the dual objective of enhancing public awareness, of
advertisements, claims and telemarketing calls made by money lenders
or intermediaries, and promoting appropriate understanding and
knowledge of financial management. A series of 3 videos were released
via social media, generating an aggregate viewership of 2,569,952 views.

To further the momentum of the campaign, the Council collaborated
with 10 universities in Hong Kong to broadcast the videos produced for
the campaign on university campus TVs' and online channels. Mini-
competition was also held on the Facebook of the Council to encourage
university students to share their views and experience in resisting
unsolicited loan calls.

The state of consumer protection and safeguards in the market was
the focus of the Council’s study on consumer indebtedness and trade
practices of the lending industry in an effort to find solutions to the
problem.

Competition in the Personalised Point-to-point
Car Transport Service Market

The rapid emergence of e-hailing services, riding the wave of the
burgeoning sharing economy, has triggered major market disruption
in the traditional taxi industry in many countries around the world.
The Hong Kong taxi industry, with its service quality has been under
public criticism for many years, is facing the same challenge. While
e-hailing services offer consumers with more personalised and efficient
matchmaking services, they have also revealed the need for regulatory
oversight to strengthen passenger safety.
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In its role as a staunch advocate and supporter of a fair marketplace for
consumers and traders, 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 putting forward its views
and opinions for consumer policy deliberations through consultation
submissions on a diverse range of consumer issues and concerns during
the year under review.
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In view of this global change,
the Council undertook an in-
depth study entitled “More
Choices, Better Service: A
Study of the Competition in
the Personalised Point-to-
point Car Transport Service
Market”. In the study, the
Council recommended
that instead of the industry
regulator’s proposed
Franchised Taxi Services to
address consumer demand,
the Government should W
gradually open up the pre-
booked segment of the market through a progressive approach
to create a positive environment for both e-hailing and taxi
services to compete, thereby increasing consumers’ choice and
improving the quality of overall services.

The Council proposed a regulatory model that included the
issue of 3 distinct licences/permits to the e-hailing service
providers, the vehicles and the drivers, together with
the introduction of quotas for newly licensed operators
and vehicles, clearly segregating the markets for taxis
and e-hailing services, and setting out regulatory
requirements for e-hailing operation.

With the rapid application of information technology in
transport services, the Council hoped the Government
would seize this opportunity to adopt a forward-
looking strategy that would embrace e-hailing
services to enhance the quality of the overall Hong ;
Kong’s transport system, firmly establishing Hong T =
Kong’s position as a smart city in the digital world. > ETI A
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Industry Code of Practice

With the view to promoting self-regulation across various business
and professional associations and enhancing their service quality and
consumer protection, subsequent to the industry codes on beauty and
laundry, the Council has collaborated with the jewellery retail industry to
develop an industry code of practices.

Following consultation with relevant stakeholders in early 2017, the Code
of Practice for the Jewellery Retail Industry was finalised and formally
launched in July 2017. An independent complaint review committee,
with member representatives from both the jewellery industry and the
public, was established to handle consumer complaints in relation to the
Jewellery Code.

Regular review meetings with relevant industry associations would be
held for monitoring the development of the Jewellery Code and ensuring
their effective implementation.

Application to the Competition Commission for a
Decision under Section 9 of the Competition Ordinance
in relation to the Code of Banking Practice

The Council provided views to the Competition Commission in relation
to an application for a decision under section 9 of the Competition
Ordinance from a number of institutions authorised under the Banking
Ordinance (the Applicants). The Applicants seek a decision from the
Commission” to whether the first conduct rule applies to the giving
effect of the Code of Banking Practice (the Code) by the Applicants
by virtue of the exclusion in section 2 (Compliance with legal
requirements) of Schedule 1 to the Competition Ordinance.

Concerning the application, the Council was of the view that the
Code played an important role in enhancing consumer protection
and increasing transparency in the provision of banking services to
individual consumers. As consumer interests should be duly addressed
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in the course of considering the application, the Council suggested the
suspended Code sections be restored if the Commission’s decision
was that the legal requirement exclusion applies. Besides, in view of
the significance of this application, the scope and implications of the
exclusion should be clarified in the decision, and competition oversight
retained properly, in balance with consumer interests.

Strengthening the Regulation of Person-to-
person Telemarketing

In the submission, the Council suggested to the Commerce and
Economic Development Bureau in the consultation “Strengthening the
Regulation of Person-to-person (P2P) Telemarketing Calls” in Hong Kong
that, in light of the proliferated use of P2P commercial advertising calls
and the nuisance caused by such calls have aroused wide public concern,
Hong Kong should follow the international development and introduce
a more stringent statutory regime in regulating P2P telemarketing calls.
The Council was also of the view that the “warm call” could not be
exempted to avoid the risk of dispute by marketers, claiming they have
already obtained the consent of the call recipient.

