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Landmark events of the Council in 40 years
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In the 1970s, the global oil crisis led to high inflation
with prices soaring on essential daily commodities
such as rice and edible oil. Against this backdrop, the
Consumer Council was established in April 1974.
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The Consumer Council was founded. Retail Prices
of Major Foodstuffs Report was broadcast daily on
the radio for price comparison of market shoppers.
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The function of the Council was expanded to
include services in addition to goods.
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The forerunner of CHOICE magazine — Consumers
Monthly Newsletter was launched with a print run
of 30,000 copies. In 1976, the debut of CHOICE
magazine, carrying the first product test on
cooking oil.
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The Consumer Council Ordinance was
commenced to incorporate the Consumer
Council and define its functions and powers.
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The Council became a member of the
International Organisation of Consumers
Unions (presently known as the Consumers
International), striving for the betterment of
consumer rights.
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The economic take-off transformed Hong Kong from an
industrial society to a financial centre. The service
industry rose to be one of the most important sectors
with consumers paying more and more attention to the
quality of goods and services.
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The Council named traders for
malpractices and a total of 34 shops
were named in the 80s.
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A number of major travel agencies went
into closure. The authorities accepted the
Council’s proposal of redress measures to
safeguard consumer interests and
amended the Travel Agents Ordinance.
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CHOICE published its first test report on
condoms that saw its circulation soar to a
historical high of 73,000 copies, a record
still unsurpassed.
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A publicity video was launched focusing on
outbound packaged tour travel with the slogan
- Consumers have the right to be informed, the
more you ask, the smarter you are.
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As Hong Kong moved forward to further establish its status as Asia’s Financial
Centre, the public demanded better regulations on sale practices. The
Council conducted research and promoted a number of consumer protection

policies and legislation during this period. Meanwhile, the economic growth

also led to a property market boom and rampant speculation; property prices

reached a historical high in 1997.
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The Council called for abolition in
phases of the Interest Rate Agree-
ment and the recommendation was
supported by the Government.
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The Supply of Services (Implied
Terms) Ordinance, the Unconscio-
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The Council published the study
report Competition Policy: the Key
to Hong Kong's Future Economic
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Hong Kong's economy was hit hard by the SARS epidemic and the financial
crisis. In 2003, a post-SARS open market policy stimulated a tourism boom
helping to stabilise the economy. In 2008, the Lehman Brothers mini-bond
default triggered off a financial crisis worldwide. In the following years, the
economy in Hong Kong recovered steadily to return to its right track.
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Research and tests were conducted on
surgical face masks, sanitation and
sterilisation products and other items
claiming to be effective against SARS.
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CHOICE reported cases of women
suffering serious complications after
using PAAG for breast augmentation.
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A new website Shopsmart dedicated to
Mainland tourists was launched.
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After 23 years of effort to advocate a

standardised definition of Saleable Area,

an agreement was finally reached by
various parties concerned.
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For the first time, consumer complaints
exceeded the 40,000-case threshold
including 8,274 cases relating to the
Lehman Brothers mini-bond default.
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The Consumer Legal Action Fund
assisted some of the consumers who
were aggrieved by the sale of Lehman
Brothers related financial products.
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Rapid technology development and proliferation of internet shopping posed
new challenges to consumer protection with growing attention to individual
personal privacy and sustainable consumption.

R RAR  BERRPIN  HEE R RELHTE (S MINERE AR KA

FHEHE -

2011

2012

{EARLEE

The Council co-organisd the 19t CI World
Congress, drawing a global assembly of
over 700 delegates from 80 countries, the
highest attendance in the history of the
Congress.
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The Council published a report
proposing the adoption of fair terms in
consumer contracts and the implemen-
tation of a cooling-off period.
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The Competition Ordinance, the Trade
Descriptions (Unfair Trade Practices)
(Amendment) Ordinance 2012 and the
Residential Properties (First-hand Sales)
Ordinance were enacted by the
Legislative Council.
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A three-year strategic plan was
announced with sustainable consump-
tion becoming an important focus in
the future.
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A new website dedicated to publicising
the provisions against unfair trade
practices under the amended Trade
Descriptions Ordinance was launched
to educate consumers.
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Several study reports focusing on business
practice issues concerning first-hand sales
of residential properties, supply of infant
formula and auto fuel pricing were subse-
quently released and aroused extensive
public discussion.
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The year under review (2014-15) marked an important milestone
in the history of the Consumer Council, commemorating its 40"
Anniversary of founding. It marked four decades of devoted public
service, dedicated to the betterment of consumer welfare, through
thick and thin the changing fortunes of economy and the rising
tide of consumer demands. It also marked a historic watershed
for the beginning of a new realm of consumer protection and
empowerment.

We do look back with pride the past achievements we have so
resolutely pursued with tenacity to bring them into fruition, and more
than ever before, we are confident that the new direction forward
as embodied in the current three-year strategic plan, will lead the
Consumer Council to a new horizon in consumer protection.

In retrospect, the Council has covered an awful lot of work, both in
diversity and enormity, that touches upon virtually every facet of the
consumer daily life — be it health and safety, unfair trade and pricing
practices, market competition and transparency, the environment
and sustainable consumption, legal protection and redress, or
a myriad of issues impacting on the rights and interests of the
consumer public. That is somehow inevitable given that consumption
is a lifelong affair from cradle to grave.

CHAIRMAN’S MESSAGE

F Gl

Professor WONG Yuk-shan, BBS, JP
Chairman
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We are responsive to the socio-economic and technological
changes, in particular the new challenges brought on by the
digital age such as online shopping and e-commerce, the impact
of an influx of visitors and immigrants from the Mainland, and the
emergence of a 'silver-haired’ market due to ageing population, to
mention but a few.

For the year in review, | am very pleased to say that we had yet
another busy and fruitful year. In commemoration of the 40"
Anniversary, a program of activities and events was organised
throughout the year to showcase and reinforce public awareness of
the solid progress attained in the history of the Council, consumer
rights and responsibilities, and the importance of consumer
vigilance.

Enlighten — Collaborate — Innovate was the theme adopted to
commemorate the anniversary: Enlighten because only when
consumers are enlightened will they take full charge of not just
their rights but also responsibilities for the impact they create on
the marketplace and environment; Collaborate as only through
collaborative efforts in concert can we amplify the resources needed
to cope with ever-rising new challenges and issues; and Innovate
since only an innovative approach for ideas and solutions can give
us the needed capacity to embrace the new era of challenges in
consumer protection.

The Council was most actively involved in consultations on
implementation following enactment of the three vital consumer
protection legislations — the Competition Ordinance, the Trade
Descriptions (Unfair Trade Practices) (Amendment) Ordinance 2012
and the Residential Properties (First-hand Sales) Ordinance. They
have taken the Council long years of research and advocacy to bring
them into place. However, we will not be complacent. Our continuing
role is to see to it that they are enforced effectively to the ultimate
benefits of consumers.

The combined publicity efforts of the Government and the Council
on the amended Trade Descriptions Ordinance on fairness in
the market, and the legal sanction against unfair trade practices
have heightened awareness of consumers and traders alike.
Enforcement is going strong with the effort of the Customs and
Excise Department with which we have established a mechanism
for referral of consumer complaints where applicable for possible
investigative action.
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During the year, we have put forward our suggestions on the
enforcement guidelines of the Competition Commission with the
emphasis on a consumer welfare approach in interpreting the spirit
of competition rules.

The year also saw the release of two important indepth study
reports, on the sales of first-hand residential properties, and the
future development of the electricity market respectively. Both
reports generated extensive public attention galvanising immense
public discourse on the imperative for reform and enhanced
consumer protection in these sectors.

