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Fostering Competition and
A Fair Marketplace

Overseas Education Advisory Services

Since many Hong Kong students study overseas, the Council
undertook an in-depth study titled “Are Students Protected? An In-
depth Look into Overseas Education Advisory Services”. The study
adopted various research methods, including consumer surveys,
trade surveys, interviews with key stakeholders, and mystery
shopping visits.

The study found that there were discrepancies between promises
and reality, between expectations and actual experience at different
points in the students’ quest for information on overseas education.
The Council concluded that the Government, together with the
industry, should take an active role in fostering a better and more
transparent marketplace in Hong Kong for overseas
education advisory services for the betterment of the
next generation.

The Council recommended that the code of conduct
issued by the Hong Kong International Education
Consultants’ Association be strengthened to cover
the following areas: ethical standards and good
industry practices; consumer protection; disclosure
of representation and the receipt of rewards for
making referrals; the qualifications of consultants;
professional training requirements; advice on
the safety of the proposed destination; the use
of service contracts; and a redress mechanism
for dispute resolution. As for the Government,
the Council recommended that it could play a
leading role in helping the industry improve its. _
code of conduct and equip its members with
the right Ieyel—of’I{nﬂowledge and expertise to
deliver quality services.
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The Council acts as a staunch advocate of
a fair marketplace for consumers and traders

by advising the Government and the business

: community on fair competition and trade practices
) based on its in-depth studies of different sectors. It also
] participates actively in the Government and industry
' consultations, and submits its views from a consumer
perspective on a diverse range of issues and concerns.
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Global Financial Innovation Network 2Tk ERBIFT A

The Council welcomed the proposal of 12 financial regulators and AReFHmitRARZ 12X E SRR KRE
related organisations around the world, including the Hong Kong (BEEESREER) BEL TN 2R
Monetary Authority, to establish the Global Financial Innovation BIHHBLE | o

Network (GFIN).
MRUN"2HRSRMAFREG, RBARRT

The establishment of the-GFINto~ - - - - R et b o ) RN
provide a forum for joint policy T ¥ FERNEER R ERE e mf—'ﬁﬁﬁkﬁiaﬁﬁ
“work and regulatory trials, and to € \ ) BREBHRNERER
facilitate cross-border firm trials £ 'I"“ B #E ‘ BEHHEENERR
that would lead to an overall ll" 5 | FE B T 2 R =K
improved level of service, experience = o K@ AR A B

and supplier integrity for consumers.
The Council also supported the

- BHERERERNE
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development of a best practice guide B A T RIS A
for regulators, and the involvement 918 E’\J;ﬁﬂfﬁ’lﬁﬁﬁaﬁ

e asEEANG T
: A AR

joint work of multiple regulators, E%jﬂﬁgi%ﬁgig
and the publication of findings e A .
JTe :

from cross-border trials and market
studies on common areas of interest.

BRYRTREHE—EE

In addition to offering the industry a more accessible, well-framed FE - BERENTERFEEMTHERN AT
platform to develop and market products, the Council concluded Ra—EENEEEEEBENMEtENEN
that an effective mechanism to communicate with consumers, BN AP RN B SRS HE DEMIERS N
such as through the interface with consumer bodies, was also WERAF TR ANEERHESENED.

necessary to keep them informed of the latest financial innovation
solutions in order to provide appropriate advice to consumers.
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Draft Guidelines and Rules by the Insurance
Authority

In preparation for taking over the full regulation of insurance
intermediaries in mid-2019, the newly established insurance regulator,
the Insurance Authority (IA), published a number of draft guidelines and
rules in 2018-19 for public consultation. The Council’s response to these
consultations were summarised as follows:

Draft Guidelines on the (1) Fit and Proper Criteria
for Licensed Insurance Intermediaries under the
Insurance Ordinance; and (2) Continuing Professional
Development for Licensed Insurance Intermediaries

The Council supported the IA’s new requirements of raising the
minimum education standard of individual licensees so that they acquire
adequate language proficiency, as well as knowledge and skills in data
analysis, and that responsible officers, given their greater accountability
in an insurance agency, should possess a bachelor’s or higher degree.
The Council pointed out that responsible officers should also take note
of consumer protection-related laws and that the qualitative aspects
of their role, and the breadth and depth of managing subordinates and
running an office should also form part of the assessment criteria in
evaluating the suitability of the responsible officers.

With regard to the professional competence requirements for firms, the
Council was of the view that a proper understanding of consumer rights
and an effective resolution mechanism for settling consumer disputes
were important requirements. The Council recommended that firms
should have in place an effective resolution mechanism and provide
appropriate internal training and assessment, monitor and assure their
compliance with the requirements, and maintain proper records to
discharge their required responsibility.

The Council also recommended that the minimum Continuing
Professional Development (CPD) hours of individual licensees be raised
from 20 hours per year for the first 2 years to 30 hours per year, and that
the CPD hours required for technical representatives (agents) engaged in
restricted scope travel business should also be increased gradually from
3 hours to 9 hours per year. A review on the CPD was also suggested to
align with the international requirements and keep up with consumer
needs and market developments.

