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(Ediitor's note: The Travel Industry Compensation Fund (TICF) was established in 1993 to provide protection for outbound travellers in accordance
with the Travel Agents Ordinance. Responsible for holding, managing and applying the TICE the Travel Industry Compensation Fund Management
Board is a statutory body consisting of one chairman and nine members appointed by the Government. We have recently interviewed Mr Ignatius
Chan, Chairman of the Management Board, in writing about various matters such as the scope of the TICE, e-levy and franking machines. The follow-
ing fs an excerpt of the interview, with the English version being its translation.)

EEEEMNARERA Public consultation about TICF
tESZMAN EEESEESEEHUTHO In March and April last year, the Travel Industry Compensation
FEESSHTARNEE (1) AYES kAR Fund Management Board consulted the public on the following
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RYEEREE  WREEL A [ Yelopment and the Legislative Council, and was officially put
—AFRXEH - Mr Ignatius Chan BBS, JP. in place on 3 July last year.
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o BRZREORTTHEBRMNE mechanism with triggering thresholds for adjustment of collection of the
SHEFREK - ZEGARERIEE AN Fund levy. In the future, the Board will consider a number of factors in de-

SN ETNKTFEIERERERBLELRSY ciding whether there is a need to resume collection of the Fund levy and at
FWEESHE ’J‘Ef\\;%ﬁ%@ﬁ B RleikES what rate, such as the upper and lower limits of the mechanism (that is to
B) BEESER  IMNERTENLEE Ik say, the collection of the Fund levy will be suspended when the balance of

thresholds to suspend or resume collection of the Fund levy; (2)

advance authorisation under the Scheme. What is the
progress of follow-ups by the Management Board
after the consultation exercise ended?

After the public consultation, the Management Board imme-
diately proposed to the Secretary for Commerce and Econom-
ic Development that the Fund levy rate should be reduced to
zero (note: the Council levy rate remains at 0.15%), in order
to help the industry to weather the impact of the global
economic slump. The proposal to suspend the Fund levy was
approved by the Secretary for Commerce and Economic De-

Apart from that, the Management Board has set up a

T A IBEE BRI SRS - the TICF is more than HK$500 million and will be resumed when less than

HK$400 million), the balance of the TICF, the turnover of outbound package
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tours, the business environment of travel agents and the findings of actuarial
analysis.

As for the third and fourth proposals, work is still in progress as to how
to implement them. Since their implementation requires amendments to the
relevant ordinance, the Department of Justice has carefully studied how to
amend the ordinance during the past year. And to simplify and improve the
current authorisation and other arrangements, the Management Board is
considering different options in order that the newly revised arrangement
can be beneficial to eligible outbound travellers and reduce the risk borne
by travel agents in advancing payments for travellers. It is hoped that the
ordinance can be amended as quickly as possible in order for the proposals
to be put in place.

Scope of TICF

The TICF has so far accumu-
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now. Over the years, there

Ll@/fg/ﬂ 7%@57/2?%}%@ o have often been suggestions

that the TICF should expand
its scope of use, such as

funding for the purchase of collective | Providing travel agents with

funding for the purchase of

swswaxmBL  Jability insurance is clearly outside | collective liability insurance.
the legal scope of the TICF.

Has the Management Board
considered this suggestion?
The scope of the TICF as set out
,, in the law is to provide ex gratia
payments for outbound travellers
who have suffered losses in tour
fares because of closure of their licensed travel agents, and to offer financial
relief to travellers who have injured or died when taking part in outbound
tour activities arranged by their licensed travel agents. To provide travel
agents with funding for the purchase of collective liability insurance is clearly
outside the legal scope of the TICF.

