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(Dr aft)
Extract of Minutes of meeting between L egislative Council Members
and ShaTin District Council Members
on 29 November 2001
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Action

A. Recovery of debtsfrom referees

2. Given that lending activities were increasingly common in Hong Kong and
the procedures for obtaining loans from some finance companies were very
simple, STDC Members said that quite a number of people had their names put
down as referees by borrowers without their knowledge. In case of default by the
borrowers, their families and friends, and even the referees could become targets
of debt recovery and suffered from unnecessary harassment. STDC Members
were concerned that there was aneed for the Government to review and strengthen

its control and regulation on finance companies and debt collection agencies.

3. STDC Members noted the existing mechanism for regulation and the latest
developments in this respect. According to the non-statutory Code of Banking
Practice (the Code), the role of referees was confined to providing information
about the borrowers. Referees had no legal or moral obligation to repay any
liabilities of the borrowers unless they had entered into aformal agreement to act
as guarantors. Recently, the Hong Kong Monetary Authority (HKMA) had
reviewed the Code and put forward a number of recommendations to strengthen
the regulation on the use of debt collection agencies by banks and relevant
institutions. In view of the public’s concern about the improper practices adopted
by some debt collection agencies to recover sums due, the Law Reform
Commission (LRC) had also set up a subcommittee in 1998 to study the matter.
The subcommittee released a consultation paper on the “Regulation of Debt
Collection Practices’ in July 2000 recommending a range of measures to address
the problem, including the creation of a new criminal offence of harassment of

debtors. The subcommittee was currently reviewing its recommendations in the
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light of the comments received and it was expected that a final report would be
issued by mid-2002.

4, STDC Members considered that before the said criminal offence was
created, the Administration should put in place other measures to curb the
practices of illegal harassment used by debt collection agencies. Their specific

recommendations were as follows:

(@  On receiving complaints about illegal practices of debt collection
agencies, the regulatory authority should disclose the names of those
banks and debt collection agencies for public information in the

hope that such activities would be curbed;

(b)  Banksand credit card-issuing institutions should be required to take
the initiative and contact the persons concerned to verify their

consent to act as referees; and

(c)  Debt collection agencies should be required to keep a record of all

debt collectors under their employment for easy checking.

5. A STDC Member was aso concerned that debt collection agencies would
alwaysresort to protecting privacy as an excuse for not disclosing any information
about their clients. As such, debtors who were harassed would have no way to
approach the banks or institutions involved and settle the matter with them
directly. Hethus considered that the subcommittee formed under LRC should also

examine the relevant issues.

6. LegCo Members agreed that the problems and specific recommendations
raised by STDC Members should be referred to the Panel on Financial Affairsfor
follow-up when the Code was discussed so that such views could be reflected to
HKMA directly. The Convenor also informed STDC Members that on a wider
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perspective, the Panel on Financial Affairs would aso pursue with HKMA the

ways to strengthen protection for users of banking services.

7. Mr LAU Kong-wah considered that as both LRC's study and the
amendments to the Code were not specifically focussed on the problem of
harassment on the referees, the specific cases mentioned by STDC Members
should be referred to the Complaints Division for follow-up. A case conference
with HKMA and other relevant departments should be arranged to discuss the
variousissues involved. Other LegCo Members agreed to Mr LAU’ s suggestion.
In this connection, the Convenor asked STDC Members to supply the Secretariat
with some representative cases for illustration purpose. She requested STDC
Membersto delete all sensitive personal datain such cases before passing them to

STDC Chairman for onward transmission to the Secretariat.

8. A STDC Member pointed out that many advertisements were posted by
debt collection agencies in public areas of public rental housing (PRH) estates
such as lift lobbies. However, the Housing Department (HD) could only remove
such notices and it had no authority to impose any penalties. In this regard, Mr
LAU Kong-wah considered that HD and the private management agencies should
be charged with the responsibility of taking enforcement actions. LegCo
Members agreed that the issue would also be dealt with in the same case

conference.
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