To help tackle the public concerns of nuisance from local P2P
telemarketing calls, the Council welcomed the proposed establishment
of a Do-not-call Register via legislation to prohibit telemarketers to have
access to the numbers listed on the Register. As an interim solution, the
Council supported the proposal to facilitate development of call-filtering
applications with no compromise on consumer privacy provided that
stringent security safeguards would be strictly observed in designing the
filter applications.

Ticket Scalping

The advent of the Internet has played a significant role in facilitating
ticket scalping activities by providing an easily accessible means and
platform for consumers and traders to participate in the market. Against
this background, the Council participated in an international survey on
ticket resale websites, which was led by Australia CHOICE, a member of
the Consumers International.

The survey revealed that the industry was not working for consumers
and concluded that measures to improve transparency and curb
bad behaviour in online booking processes would help to create a
fairer marketplace. In addition to the survey, the Council reviewed
the local ticket resale situation and noticed that there were different
arrangements in regulating the ticket scalping activities on places of
public entertainment and venues that were under the management
of different Government departments. To combat ticket scalping, the
Council has suggested the Government to review the scope of existing
legislations and to increase the ratio of event tickets available for public
purchase, and to implement a ticket ballot/real-name ticketing system.

The Council welcomed the recent Government announcement of a
package of measures to ensure the sales of tickets in an orderly manner
through formal channels such as raising the proportion of tickets
available for public sale, supporting the implementation of a real-name
ticketing system, and reviewing the feasibility of regulating the ticket
scalping for all venues through legislative amendment.
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Sales of First-hand Residential Properties

In an on-going effort to gauge whether consumers could obtain
adequate and accurate sales information in the first-hand residential
property market, the Council conducted field visits at the sales offices of
some first-hand residential development projects.

Based on the observations during the field visits (which were reported
in CHOICE Magazine in June 2017), the Council called on developers
to expand the scope and transparency of information disclosure to
be disseminated widely through various channels, including a digital
platform with real-time update that allows access of timely information
for informed choice.

In addition to enhancing the consumption table so that prospective
purchasers could better understand the pricing information and sales
status of a property, it was also recommended that on-site inspection
and regulatory control on the sale practices be strengthened to ensure
law compliance.

With regard to the consumption table, the Council welcomed that
the Sales of First-hand Residential Properties Authority had added a
new section “Information on Availability of Residential Properties for
Selection at Sales Office” under the "Notes to Purchasers of First-hand
Residential Properties" to remind prospective purchasers to check from
the consumption table information on the progress of sale on a date
of sale, including which residential properties are offered for sale and
which of them have been selected and sold during that date of sale.

Private Healthcare Facilities Bill

In its submission to the Bills Committee of the Legislative Council on
the Private Healthcare Facilities Bill, the Council expressed support
in principle to the proposed regulatory framework. Furthermore,
it suggested that the Bill should clearly specify the prohibition on
performing treatment or procedure causing personal injury by a
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person who was not a healthcare professional on licensed Private
Healthcare Facilities (PHF). In responding to recent cases of consumer
injury relating to medical beauty treatments/procedures, the Council
suggested to add in the Bill to empower the Director of Health to
issue, on a timely basis where necessary, regulatory guidelines
on whether specified medical procedures/treatments should be
undertaken at licensed PHF only.

The Council also recommended the Government, for the betterment
of consumer protection, to issue warning or advisory letter as one of
the regulatory tools; explore the possibility of extending the complaint
period; set up mechanism to monitor the practices of exempted small
practice clinics; and conduct and report study on budget estimates
and actual charges of PHF on a regular basis.

Travel Industry Bill

In its submission to the Government on the reform of the regulatory
regime of the travel industry through a new piece of legislation,
called the Travel Industry Bill, to establish an independent statutory
body, the Travel Industry Authority (TIA), the Council supported
specifically the licensing and operational requirements for regulating
travel agents, tourist guides and tour escorts and recommended that
the TIA take up the key function of the consumer protection.

The Bill will empower the TIA to issue guidelines, directives and codes
of conduct to regulate the activities of the licensees. The Council
considered that the TIA should make use of this power to enhance
the quality of service, increase market transparency, promote fair
trade and protect consumer interests. It also suggested that sufficient
funds and human resources should be granted to the TIA to fulfil its
regulatory and supervisory roles.

The Council fully supported the legislative proposal in regulating online
travel agents. To strengthen consumer protection, TIA should step
up the regulation of these online travel agents and develop effective
measures to monitor their operations.