In November, our findings in the the report on Study on the Sales
of First-hand Residential Properties revealed that certain problems
remained unchecked after the Residential Properties (First-hand
Sales) Ordinance had been in implementation for a year and a half.
Such deep-rooted practices as aggressive tactics to make quick
onsite sales, units released in small batches resulting in possible
market speculation, confusing exaggerated claims and information
seemed to persist. Improvement in official oversight and the key
areas highlighted in the report is needed.

In December, our report on Searching for New Directions — A Study
of Hong Kong Electricity Market has stimulated much-needed
informed public discussions on this complex regulatory affair. The
study was undertaken with expert assistance of the Consumers
International on overseas regulatory reform experience and its
implications for consumers as well as extensive consultation with
local stakeholder groups including the power companies, industry
and environmental groups, academia and Government agencies.
Three broad elements of regulation, competition and sustainability
in the electricity market were examined.

Any reform it seems will have to strike a fine balance in reliability,
environmental performance and affordability. No doubt the Council
will continue to be proactive in its role to promote consumer
interests and a new regulatory regime that could bring sustainable
and economic benefits to consumers from the electricity sector.

A working group led by myself was set up to steer and provide advice
on the strategic direction in promoting sustainable consumption.
The Council sets out in its strategic plan its goal to contribute to
the development and education of sustainable consumption in
Hong Kong. A series of work is in progress to establish the long-
term strategic framework in facilitating the delivery of the mission
in sustainable consumption. We have undertaken a major study to
establish consumers’ knowledge of, behaviour in and the priorities
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for sustainable consumption so as to form a baseline for designing
education efforts and ongoing tracking. In 2014, we also undertook
a detailed analysis to determine how Hong Kong's electricity sector
could be reformed to increase the use of renewable electricity and
energy efficiency, and submitted our point of views to the recent
Government consultation.

Much remains to be done. We are scheduled to release a number
of our studies on topics such as online purchase behaviour and
consumer arbitration feasibility. Work is also at an advanced stage
to launch the Council’'s revamped website shortly. The work ahead is
formidable but with our new guiding motto Enlighten — Collaborate —
Innovate and your unfailing support, we are confident of the success
of our mission.

In closing, | would like to express my sincere gratitude to the retiring
Council Members during the year for their support and invaluable
contribution: Mr Thomas CHENG, Mr Bankee KWAN, Ms Miranda
KWOK; and a warm welcome to the incoming Council Members: Mr
Ambrose LAM, Mr Kevin LAM, Mr Kent WONG. | would also like to
express my heartfelt thanks to the outgoing Co-opted Members for
their expert guidance: Prof. Ron HUI, Mr Larry KWOK, Mr Michael LI,
the Hon Charles Peter MOK; and welcome to an incoming Co-opted
Member Prof. Nora TAM.

My personal appreciation and gratitude is reserved for the Council’s
Chief Executive Ms Gilly WONG for her foresight and leadership
of the day-to-day operation of the Council, and the staff for their
dedication and professionalism in serving the consumers.

Professor WONG Yuk-shan, BBS, JP
Chairman
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MEMBERSHIP OF THE CONSUMER COUNCIL
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CO-OPTED MEMBERS OF THE CONSUMER COUNCIL
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Mr CHAN Ka-Kkui Mr John CHIU Chi-yeung Ms Constance CHOY Hok-man Mr Raymond CHOY Wai-shek Mr Francis FONG Po-kiu
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Mr Ambrose HO Prof. Ron HUI Shu-yuen Mr Kelvin KWOK Hiu-fai Mr Larry KWOK Lam-kwong
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Mr Daniel C. LAM Mr Edmond LAM King-fung Mr Fred LI Wah-ming Ms Bonnie NG Hoi-lam Ms Clara SHEK
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MANAGEMENT TEAM OF THE CONSUMER COUNCIL
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Mr Simon CHUI Chun-king
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CHIEF
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Ms Gilly WONG Fung-han
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Principal Public Affairs Officer Principal Planning & Trade Practices Officer (Acting) Principal Complaints & Advice Officer

Ms Deanna CHEUNG Kin-wah Dr Victor HUNG Tin-yau Ms Sana LAI Tik-shan
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Head of Human Resources Division Head of Finance & Administration Division Head of Information Technology Division
Mr LEE Wing-kai Ms Stephanie LING Yee-mi Mr Ricky NG Chi-wah
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Head of Legal Affairs Division Head of Consumer Education Division Principal Research & Survey Officer
Mr Eddie NG Yick-hung Mr WONG Koon-shing Ms Rosa WONG Wan-ming
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Highlights of activities in commemoration of
4 0th anniversary
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2014.04.07

The 40th Anniversary Celebration Cocktail Reception was held to kick off a series of commemorative activities.
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2014.04.06-09

The 1st Cross-Strait Symposium on Consumer Protection was organised in Hong Kong and Macau.
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2014.10.07 - 2015.02.13
The Council sponsored “The Best Thematic Micro-film Award" in the
8th Mobile Film Production Contest.
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2014.11.11
Debut of Metropolitan Consumers TV features — a production by RTHK sponsored by the Council.
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2015.01.30 - 2015.03.29
4x10 Comic Exhibition was held consecutively in Lok Fu, Tseung Kwan O and Kwai Fong depicting changes of
consumption situations over the past decades in the eyes of renowned comic artists.
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THE CONSUMER COUNCIL
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The Council is committed to

representing the voices of consumers by advocating their
interests, enhancing their welfare and empowering them to protect

their own rights and values.
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The Consumer Council is a statutory body which was established
in 1974. Pursuant to the Consumer Council Ordinance (Cap 216),
the Council’s functions are to protect and promote the interests of
consumers of goods and services and purchasers, mortgagors and
lessees of immovable property by:

e collecting, receiving and disseminating information concerning
goods and services and immovable property

® receiving and examining complaints from and giving advice to
consumers of goods and services and purchasers, mortgagors
and lessees of immovable property

e taking such action as it thinks justified by the information in its
possession, including tendering advice to the Government or to
any public officer

® encouraging business and professional associations to establish
codes of practice to regulate the activities of their members

® undertaking such other functions as the Council may adopt with the
prior approval of the Chief Executive in Council of the Government

Consumer Council Membership

The Council comprises a Chairperson, a Vice-Chairperson' and
not more than 20 other Members® who are all appointed by the
Government for a term of not exceeding two years. They may be
reappointed upon expiry of their respective terms of office.

In the year under review, three new Members, namely Mr Ambrose
LAM San-keung, JP, Mr Kevin LAM Sze-cay and Mr Kent WONG Siu-
kee joined the Council.

The Council would like to express its heartfelt thanks to Mr Thomas
CHENG Kin-hon, Mr Bankee KWAN Pak-hoo and Ms Miranda
KWOK Pui-fong for their support, devotion and contributions
during their terms.
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1 See Appendix 1 for the list of former Chairpersons and Vice-Chairpersons of the Consumer Council.
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2 See Appendix 2 for the list of Full Council Members and Co-opted Members.
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Council and Committees

The Council operates through a committee structure comprising
12 Committees and Working Groups®. Full Council meetings are
held on a bi-monthly basis. The Council will co-opt professionals of
different disciplines as members of relevant committees in order to
benefit from their expertise and to facilitate studies in specific fields.
The Council administers the Consumer Council Legal Action Fund
via a Board of Administrators and a Management Committee.

Sustainable consumption is a new area of commitment under the
Council’s three-year strategic plan. In the year under review, the
Working Group on Sustainable Consumption Programme was set up
to steer and provide advice on the strategic direction in promoting
sustainable consumption. Led by the Council Chairman, the Working
Group comprised the Council Vice-chairman, three other Council
Members and a Co-opted Member, Prof. Nora TAM Fung-Yee, BBS,
JP, who is an expert in environmental biology.