Draft Guideline on Exercising Power to Impose a
Pecuniary Penalty in Respect of Regulated Persons
under the Insurance Ordinance

The Council in general supported the draft guideline that sets out the
considerations the IA would take into account when exercising its power
to impose a pecuniary penalty in the event that a regulated person was

found guilty of misconduct or judged not fit and proper to carry out the
relevant responsibilities.
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The Council considered that consumer interests should be expressly
covered, and in cases where misconduct was serious or a detriment
to the interests of policyholders, a higher level of fine was expected.
To promote good practices in the industry and to effectively stop
misconduct of the regulated person, the Council recommended that
penalties should be set to serve an effective deterrent effect, especially
when it could have a critical effect on consumers, instead of emphasising
the financial status of the regulated person.

In determining the level of fine, the Council recommended that the IA
should consider the size of the organisation as well as the previous local
and overseas disciplinary records and compliance history of the person
in Hong Kong and overseas markets. The Council also considered it
important for the IA to publicise its decisions to impose a pecuniary
penalty on regulated persons who contravene the conduct rules to
prevent further misconduct and violations of the Insurance Ordinance.

Draft Insurance (Maximum Number of Authorised
Insurers) Rules

The Council was concerned about whether the arrangements about
the maximum number of authorised insurers that might appoint
an insurance agent or agency would have any likely exclusory
effect whereby agents (subagents) or agencies were required to
act solely for particular principal(s), which would reduce consumer
choices and reduce competition.
IA should examine the extent of exclusive dealing between agents/
agencies and principals in the market. -~ ’

The Council also pointed out that information transparency was
crucial for consumers to make informed choices. In cases where
agents represent more-than one principal, it would be necessary
for the agents to declare their representation at the beginning as
to all principals they were involved with, and the possible conflict
of interest’ when making a recommendation to prospective or
existing pollcyholders The Council suggested adding in the draft
rules the stipulation that licensed individual insurance agents
or licensed insurance agencies that act for principals should be
required to provide adequate and clear information about their
identities before making any recommendations to potential
policyholders. The Council also considered the IA supervision
necessary,/ to improve the quality of information disclosure in the
interests of consumers.

Other ('f)onsultétions

The Council also provided its initial views on the IA’s soft
consultations concerning the draft guidelines on financial needs
analysis (FNA), a cooling-off period, benefit illustrations for long-
term insur\t\ancg/policies and medical insurance policies.
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Regarding the IA’s draft guideline on financial needs analysis, the
Council concluded that the IA’s proposed FNA form would facilitate
proper assessment of the financial circumstances of consumers
before giving any recommendations of insurance products or advice.
The Council recommended that a declaration be included in the
FNA template to remind potential policyholders to confirm whether
the information in the form was completed by a licensed insurance
intermediary on their behalf. The Council recommended that
separate assessments be conducted for insurance and investment so
that authorised insurers or licensed insurance intermediaries would
have a clear understanding of the consumers’ respective needs to
make appropriate recommendations. The Council also recommended
that a post-sale confirmation call to consumers to clearly explain any
mismatches during the cooling-off period be made compulsory and
well in advance of the expiry of the cooling-off period.

As for the cooling-off period, the Council supported the proposed
guideline for facilitating the execution of the cooling-off period.
However, it was suggested that there should be a clear guidance
from the IA about the changes or alterations in the terms and
conditions should re-contracting be required, the authorised insurer
should not vary the terms unilaterally, and a cooling-off period be
applied. The Council also recommended that a standard form be
provided to consumers acknowledging their request for cancellation
of the policy and that consumers be able to submit the form via mail
or electronic channels.

The Council suggested that the cooling-off period be 21 days or
more, immediately following the day when the policy begins or when
the policyholder or representative of the policyholder receives the
relevant life insurance policy, whichever was later, to ensure that
policyholders had sufficient time to consider and check the terms of
their insurance policy.

The Council provided its views on the IA’s draft guideline on benefit
illustrations, which set out the minimum requirements for point-of-
sales illustrations and in-force re-projection illustrations for long-
term insurance policies with cash value. To avoid consumer disputes
or misunderstandings arising from faulty or unrealistic performance
expectations, the Council was of the view that premium payments
should not be represented in any way that they would not be
required after a certain time period of the policy to maintain the
illustrated benefits, unless that was the fact.

The Council also recommended that there should be a statement
requiring an authorised insurer or insurance intermediary to confirm
and sign that the illustration had been presented, along with an
explanation. For policies that were sold through non-face-to-face
channels, it was suggested that the illustration document be available
in a downloadable format or sent to the customer for record keeping.
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The Council recommended setting up an online, in-force policy
re-projection system to help policyholders keep track of policy
performance. The Council suggested that the IA devise viable measures
to scrutinise the appointed actuary’s compliance to ensure the accuracy
of the calculations and the preparation of the illustration.

With regard to the draft guideline on medical insurance policies,
the Council suggested that the information related to changes in
the premium level and the right of the insurer, if any, to revise policy
documents at renewal, be provided to consumers to enable them to
make informed decisions. To help consumers better understand the
terms and conditions of the policy contracts before signing, the Council
recommended that a digital or printed sample policy contract of the
respective insurance product be provided to consumers.