Financial Reporting Council (Amendment) Bill

With the view to enhancing protection to investors and ensuring
that the new regulatory regime in Hong Kong would be on par with
international standards, the Financial Reporting Council (Amendment)
Bill 2018, enabling the Financial Reporting Council (FRC) to become an
independent oversight body responsible for the inspection, investigation
and disciplinary functions with regard to auditors of Public Interest
Entities (PIEs), was introduced into the Legislative Council.

The Council welcomed the Bill but with reservation on the funding
proposal that a considerable contributions (half of the annual budget
costs of the post-reform FRC) would be borne by consumers. Taking
reference from the practice in some developed overseas jurisdictions,
their independent PIE auditor regulatory bodies were primarily funded
by PIEs and PIE auditors. The Council urged the Government to justify
the proposed contribution ratios and devise measures and targets for
effective development, management and operation of the post-reform
FRC to ensure prudential use of the funding.
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Guideline on Authorization of Virtual Banks

In its submission to the Hong Kong Monetary Authority on the revised
Guideline on Authorization of Virtual Banks, the Council welcomed
the new principle of promoting financial inclusion that virtual bank
operations were prohibited from imposing any minimum account
balance requirement or low-balance fees on consumers, and the other
new requirements such as the competency of directors and senior
managements, a physical presence of the virtual bank, and the provision
of an exit plan and independent assessment report on technology risk.

To enhance consumer protection, the Council stated that the terms and
conditions of the respective rights and obligations between virtual banks
and their customers had to be user-friendly and easy to understand,
and that any major incidents in relation to system and security breaches
should be reported instantly to the HKMA and disclosed to the public.

Given the emergence of new business models in the financial market,
the Council also urged the HKMA and other financial regulators to closely
monitor the development of online peer-to-peer lending operations in
the marketplace, and examine the underlying cost structure and price
setting between online and on-street modes of banking services for
promoting a healthy competition in the market.

Proposals to Reduce and Mitigate Hacking
Risks Associated with Internet Trading

The Council welcomed the proposals by the Securities and Futures
Commission on reducing and mitigating hacking risks associated
with Internet trading, in particular the key requirements such as
two factor authentication for client’s system login and prompt
notification to clients.

The Council was of the view that the proposed cyber-security
requirements are minimum requirements and any Internet brokers not
fulfilling the requirements should not be allowed to operate. For better
consumer protection, the Council also suggested that internet brokers
should educate their clients on appropriate and safe use of Internet
trading platforms and there should be security audit of the platforms on
a regular basis by an independent external auditing party. Policies on
treatment of liability of loss arising from cyber-security incidents should
also be properly disclosed in advance.

Guidelines on Online Distribution and Advisory
Platforms

The Council provided views to the SFC regarding its proposed
guidelines on online distribution and advisory platforms offering
investment services.

To better protect the interests of investors in Hong Kong, the Council
urged the SFC to put up more resources in its surveillance and
enforcement against non-licensed or non-registered persons, and to
engage in greater international co-operation in relation to cross-border
online investment.
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As for the application of the suitability requirement in the online
environment, the Council supported the SFC’s view that it would be
triggered whenever a solicitation or recommendation was offered by
a person or a robot adviser, or when a sale of complex products was
involved.

Way Forward of Live Poultry Trade in Hong Kong

In the submission to the Food and Health Bureau regarding the
consultation on the Way Forward of Live Poultry Trade in Hong Kong,
the Council, taking into account the Avian Influenza risk level, had no
objection to the recommendations of maintaining the status quo for the
live poultry trade in Hong Kong and considered that recommendations
on strengthening existing safeguarding measures along the supply chain
were necessary. The Council also considered that the effect of imposing
improvement measures on the competition on the supply of the live
poultry should also be closely monitored and reviewed.

In addition, the Council also highlighted its concerns from the
perspective of anti-microbial resistance (AMR) control, and
advised that efforts on the control of AMR, for instance in terms
of preventive, surveillance and education, should be stepped up
together with that of Avian Influenza.

Auto-fuel Price Monitoring

As part of an on-going project commissioned by the Environment
Bureau to increase information transparency in the auto-fuel market,
the Council has been collating and publishing the daily retail price
information of the auto-fuel market in its website and 2 smartphone
applications for car drivers. The Council had also collaborated with an
oil company to monitor the quarterly price adjustments in the domestic
liquefied petroleum gas market.

With a recovery of international crude oil prices in the past year, the
Council was committed to its role to monitor the relationships between
local retail pump prices of auto-fuel and international crude oil prices as
well as import prices in the market.
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