In 2014-15, Prof. Ron HUI Shu-yuen, Mr Larry KWOK Lam-kwong,
BBS, JP, Mr Michael LI Hon-shing, KSJ, BBS, JP, and The Hon. Charles
Peter MOK, JP retired as Co-opted Member. We would like to
express our gratitude for their support and expert contributions to
the Council.

The Council Office

The Council Office, headed by the Chief Executive, employs 146
staff.

The Council Office operates with nine functional divisions, namely,
Complaints and Advice Division, Consumer Education Division,
Finance and Administration Division, Human Resources Division,
Information Technology Division, Legal Affairs Division, Planning and
Trade Practices Division, Public Affairs Division and Research and
Survey Division®.

The Council is an equal opportunities employer, with the number
of disabled employees representing 0.7% of the Council Office's
permanent staff in 2014-15.

Finance

The Council derives its income mainly from Government subvention.
Other sources of income (approximately 5%) include proceeds from
the sales of the Council’s CHOICE magazine and interest income.

The total recurrent and non-recurrent expenditures for the year under
review was HK$105.75 million and HK$5.65 million respectively”.
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3 See Appendix 3 for full list of Committees and Working Groups.
ZEGNRTENENRERB BIER="-

4 See Appendix 4 for the organisation chart of the Consumer Council.
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5 See Appendix 5 for the Auditor’s Report and Financial Statements for the accounts of the Consumer Council for 2014-15.
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RESOLVING DISPUTES BETWEEN
CONSUMERS AND BUSINESSES

i 51 2% - B g 4 Z [l PR L

The Council seeks redress for
consumers by means of conciliation through which disputes are resolved
between consumers and traders by mutually acceptable agreements.
Complaints are a useful source of information which may sometimes
lead to the issue of timely alerts to the public about trade malpractices
while enabling law enforcement agencies to take relevant actions.
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Complaints and Enquiries Received e EYE
Complaints and enquiries are received via telephone, fax, AECFEBEZT BE - ZEREBEZKNEE
correspondence or the internet. During the year, 87% of all enquiries BSR s TR IE s o A T BN SR E 7% RESE
were received by telephone, while 54% of complaints were lodged in S R4 A B RE R E A o
FI=l) A o Cly=) I

writing or via the internet.
HERERHET

Complaints Statistics Breakdown
AEERAEGHERBI101,560REEEAR

During the year, a total of 101,560 enquiries and 29,547 complaints

were received, representing a 6% decrease in the number of 29,547 B ERFF - HH2013- 14 FFHEE
complaint cases compared with 31,334 in 2013-14. 31,334 REFFEE M TKE%

Although the Council is not a law enforcement agency and it BARS WA WREAEEND £
does not possess any investigative powers, the Council was able 2014-15FEEBI3%AIRENER  KAR2HAE
to achieve a high resolution rate of complaint cases by means of EEZR(BEM) - YN FgYEIE BB o RN
conciliation: at 73% of cases with pursuable grounds in 2014-15 (See AR Ae@BBI0FAZEEE SR SRS
Fig 4). For cases where traders refused to settle or offer redress, 18 R E A

the complainants were advised to seek redress via other channels,
including civil action®.

FIG.1 COMPARISON OF COMPLAINTS IN THE PAST 3 YEARS
E— BE=FRENKRFEF

Total number of complaints #%ZF{EIZZHEE 26,955 31,334 29,547

6 See Appendix 6 for contact information of Consumer Advice Centres.
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FIG.2 TOP TEN CONSUMER COMPLAINTS ON INDUSTRIES IN 2014-15
Bl— 2014-15FEEH+{EBHRT

o

1000 2000 3000 4000 5000 6000

Telecommunications Services BRI

Telecommunications Equipment #2544

Travel Services Hx %% BR#E

Electrical Appliances B2

Food & Entertainment Services B EE J iR 4
Furniture & Fixtures 45 M1

Beauty Services =R

Computer Products &

Clothing & Apparel 7X#ff

Foods & Drinks @M ELR

FIG.3 NATURE OF CONSUMER COMPLAINTS IN 2014-15
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FI1G.4 RESOLUTION RATE OF CASES WITH PURSUABLE GROUNDS IN 2014-15

B 2014-155 EREM IR

Total number of cases received ¥ ERAEE]

No. of cases with pursuable grounds aJ BR R EFEIZE’

No. of cases in progress {H7E IR EHAIEZE
No. of cases resolved EFERIVEZE

Resolution rate FA{EpIHER

Top Five Consumer Complaints
1 Telecommunications Services

Despite a significant drop of 23% over the preceding year,
telecommunications services continued to be the top category
receiving the most complaints with 5,091 cases in 2014-15. The bulk
of the complaints were related to disputes concerning fees and
charges (57%) and the quality of services (19%).

2 Telecommunications Equipment

Complaints relating to telecommunications equipment came second
with a hefty rise of 79% from 2,325 cases in 2013-14 to 4,152 cases in
2014-15. Nearly 96% of the complaints (3,974 cases) involved mobile
phones, including 2,361 cases of consumer dissatisfaction over the
pre-order sales of a newly launched smartphone in high demand.
The nature of the complaints was mainly about sales tactics (1,657
cases) and late or non-delivery of products (1,053 cases).

3 Travel Services

Travel services came third as disputes related to travel services rose
year by year and recorded 1,941 cases, an increase of 19% compared
with that of 2013-14. Disputes regarding airline services and air tickets
drew 743 cases and 619 cases, representing an increase of 67% and
15% respectively. Sea cruise cases recorded an increase close to
threefold from five cases last year to 23 cases this year. Complaints
were mostly about price disputes (593 cases), quality of services (543
cases) and late/non-delivery of services (408 cases) which included
flight delay and cancellation.

4 Electrical Appliances

Electrical appliances came fourth with 1,614 cases, a slight drop
of 6% over the year before. Quality of goods (38%) and repair and
maintenance (32%) were the main areas of disputes within this
category.

5 Food And Entertainment Services

The number of complaints in relation to food and entertainment
services remained in the top five categories with 1,381 cases,
although it witnessed a drop of 12% compared with that of 2013-14.
Service quality (414 cases), sales practices (288 cases) and charge
disputes (273 cases) were the major areas of customer dissatisfaction.

29,547
20,622
1,545
13,894
73%
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2 ®ENzEtd

B MRBNSM £H41525 HAR+SHE
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3 MREEAR
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RT7A3RE619R AEAB R67%F15%F
BERREN R FREZEAE  AEES R
ME2ZR - BFEBSRERKRER (593R)
RISEE (543FR) RILE/REEIR R (408
R) BPEEMIIERIEVY

4 BIEED

TREQNRFTIEN £HE1,6147 BE
FEHTHE% I AERNRFEESRERE
% (38%) AR (32%) FE-

5 RERIRERTE

BHRRERRERBNTFINMAKERNBERLA
BRREFETB12% £5F1,3815R - T E5|#E
HEERNANEESERBESR (414R) \HE
Fi& (288FR) REKFEZ (273R) »

7 Anonymous complaints, cases with insufficient information, and complaints outside the Council’s terms of reference are in general non-pursuable.

BRI BARENNE MEASTESE SN  T— R I8N NERERENEZR



Trends of Consumer Complaints
Online Shopping Disputes on the Rise

As online shopping has become part of people’s daily life,
complaints arising from this activity reached 5,403 cases, an increase
of 52% over last year, and involving spending of over HK$20 million.
Most complaints stemmed from purchase of mobile phones (2,336
cases, up 497%) followed by online booking of air tickets and
accommodation (1,102 cases, up 42%). Among these complaints,
35% involved sales practices (1,869 cases, up 365%) alleging that the
terms and conditions of the online purchase were not clearly
explained to or readily available for consumers at the
time of placing orders. Disputes arising from late
or non-delivery of goods or services purchased
online recorded 1,797 cases, an increase of 30%
and postal and courier services 43 cases, an /// ’
increase of 115%.