The Management Board is of the view that the travel industry, just like
any other industries, should adopt effective risk management measures in
order to ensure the quality of service delivered on the one hand and reduce
the risk of claims filed by travellers on grounds of professional misconduct
on the other. It is believed that resources can be more effectively employed
to meet the different needs of travel agents if the industry itself devises risk
control measures and discusses with insurers various matters concerning li-
ability insurance.
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| know that the TIC has actively worked on collective liability insurance
over the past few years and tried its best to alert travel agents of the impor-
tance of risk management. We are very supportive of the TIC in this respect,
and hope that the TIC can provide a viable solution for the industry so that
travel agents will be able to manage their risk even better.

In recent years, many travellers have suffered losses because of
such incidents as the collapse of Oasis Hong Kong Airlines and
the grounding of Viva Macau Airlines. Will the Management Board
consider expanding the scope of protection of the TICF so that
travellers who have bought air tickets through travel agents will
also be compensated if the airlines cease business?

This suggestion is also outside the current scope of the TICF as set out in the
law. Nevertheless, the Management Board understands that it is a reflection
of the genuine demand of society, and has therefore set up a working group
to follow it up. The matters under review include: whether there is a need
to substantially raise the levy rate to cope with possible huge compensation
claims if air tickets are covered, and whether a substantial levy rise is unfair
to travel agents which run their business honestly; whether travellers will
pay scant attention to the integrity and service quality of ticketing agents if
they are covered; and whether such cover will be exploited by unscrupulous
travel agents to swindle travellers by trying to sell them cheap tickets and
then closing down business. The working group will look into all the aspects
carefully and submit recommendations to the Management Board.

According to the Travel Agents Ordinance, the Fund levy is paid
by travel agents. As the industry is vulnerable to external factors
such as the SARS epidemic, human swine flu and the global finan-
cial meltdown, will the Management Board consider setting up a
contingency fund to help traders tide over unexpected crises?

In principle, the Management Board will offer appropriate assistance to
travel agents after taking account of the situation of the industry. Examples
of that include suspending the Fund levy last year and bearing the costs of
the ink cartridges of franking machines for travel agents. As for setting up
a contingency fund, the Board does not have any plan for it at the moment
given the difficulties entailed in its legal framework and implementation.

E-levy and franking machines
The Management Board has been studying replacing franking

machines with e-levy for several years. Has it come to any conclu-
sions now?

After much deliberation, the Management Board considers it necessary to
promote e-levy and substitute it for franking machines in a gradual manner.
A consultant will be commissioned to conduct business and system analysis.
It is hoped that a final decision will be made by the end of this year, which
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After much deliberation, the
Management Board considers it
necessary to promote e-levy and

substitute it for franking machines in a
gradual manner.

will be followed by a tender ex-
ercise for the development and
‘ ‘ implementation of e-levy.
ﬁ%ﬁﬁ é The costs of e-levy in terms
of development, operation,
maintenance, etc are huge
and beyond the means of
the TIC and travel agents. If
e-levy is really to be imple-
mented, will the TICF bear
all the costs?
As e-levy is a new concept to
the industry, all of its develop-
ment costs as well as future
costs of operation, mainte-
nance, etc will be borne by
,, the TICF, just like the current
arrangements for franking
machines. If the industry runs
into any problem when imple-
menting e-levy, | believe the Management Board and the TIC will make every
effort to provide assistance.

If e-levy is really implemented, will the franking machines be re-
placed right away?

I think the franking machines will not be replaced right away. The Manage-
ment Board understands that it takes time for travel agents to adapt their
operation to the use of e-levy from the conventional franking machine. As
such, we will allow a reasonable period for travel agents to gradually adopt
e-levy.

Many travel agents have complained that their business is af-
fected by frequent breakdowns of their franking machines. Cur-
rently quite a lot of travel agents are still using the old machines.
Does the Management Board have any plan to replace the old
machines?

The Management Board is aware that the parts of some existing franking
machines are old and beyond repair. As e-levy will not be fully implemented
until a considerable time later, it has been decided that a certain number of
franking machines will be bought to cope with the need during the transi-
tion period. [ff¢
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