In respect of claims handling, the Council recommended that the
guideline stress the insurers’ duty of good faith when dealing with
claims and that clear explanations about claim results be provided to
policyholders. As for enhancements imposed by insurers at renewal, the
Council suggested that insurers provide policyholders with an option to
renew policies with the same coverage.

Proposed Licensing Regime for Property
Management Companies (PMCs) and Property
Management Practitioners (PMPs)

With regard to the exceptions to the prohibition of unlicensed
activities of the Property Management Services Ordinance
(PMSQ), the Council suggested the Property Management
Services Authority (PMSA) to seek alternative ways of monitoring
and assessing the quality standard and capability of providing
professional property management services of the exempted
properties. The Council also suggested that the PMCs should be
required to reveal the complaints received anonymously for the
information of the residents and issue timely reports to the PMSA.

Regarding the licensing of PMCs and PMPs, the Council suggested
that the PMSA should strengthen the licensing criteria, such as the
requirement of minimum working capital of PMCs, the requirement
of at least 6 years of related work experience in management in at
least 2 large-scale residential properties of licensed PMPs (Tier 1),
and at least 3 years of related work experience as a licensed PMP
(Tier 2). To ensure high-quality professional services were provided
by PMPs in managing or supervising the services, the Council also
suggested that the PMSA should impose regulatory oversight and
undertake further assessment of the experience of provisional PMPs.
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The Council further recommended that the notification period to the
PMSA be shortened to 7 working days, and that electronic channels be
used, particularly in cases when there was cessation of the operation
of a licensed PMC or termination of a licensed PMP’s engagement. As
for financial information, the Council suggested that the PMSA should
prescribe some standard forms with explanations and definitions
to ensure the submissions and reporting were standardised and
comparable among different service providers.

For better consumer protection, the Council suggested that the PMSA
should regularly collect the opinions of owner organisations and owners/
residents of property management services and fees.

Proposed Pharmaceutical Sales Survey of the
Hong Kong Association of the Pharmaceutical
Industry (HKAPI)

The Council provided its views to the Competition Commission
(the Commission) concerning the application from the HKAPI to the
Commission for a decision under Section 9 of the Competition Ordinance
with regard to the HKAPI’s proposed pharmaceutical sales survey (the
proposed survey). In the application, the HKAPI sought a decision from

"~ the Commission confirming that the

opienqtion of the proposed survey

would be excluded from the First 4 »
Conduct Rdle\t\)ecause of the economic G ’*f\. y 5
efficiency exclusion. ¢ W &
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" “and its competitive sensitivity could
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pos\s‘lbly\f\acilitate market collusion in
certain ways.” - -

e Scrutinise whether the HKAPI’s application met the 3 requirements
of the economic efficiency exclusion: (i) contributes to improving
production or distribution or promof\ing technical or economic
progress while allowing consumers a fair share of the resulting
benefits; (ii) does not impose on the 'undertakings concerned
restrictions that are not indispensable to the attainment of the
objectives stated in (i); and (iii) does not provide the undertakings
concerned the possibility of eliminating competition in respect of a
substantial part of the goods or services in question;

¢ Require the HKAPI to prove, with concrete and quantifiable evidence,
that its collected data had beneficial effects for consumers that
compensated for the drawbacks of industry cdordination, and that a fair
share of the resulting benefits would be passe‘d to consumers; and
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e Study overseas regulatory frameworks relevant to Hong Kong’s
situation to undgrsténd their regulatory oversight in similar surveys.

The Council also asked the Commission to be mindful of the implications
of its decision on other market sales surveys in Hong Kong.

Au’fo-fuel Price Monitoring

,’/The auto-fuel market has long been one of the markets which the

public is most concerned about. The Council, commissioned by the
Environment Bureau, has been closely monitoring this market, collating
and publishing daily retail auto-fuel prices to enhance information
transparency and help consumers make informed choices. To enhance
its reach and accessibility, the Council used multiple platforms, including
its website and 2 smartphone applications, to disseminate information.

In addition to daily information, the Council published historical market
price information to help monitor the overall trend and relationship
between the auto-fuel prices of local retailers and other oil price
indicators, including international crude oil prices and import prices.
The Council would continue its role of protecting and promoting the
interests of consumers in the auto-fuel market.

Industry Code of Practice

The role of encouraging and assisting businesses with the development
of codes of practice is one of the functions stipulated in the Council’s
Ordinance. To this end, the Council, in collaboration with the laundry
industry and the retail jewellery industry, launched the Laundry Code
and the Jewellery Code in 2015 and 2017 respectively. Relevant
Complaint Review Committee (CRC) was established by the trade
association concerned to handle consumer complaints and ensure
compliance among industry operators for each Code.

For effective implementation of the Codes and operation of the CRCs
after their launch, the Council held regular review meetings with the
trade associations to review their performance and keep track of the
latest developments of the Codes and industries. For promotion of the
Jewellery Code, the jewellery associations launched a labelling scheme in
2019 and received a supportive response from their members.
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