While enjoying the convenience of internet

shopping, consumers need to be vigilant of the

terms and conditions of the offers to ensure their

rights and obligations under the contract. The
traders, on the other hand, are urged to build a sound
online shopping mechanism and a fair transaction platform
to boost consumer confidence.

Double-digit Drop in Tourist Complaints

The Council received a total of 2,623 tourist complaints in 2014-15,
a drop of 11% from the previous year. Complaints filed by Mainland
tourists continued to be the overwhelming majority with 2,150 cases,
albeit a 10% reduction compared to last year.

The more common tourist complaints were
related to expensive Chinese herbs/
ginseng (324 cases) and a sharp increase

of 80% was recorded compared to

last year. Medicine/health food

(305 cases, down 34%) and
telecommunications equipment

(273 cases, down 14%) came

second and third on the list.

Most of the complaint cases

involved sales malpractices

(1,117 cases), representing

43% of all tourist complaints

and an 11% increase over the

past year.

To strengthen protection of

consumer against unfair trade

practices, the Council has been

working closely with the Customs \
and Excise Department and
exchanging updated information with it

on trade practice related complaints.
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The Council regularly releases complaint statistics to
alert the public about shopping entrapment.
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Naming of Malpractice Traders

In July 2014, an online shop selling infant products was named by the
Council for malpractices. It was the first ever public naming against
online sales tactics detrimental to consumer interests.

The Council had received over 91 consumer complaints against the
trader, involving an amount of HK$285,000, for partial or non-delivery
of goods and undue delay or failing to provide full /partial refund for
non-delivery of goods.

The naming exercise served as timely alert to consumers and
deterrence to dishonest traders especially the online ones.

Birth Enterprise (China) Limited BE{ % (PE) BRAF]
Trading as birth.hk ZEEEHE

Unit K, 17/F, Block 4, Golden Dragon Industrial Centre,
No. 182-190 Tai Lin Pai Road, Kwai Chung, New Territories
IR BB E182-19058 8 T 2RO 718K=
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IMPROVING PRODUCT QU
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The Council undertakes research
and test of consumer products with the aim to evaluate
the safety, efficacy, ease of use, durability and environmental
sustainability of the products. This function has the beneficial dual

impact on both consumers and manufacturers.
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Research and Test Reports

During the year, 58 product research and test 58
reports were published in CHOICE magazine. When

products were found to fall short of full compliance
with mandatory or international standards, the Council
notified the relevant regulatory bodies for immediate
follow-up actions, while also making recommendations to
the manufacturers and their agents for rectification and product
improvement. The Council’s findings and follow-up efforts have
proven over the years to be an effective mechanism in calling for
positive outcomes in regulations and enforcement®.

Types of Product Tests

Product tests published in CHOICE can be categorised into three types.

The first type includes tests initiated and undertaken solely by the
Council using its own resources. The majority of these are conducted by
independent laboratories in Hong Kong. Should local testing facilities
be unable to meet the Council's requirements, appropriate laboratories
in other jurisdictions were commissioned.

The second type concerns joint tests conducted by the International
Consumer Research & Testing (ICRT). The ICRT is an international
consortium of more than 35 independent consumer organisations. As
an active member, the Council has benefited from the ICRT's joint tests
through which resources and experience from other markets can be
effectively utilised.

The third type involves product tests conducted with relevant test
reports published by the Council jointly with various local Government
and statutory organisations.
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8 See Appendix 7 and 8 for the lists of product testing reports, product indepth studies and market survey reports published during 2014-15.
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Food
Traditional CNY Festive Food

The Council examined nutrition labels on
40 prepackaged Chinese New Year (CNY)
festive foods from nine chain pastry
stores, including 14 sweet puddings, 15
turnip/taro cakes, and 11 sesame cookies |
and crispy triangles. A lot of traditional
CNY favourites were unfortunately
found to be high in the three nutrients -
sugar, salt and fat - detrimental to health if
consumed excessively.

Half of all sweet pudding samples were found

to contain at least 25 grams of sugar per 100 grams ——

serving, which exceeded 50% of the World Health
Organisation (WHO) recommended daily intake limit for free sugars.
According to the nutrition labelling on the package, the pudding with
the highest sugar content was found to contain 43.2 grams of sugar per
100 grams serving, equivalent to nine sugar cubes or just slightly below
the WHO recommended daily intake limit on free sugar. However,
after the publication of the report, the related company claimed that
a mistake had been made during the preparation of its label. The
report not only warned consumers of the generally high sugar content
in sweet puddings. It also raised a concern that the accuracy of the
nutrient labelling seemingly was not always verified and monitored.

The majority of crispy triangle and sesame cookie samples surveyed
were considered high in total fat and saturated fat which is highly
correlated to risk of cardiovascular disease. Consumers were
warned to be wary of the sodium intake from turnip and taro cakes.
Surprisingly high sodium content was also found in sweet sesame
cookies. In fact, in 100 grams serving, two sesame cookie samples
had the highest sodium content among samples in all categories.
Food high in energy is often linked to overweight and obesity.
Crispy triangle and sesame cookie samples were found to contain an
average of 540 kcal of energy per 100 grams, which was equivalent
to 2.3 bowls of rice.

The report advised consumers to shop around and compare their
nutrition labels for sugar, salt (sodium), fat and energy contents, and
be cautious in the volume to buy.

Children's Meals

The Council and the Centre for Food Safety jointly tested
children's meal sets served in 15 restaurant chains. Food
and beverage items popular among children including
burgers, chicken wings, ribs, fries, noodles, pasta,
rice, sushi, corn, pizza, cola, juice, milk, cake and
sundae were tested to compare the energy and
nutrient content of different children's meals against the
dietary recommended intakes or recommendations of the
Chinese Nutrition Society and WHO respectively.

The meal samples were found to be high in fat (including saturated
fat), sugar or sodium contents. In the worst cases, for children aged
between three and 11 years, they would have consumed, in a single
meal alone, in excess of their recommended daily intake of saturated
fat, sugar or sodium.
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On the basis of these findings, some of the children's meals were
clearly in need of reducing the fat, sugar or sodium contents. The
report advised parents to be wary of the presence of the high levels
of fat, sugar or sodium in such meals as it is detrimental to the health
of their children, especially when consumed frequently.

The report coincided with the theme of the World Consumer Rights
Day on 15 March 2015: ‘Consumer Rights to Healthy Food'. The
Consumers International called for a Global Convention to protect
and promote healthy diets.

Electrical Products

USB Power Supplies for Mobile Devices

The Council jointly with the Electrical and Mechanical
Services Department (EMSD) tested the safety of
20 USB power supplies with reference to the latest ‘
edition of international safety standard. The Council ;’
also supplemented tests on performance, energy e
efficiency and compatibility. Among these power
supplies, ten were associated with mobile phone
makers and ten supplied by other sources, including two
without any identification of the manufacturer.

Lesser-known brand power supplies are usually cheaper
and more versatile than those of the mobile-device brands,
but they were found to have safety issues. The two unbranded
samples failed the basic safety requirement of manufacturer
identification, which would be essential for the user to follow-up if
needed. Three samples were found unsatisfactory in the electric
strength test, while two samples were measured with severely
insufficient insulation distance. Other safety non-compliances were
found in the heating and resistance to heat tests. On compatibility,
non-mobile-phone branded models were found to be better than
mobile-device branded ones, in particular for charging up an Apple
iPad. Three models were found to exaggerate their own output
power. As users might have been attracted by such purported
specification offered at a lower price, the case had been referred to
the Customs and Excise Department for follow up.

Breadmakers

The Council conducted a test to evaluate the performance and safety
of 10 breadmakers in the market, with prices varying from HK$499 to
HK$2,380. Two models were found to fall short of the international
safety standards in terms of temperature rise or insulation distance. Test
results were forwarded to EMSD for follow up.

In the performance test, test results showed
that even though the same type of bread
was baked, the quality might vary for
different loaf sizes. Breadmakers were
generally energy efficient but varied
significantly in time efficiency. To make and
bake bread using the 500 grams programme
or a programme closest to 500 grams, it took
the models 168 minutes to 300 minutes, a difference
of two hours or more.
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Cosmetics And Personal Care

Slimming Claims of Vibration Platforms

The Council put under scrutiny the validity of marketing claims and
effectiveness of vibration platforms by a team of experts in the fields
of physiotherapy, sports science and orthopedics.

Suppliers of vibration platforms promoted the product as a home-
use exercise machine that could bring health benefits including
body weight reduction. Information was sought from the suppliers
to support their claims. In the opinion of the experts, on the basis of
the information supplied, the study found insufficient solid
evidence to support the claim that the use of vibration
platform alone could reduce body fat and body
weight.

Physiotherapists do use similar equipment
to perform vibration therapy on patient as it
helps improve muscle strength and balance
control. But such therapy needs to be prescribed
by physiotherapists in accordance with the client
type, vibration type, frequency and amplitude of vibration,
otherwise without a well-planned therapy protocol and suitable
exercise, the effect is minimal.

In the expert views, using vibration platforms to exercise the upper
limbs of the body might, in the long run, damage the nerve in the
upper limbs. Users should avoid sitting on the vibration platform to
prevent potential spinal injury. Knees should be kept slightly bent to
avoid transmitting the vibration to the head and causing discomfort.
Pregnant women, people implanted with pacemaker, and patients of
severe osteoporosis should not use vibration platforms.

Facial Tissues in Box and in Soft Packs

The Council tested 20 models including 13 in boxes and seven in
soft packs of facial tissues.

Labelling specifications such as size and number of sheets are
important for consumers to choose among products. Among the 13
box models, six were not labelled with the number
of sheets and most without length and width

of the paper. The other seven stated with

the number of sheets. However, only one

could match the stated number while
the rest were slightly less by 0.5% to 4%
according to the test on the samples
measured.

Among the seven soft pack models,
all were labelled with the number of
sheets but three had 2.2% to 4.3%
less sheets than stated.

Since the unit cost of tissues
varied significantly, the report urged
manufacturers of facial tissues to provide
better specification disclosure on the number
of plies and sheets, size and net weight.
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Anti-Wrinkle Face Creams

Product efficacy of skin care products is a matter of consumer
concern. The Council had joined forces with the ICRT in a global test
on 32 anti-wrinkle face creams. Of these, 11 were found available in
the Hong Kong market, with prices ranging from HK$24 to HK$214
per 10 ml (or grams). The best overall performer was the second

cheapest sample priced at HK$48 per ten
grams. And the cheapest sample worked
just as well as some of the more
expensive ones.

In the test conducted in Germany
| in winter time, each wrinkle
| cream sample was tested on

some 30 volunteers. Each

subject applied the test product
and a standard moisturiser (with
no wrinkle-reduction claim as a
control for comparison), one on
each side of the face, twice a day for a
period of four weeks.

The test confirmed that there was no miracle product sample
that could dramatically smooth out all facial wrinkles at the crow's
feet area (wrinkles around the outer corners of the eyes) after four
weeks of daily use. A good majority of the anti-wrinkle cream
samples in the test were found with similar performance as
the standard moisturiser. The report emphasised that
product effectiveness might vary with climate and
from individual to individual.

Baby Wipe Products

For convenience, many parents cleanse their

baby's bottom, face or hands with baby wipes.

The Council’s study on baby wipes suggested
preservatives in these products might cause harm to
the sensitive skin of babies.

By examining the ingredients on the product labels or
information provided by the suppliers, nine out of 44 models
were found to contain the preservative MIT(methylisothiazolinone),
which may lead to severe rash for some babies and young children.

Aside from preservatives, fragrances, fragrance allergens and
lanolin were other common allergens in baby wipe products. If rash
develops on the face, buttock and other areas after using a baby
wipe, and if the adverse reaction resolves after stopping the use
of the product, the skin reaction might be related to the use of the
baby wipe.

The report also compared the cost of baby wipes and found that
each piece might cost HK$0.18 to as much as HK$1.92, meaning
reducing their use might also save a lot of money.

The report advised parents to use plain water with cotton wool for
daily cleansing of baby's bottom and to consider baby wipe product
only in a situation where water could not be obtained.
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Household Products

Emulsion Paints

The Council tested ten models of water-based emulsion paints
to enhance public awareness of the problems of Volatile Organic
Compounds (VOCs) and indoor air quality.

VOCs are a common source of indoor air pollution and long-
term exposure to elevated levels of VOCs may cause respiratory
diseases and even nerve problems. The test found all models to
be within the maximum limit of 50 gram per litre stipulated under

the Air Pollution Control (Volatile Organic
Compounds) Regulation, with variation
ranging from under ten gram per litre to

25 gram per litre.

Small amounts of lead (20 ppm to 38
ppm) were detected in four models
of different colours. Minute amount of
arsenic (2.1 ppm to 2.5 ppm) was detected
in one model of different colours. Young
children are particularly susceptible to lead
poisoning which may adversely affect the child’s
healthy growth and mental development. Long-term exposure to
elevated concentrations of arsenic may increase the risk of skin
cancer, bladder cancer or heart disease. However, the contents
of the two heavy metals were in compliance with current eco-
labelling scheme requirements.

The test also assessed their durability including performance on
impact (resistance to impact by a falling object onto a paint film),
cross-hatch cutting (adhesion to substrate), scrub resistance and
mould resistance.

Children’s Products
Child Car Seats

The Council joined forces with the ICRT in a test report on 11 models
of child car seats available in the Hong Kong market. In the test,
each sample installed with a child dummy on a real car chassis was
subjected to stringent frontal and side impact tests. Results of the
frontal impact tests indicated that most samples performed well
when installed in rearward-facing position. In the side impact tests,
the performance of five samples scored a high rating. Two samples,
however, were less satisfactory.

The samples were also assessed for their safety design such as
the belt design and adjustment for children of different sizes. One
sample was found to have a good safety design when used for larger
children; but when used for a newborn baby, the belt could not be
adjusted tightly to properly fit the baby's body, thus that sample was
given only a relatively low score.

Furthermore, the test detected the presence of traces of a number
of hazardous substances in some samples that are potentially
harmful to the health of a child or the environment. The substances
concerned were formaldehyde, flame retardants and Polycyclic
Aromatic Hydrocarbons (PAHs).
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International Comparative Tests

During 2014-15, the Consumer Council joined forces with consumer
associations in other jurisdictions and stepped up the collaboration
with the ICRT to conduct international comparative tests involving:

® Audio-visual and optical products covering mini/micro Hi-Fi
systems, video projectors, wireless loudspeakers, home theatre
speakers, stereo headsets, compact cameras, interchangeable
lens cameras and camcorders

e Computer and telecommunications products comprising internet
security software, cloud storage services, smartphones, printers
and tablet PCs

® Automobile, road vehicles, and related products including child
car seats, bicycle helmets, cars (comprehensive testing) and car
crash safety

® Household, personal and travel products such as espresso coffee
makers, chef’s knifes, baby strollers and anti-wrinkle day creams

® Sports products including footballs and fitness tracker wristbands

Of the tests conducted, reports concerning anti-wrinkle day
creams and baby strollers turned out to be the most popular topics
among CHOICE magazine readers. The test results concerning
cameras, meanwhile, were viewed by a significant number of
browsers of the Council’'s Shopsmart website dedicated to visitors
from Mainland China.

International comparative tests not only help save resources, but
many of the tests also offer useful and practical purchase advice to
consumers, particularly for more expensive products.
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PROMOTING SUSTAINABLE C
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The Council promotes and supports sustainable consumption through

comparative product testing and dissemination of information which enables

consumers to make environmentally friendly choices, while also encouraging
consumers to help conservation of natural resources and reducing waste.
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Topical Issues on Sustainable Consumption

Over the years, the Council has looked into a number of topics
and issues in relation to sustainable consumption and conducted
comparative product testing, in which environmental parameters
such as energy efficiency, recyclability of products and packaging
materials, durability and emissions of volatile organic compounds
are often incorporated with a view to informing consumers about the
impacts of consumption on health and the environment. The Council
also sends submissions to the Government to support initiatives in
enacting legislations for environmental protection.

Electric Cars Shine in Test Performance

The Council published a report on 39 models of private
vehicles tested by the International Consumer //
Research & Testing (ICRT) in Europe, covering 25
petrol cars, six hybrid cars, five electric cars and |
three diesel cars. I

Overall ratings were based on safety,
environmental performance (energy
efficiency, emission of CO, and other
pollutants), ease of use, engine
and power-train performance, road
behaviour and comfort.

Among the models, the five electric cars generally performed well in
overall rating within their own category; they were at the top of the
overall rating in both the supermini and small family car categories.

The test report reinforced consumer confidence in the wider use
of electric vehicles to help improve roadside air quality and reduce
greenhouse gas emissions.

USB Power Chargers Vary in Performance

The introduction of USB as the general power supply specification
for small electronic and electrical devices can help reduce possible
wastage of stocking different power supplies with different power
connection designs.
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In the Council’s test on USB power supplies, energy efficiency
measurements were conducted with reference to the current
European Commission Code of Conduct (the Code). In general, no
load energy consumption (when the charger is on standby mode)
and average energy efficiency, measured and deduced from the test
data, were deemed satisfactory.

However, as the Code is due to be tightened in 2016, only a minority
of the tested samples would meet the updated requirements.
Hence, there would be room for improvement in energy efficiency
and consumption for these products.

In order to save energy, the report recommended users to switch off
or unplug the power supply after use.

Corporate Social Responsibility of Tablet PC Brands

The Council joined the ICRT's global survey on
. Corporate Social Responsibility (CSR) of the tablet
__ personal computer industry, and evaluated
the performance of the individual brands
in addressing CSR issues. Consumers are
encouraged to purchase products from brands
which perform well to protect labour rights and
the environment.

The survey indicated that the top performer had adequate supply
chain policies on ethical, labour and mineral sourcing requirements
and strong measures to improve product lifetime.

Making good use of the Government’s recycling programme for
used desk, portable and tablet computers could help alleviate
the environmental impact created by the disposal of electronics.
Nevertheless, the report recommended that consumers should always
consider repairing to prolong the life of their computers before disposal
so as to reduce waste.

In this aspect, the Council found that some brands did not provide
battery repair/replacement services in Hong Kong, which might
shorten the product life of their tablets.

Recycling of Consumables and
Collaborative Consumption

The Council conducted an overview of the
landscape in the recycling field, and the
findings were both informative and encouraging.

Used clothes were the most common
consumables to be recycled in an organised
system in Hong Kong. The recycled clothes
were donated to people in need not only locally
but also abroad to refugees or those of natural
calamities in Southeast Asian countries. Those
with lower quality would be recycled to make raw
materials or new products.

The study also found that the growing recycling of
used clothes had spawned an emerging collaborative

consumption market for second-hand apparel and fashion.

The Council cautioned that legislative measures might need to
be reviewed to regulate these new economic activities to strike a
balance between the interests of all stakeholders concerned.
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COLLECTING MARKET INFORMATION ON

GOODS AND SERVICES
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The Council collects and analyses market
information concerning services and trades that impact on the
everyday life of consumers, enabling consumers to compare and spend
wisely. Information and opinions are tracked on a regular and systematic basis in
order to monitor long-term trends and identify any issues of concern.
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Topics of Market Surveillance

During the year, market surveillance was carried out on a wide range
of market sectors and commodities, including supermarket prices,
supermarket price labelling, laundry services, textbook prices and
travel related services. Consumers were informed of the choices
available and quality of the services provided’.

Groceries

Annual Supermarket Price Survey

In the year under review, the Council continued its annual
supermarket price survey on scan data of a basket of 200 top-
selling items of commodities sold in three major supermarket chains.
Compared with 2012, the aggregate average price of the basket
increased by 0.9% in 2013. Among the 12 categories of products,
eight recorded an upward trend with aggregate average increases
ranging from 0.04% to 6.8%. Prepacked bread/cake and dairy
products/eggs recorded the most significant increases of 6.8% and
4.6% respectively, exceeding the 2013 Composite Consumer Price
Index of 4.3%. Prices for the four remaining categories were down,
ranging from -0.1% to -1.2%.

In the sub-categories, analysis showed more than half (25 out of 42)
increased in price from 0.4% to 11%; the one product group with
double-digit increase was prepacked cake (11%). Other product
groups with notable price increases were cheese (7.5%), ice cream
(6.9%), juice/juice drinks (6.2%), yoghurt/yoghurt drinks (6.2%). On the
other hand, 16 product groups were down in average price from 0.1%
to 4.5%, notably, infant diapers (-4.5%), soya drinks (-3.8%), beer (-3.6%),
shampoo (-3.5%), children and adult milk powder (-3.2%). Prepacked
soup was the only product group remained unchanged in price.
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Supermarket Price Labelling

The Council study revealed that the problem
of displayed prices on the shelves at variance with
scanned prices at the checkout was not uncommon.
In a total of 21 purchases on 252 discounted
items from five supermarket chain outlets, price
variance was detected in nearly 60% of these
transactions. In the majority of those cases,
they were found to charge more, ranging from
HK$0.4 to HK$9.1, or 4.2% to as high as 90%.
Such price discrepancy was often unknown to
the consumers, could seriously undermine the
consumers’ right to an informed choice.

Price discount is a frequent tactic deployed by supermarkets to promote
sales. An examination of price tags of major chains revealed a common
price labelling practice known as ‘strike through price’ — a strike through
line to cross out the higher price on the price tag without specification
of what it is. Such price labelling practice was unclear and confusing
to consumers who could only assume that the higher price was the
original price prior to discount. The Council further examined the price
tags of 12 specific items in three retail outlets for 31 consecutive days. It
discovered that one retail outlet did not sell any survey items at the ‘strike
through price’ within the month.

Supermarket Price Watch

The Council has been collecting and displaying daily prices of
products from five on-line food stores/supermarkets. The efficiency
of the Council's Supermarket Price Watch website has been
enhanced allowing the number of items monitored by the website to
be raised from about 1,650 in February 2014 to about 1,850 in March
2015. New categories like bread flour, pet food and frozen seafood
were added. The monthly average number of page views of the
website was more than 147,000, representing a threefold increase
since its launch in 2008.

Laundry Services

Laundry Services and Clothing Care Labelling

Some 300 complaints on laundry services were brought to the
Council each year for resolution. The laundry care industry attributed
disputes largely to incorrect or misleading care labels on garments.
A study was conducted on the common practices of local laundry
services and regulations overseas on care labelling.

A majority of the laundry shops solely provide customer service
and subcontract orders to laundry factories. Laundry shops broadly
define their services as dry cleaning, wet cleaning, and wash-n-fold
on the price list. However limited information is given as to what
exactly would be provided under each service. The laundry factory
screens each fabric and exercises its discretion on the mode of
cleaning service. Under the current practice, unnecessary disputes
may arise if the factory makes its own judgement to provide service
which deviates from what the customer has explicitly requested.

The Council suggested that some form of regulation on care
labelling, with reference to successful overseas experiences be
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considered. A mandatory care labelling standard was shown to be
effective in informing consumers and launderers of appropriate
cleaning methods applied to garments, thus extending the useful
life of a product, allowing a consumer to be fully informed about the
potential maintenance costs at the time of purchase, and keeping
down the level of consumer complaints related to garment care.

Textbooks
Textbook Price Survey

For many years, the Council has been conducting textbook price
survey. The result has been useful reference for stakeholders. The
average increase in textbook prices was 3.7% in 2014. It was lower
than the rate of increase of the composite Consumer Price Index (CPI)
of 4.4% (for the 12 months ended May 2014 over the corresponding
period of last year).

Out of the 586 commonly used textbooks surveyed, 568 had their
prices increased from 0.5% to 5.6%; 18 remained unchanged;
while none recorded price decrease. By subject, senior secondary
Chemistry, senior secondary Combined Science and junior
secondary Geography were among the top 10% textbooks at the
high end of price increase.

The same average price increase of 3.7% was recorded for both
primary and secondary school textbooks. The former rose 0.5% while
the latter dropped 0.1% from the previous year.

Textbook Expenditure Survey

The Council recorded an average increase of 0.6% compared with the
previous year on textbook expenditure, after surveying 51 secondary
schools across Hong Kong. The expenditure amounted to an average
of HK$2,405 for secondary students. Textbook expenditure for the
primary sector based on 54 primary schools surveyed rose 3.2% on
average, amounting to an average sum of HK$2,385 this year.

The survey was conducted with the help of the Education Bureau.
It showed that the rise in textbook expenditures in both primary
and secondary sectors was lower than the latest composite CPI of
4.1% in Hong Kong. The moderate increase in secondary textbook
expenditure was attributed to the fact that the number of required
textbooks was reduced because the number of electives which
students have to take dropped from three to two as indicated by
most secondary schools in the survey; the use of learning materials
prepared by schools became more common this year; the discount
offered by bookstores remained largely unchanged at 5% for the
secondary sector. For the primary sector, the discount offered in
many cases was reduced by 1% to 5%.

Textbook Revision Survey

A revised textbook will make the one in use obsolete necessitating
the purchase of the new revised edition, adding to the already
heavy burden of parents on textbook spending. On this premise,
the Council conducts the Textbook Revision Survey annually by
enlisting the support of professional education experts as panelists
to examine whether editorial changes made (including changes in
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content, sequence of chapters, and layout and design) as found in
the sampled revised textbooks are necessary for effective teaching
and learning.

The survey this year covered five sets of 13 volumes of senior
secondary class textbooks comprising Liberal Studies, Chinese
History, Chemistry and Business, Accounting and Financial Studies.
Survey result showed that out of the 13 volumes, only one volume
was judged to be necessary for revision, the proportion was the
lowest in five years. The remainders were, however, not considered
totally warranted in their revision.

Travel Services

Package Tour Consumer Experience

The Council collected opinions of 2,514 tour members upon their
return to the Hong Kong International Airport from package
tours abroad during the Chinese New Year. A similar survey was
conducted ten years ago. Overall, the quality of service remained
rather stable over the ten year period between 2004 and 2014, with
slight improvement in some areas. In particular, the incidence of tour
cancellation or change requiring tour members to switch to other
tours or change the departure date on the grounds of purportedly
insufficient enrolment or unavailability of plane seats had declined
from 5% to 3%. Also, fewer respondents (from 0.9% to 0.5%) reported
the demand for additional fees and charges by the tour operators
after payment of tour prices in part or in full.

Nearly 70% of the respondents duly paid the exact amount of service
charge recommended by the travel agents. 75% of them considered
the amount to be reasonable, while 7% of them thought otherwise.
They resented the compulsory nature as well as the high level of
charge set for tipping without regard to the quality of service of tour
escorts and guides. Other areas of unfavourable comments from
tour respondents included the time spent on shopping activities
being alleged as too much; optional programmes at additional fees
arranged during the tour; and meals lacking in variety, quantity and
quality.

The Council opined that travel agents should draw attention of tour
members to the voluntary nature of service charge which was set
at the upper limit and as a recommendation for reference only. It
should be up to the consumers to decide whether or not to tip or
how much to tip. Such practice would encourage an improvement in
the standard of service.
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Budget Airline Services

The growth in budget airline
services in recent years brought with
it an upsurge of consumer complaints
to the Council. Top on the list of
consumer dissatisfaction concerned price

disputes. Equally significant was the level of
consumer dissatisfaction concerning flight delay, cancellation and
service quality.

To enhance consumer awareness, the Council conducted a market
survey on the Hong Kong Low Cost Carrier (LCC) industry focusing
on airline service charge and liability based on ten LCCs which
together share around 90% of the total passenger traffic in the Hong
Kong LCC market. Result of the study showed that the business
proposition between LCCs and the traditional full service carriers
(FSCs) are vastly different in nature as LCCs adopt a service-by-item
pricing approach. Unlike FSCs, a LCC ticket covers only the flight
and carry-on baggage service. Other services such as checked-in
baggage and in-flight services including food and beverages and
entertainment facilities are deemed to be paid items.

In the event of flight delay, cancellation, damaged or missing
baggage, the Montreal Convention stipulates that under non-
extraordinary circumstances (such as technical faults) which are
within airline’s control, air carriers have the obligation to compensate
or render assistance to passengers. Although the findings showed
that while most LCCs were in compliance they had satisfied only the
minimum requirements under the international conventions.

Noting the distinct expectation gaps between the service level
of the LCCs and the demand from consumers, practical tips were
offered to consumers to consider before placing their orders. The
Council also urged the industry to improve their quality of customer
service and communication with passengers especially in changing
flight schedules.
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FOSTERING COMPETITION
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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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ADVANCING LEGAL PROTECTION FOR CONSUMEli S
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The Council advances legal protection for consumers by submitting views
to the Government and other relevant bodies regarding legal developments,
regulatory regimes and codes that may affect the position and welfare of
consumers. Consumers are better protected if their rights are stipulated in

law or codes of practice.
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Submissions on Legal Protection

During the year, the Council made five submissions
from the perspective of consumer legal protection
on matters relating to third parties’ rights under
contract law, land titles system, private columbaria
and stored value facilities. The Council also
commented on the draft code of practice for holder

of wholesale poisons licence and draft code of conduct

for holder of certificate of registration as an importer and
exporter of pharmaceutical products.

Submission on the Contracts (Rights of Third Parties) Bill

Under the Bill, a third party will only be entitled to enforce a benefit
conferred on him under a contract in very limited circumstances.
In most of the consumer transactions, it is likely that the intention
to confer benefit on a third party may not be manifested and the
intended beneficiary may not be identified in the contracts.

The Council proposed that the two-limb test of enforceability
provided in s.4 of the Bill should be relaxed specifically for consumer
third party to the effect that a consumer third party may enforce a
contract when he justifiably and reasonably relies on it or when it
actually confers a benefit on him.

Consultation on Draft Code of Practice for Holder of
Wholesale Poisons Licence and Draft Code of Practice
for Holder of Certificate of Registration as an Importer
and Exporter of Pharmaceutical Products

In a submission to the Department of Health, the Council was
supportive of the objectives of the Draft Codes to improve the
standards for distribution activities of pharmaceutical products
and ultimately enhance the safety and reliability of pharmaceutical
products.
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To better achieve the objectives, the Council
submitted that the Draft Codes should offer
concrete measures to be taken by the
licence or certificate holders to prevent
contamination of pharmaceutical products /|
and mixing up of different products. The ||
Council also suggested that the licence or
certificate holders should provide guidance
and instructions on proper storage of
pharmaceutical products through the product
label, package and written instructions,
enabling consumers to properly store and use the
pharmaceuticals. In addition, the Council called for
a prudent review by the licence or certificate holders
before destruction of any records. The Pharmacy and
Poisons Board is also urged to consider whether a longer period of
time for keeping records and documentation should be imposed to
cater for pharmaceuticals with product life span of over two years.

Latest Proposal for the Implementation of the Land
Titles Ordinance - Rectification and Indemnity Issues &
Indeterminate Ownership Registers

In response to the Land Registry’s latest proposal regarding
the implementation of the Land Titles Ordinance, the Council
reiterated the importance of ensuring that the public have correct
understanding of all key features, application and implementation of
the Ordinance, such as the scope, applicability and limitation of the
Indemnity Fund.

The Council acknowledged that screening of registers for each
existing property to identify indeterminate ownership cases for
the purpose of implementing the proposed Two-stage Conversion
Mechanism would be both important and challenging. The
Council suggested that all existing properties should undergo
primary conversion at the same time after completion of the entire
screening process in order to enhance clarity and certainty to the
general public. Further and concurrently, title registration can
be implemented on new land as the problem of indeterminate
ownership would not arise in the case of new land, enabling the
public to enjoy the benefit of the new title registration system earlier.

Submission on Private Columbaria Bill

The Council supported the proposed establishment of a licensing
regime to regulate private columbaria and introduction of detailed
requirements on their operation, sale of interment rights and
ash disposal procedure. At the same time, we also raised various
concerns on the potential risks to consumers in purchasing the right
to inter ashes in private columbaria.

In particular, the Council called for a mandatory cooling-off period
of 21 working days in contracts of sale of interment rights in view of
the long-term commitment and high contract value usually involved.
To deter misleading sale tactics of unscrupulous sales agents for
interment rights, the Council suggested that licensed columbaria
operators should be obligated to take reasonable care and diligence
to ensure that their agents comply with all the applicable law and act
in a fair and honest manner. The Council further proposed a ban on
services bundling and called on the Bills Committee to consider the
establishment of a compensation fund.
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Submission on Clearing and Settlement Systems 2015 E i E R RINRIRUEENIRHIE R

(Amendment) Bill 2015 SERE

The Council submitted its views to the Bills Committee of the AenAEEAEESNER(EBSVFER ML

Legislative Council on the issues relating to stored value facilities e RREe B R AeR EEBIETE
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for an expansion of the scope of the regulatory ; ) s
framework to include single-purpose SVF e BSVE fEMBRBE B G 2HRE -

involving substantial amounts of money, for
enhancement of consumer protection. - AETREZE SVFRITANER
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The Council also submitted that the
licensing criteria and conditions for SVF
issuers should ensure a sufficient level

of consumer protection and fairness
in the contract between the SVF
issuers and the SVF users. In particular,
users should be able to redeem the
outstanding stored value without unfair
barriers and gain access to their payment/
transaction records in a cost efficient manner.




DISSEMINATING CONSUMER INFORMATION
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The Council informs and guides consumers
about their rights through the communication of information by
means of a diversity of media tools and channels. Effective information
dissemination will not only empower consumers to be vigilant against
undesirable trade practices and alert to unsafe goods and substandard services, but also
enable them to make wise choices and act responsibly.
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Promoting Consumer Welfare through
Anniversary Commemorative Activities

During the year, the Council launched a series of publicity activities
commemorating its 40" anniversary of service to promote consumer
welfare. The activities were organised to fully reflect the ever
readiness of the Council to move forward with the consumer public
and explore new dimension of consumer protection.

40" Anniversary Cocktail Reception

The commemoration of the 40" Anniversary
was officially kicked off with a cocktail
reception held on 7 April. With the
Chief Executive Mr LEUNG Chun-
ying as the Guest of Honour and

with the presence of nearly 500
distinguished guests including
high-ranking officials, business
representatives, former Council
Chairpersons and Chief
Executives, delegates of
consumer bodies from Macau,
Mainland China and Taipei, the
occasion was a rare show of
support bearing witness to four
decades of successful endeavours
in consumer betterment.

A highlight of the event was a speech delivered

by the Council’s Chairman Prof. WONG Yuk-shan

under the anniversary theme Enlighten-Collaborate-Innovate during
which he shared and reviewed with the audience the 40 years of
dedicated work and achievement of the Council together with the
future directions in consumer protection.
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Chief Executive Mr LEUNG Chun-ying happily
receiving a reproduction front cover of CHOICE
magazine featuring him as the cover celebrity in
1987 as a souvenir gift.
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Cross-strait Symposium on Consumer Protection

The first-ever cross-strait symposium on consumer protection,
organised by the Council in association with the Macao SAR
Government Consumer Council, was held from 7 to 9 April
consecutively in Hong Kong and Macau. The three-day symposium
entitled Opportunity and Challenge on Consumer Protection
offered a valuable opportunity for consumer leaders and advocates
from Hong Kong, Macau, Mainland China and Taipei, to meet and
exchange experience and views on topics regarding consumer
legal protection, online purchase, privacy protection and consumer
education for the new generation of consumers.

The symposium was one of the key events to mark the Council’s 40"
Anniversary. It drew an assembly of some 100 delegates, and also
attracted wide media attention. A total of 23 local reporters and six
reporters from the Mainland attended the event.

Metropolitan Consumers TV Features I‘ .

The Council also launched a series of special TV
features entitled Metropolitan Consumers as one
of the major commemorative activities for the
40" Anniversary. Sponsored by the Council and
produced by Radio Television Hong Kong

(RTHK), the series explored issues relating

to consumer protection based on daily life
cases, and the Council's years of research
and studies and relevant legislation. I

The TV features comprised five episodes ||
covering topics of consumption in the areas

of clothing, food, housing, transportation
and beauty. The audience were reminded
of oversights on the part of consumers
commonly found in making transactions and the
importance of establishing good spending habits.

It also aimed to convey the messages about a new 4‘& i

and trendy way of spending based on the principle Bl"
of rational spending and sustainable consumption.

Metropolitan Consumers was broadcast on TVB Jade, RTHK TV
31 and the RTHK website for five consecutive Tuesdays starting in
November. In addition, Phoenix Satellite Television later acquired
the broadcasting right from RTHK and the programme was shown to
audience in Mainland China.

s CHOICE Magazine

. The Council's monthly magazine,
. CHOICE, is widely recognised as
an independent and impartial
platform for consumers to
| access credible, reliable and
| useful information and advice on
all matters of interest to them.
It features the latest reports on
tests, surveys and indepth studies
on a wide range of consumer goods
and services.
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To uphold the principles of independence and impartiality in
evaluating consumer goods and services, the Council does not
accept any offer of advertisement to be published in or donation for
CHOICE.

The print edition of CHOICE is available through both subscription
and sales via retail outlets including newsstands, convenience
stores, supermarkets and bookshops across the territory. The overall
combined sales averaged 20,982 copies per issue in 2014-15, split
evenly between subscription and retail sales. Over 62,000 downloads
of online reports and articles were recorded during the year under
review, which represented an 11% increase compared with the
previous year.

The July i