BFAC Paper 7/08(1)

Ninth Meeting of
the Business Facilitation Advisory Committee

Agenda Item 3(a) : Report on the work of the Retail Task Force

Purpose

This paper reports on the work of the Retail Task Force (RTF)
since the last Business Facilitation Advisory Committee (BFAC) meeting on
23 June 2008.

Work Progress of the RTF

Regulatory review of the beauty products/cosmetics/medicine categories

2. RTF continued to monitor the development and implementation of
improvement measures to address the trade’s concerns. After further trade
consultations, the Department of Health (DH) has recently implemented the
following major improvement measures to address the trade’s concerns —

(@ To help the trade decide if a product is classified as
“pharmaceutical product” and is therefore subject to registration
under the Pharmacy and Poisons Ordinance, DH issued a set of
guidance notes on classification of products as “pharmaceutical
products” in July 2008. DH will maintain its existing product
enquiry service and review the effectiveness of the guidance notes
in early 2009. DH will also consider establishing a performance
pledge for determining whether a beauty/health product needs
registration; and

(b) DH informed the trade of the relaxations on the registration
requirements of beauty/health food products and issued relevant
guidance notes in July 2008;

3. Notwithstanding the improvement measures which were generally
welcomed by the trade, RTF shared the trade’s concerns that the processing
of applications for registration/re-registration of pharmaceutical products



should be further expedited. Many outdated or over-stringent provisions
under the Pharmacy and Poisons Ordinance should be rationalized to align
with the present-day requirements and to better meet the needs of the trade
and consumers. RTF requested DH to provide statistics on actual
performance for registration/re-registration of pharmaceutical products for
reference and consider conducting a survey to gauge the trade’s feedback on
the improvement measures. RTF also urged DH to re-consider conducting a
comprehensive review of the whole drug registration process, with a view to
shortening the processing time of registration of pharmaceutical products and
facilitating earlier introduction of new products into the market. For those
outstanding proposals which may require legislative review/amendments, the
RTF considered it advisable for the trade to provide feedback to the
Administration on the regulatory regime.

Concerns of the proprietary Chinese medicine (pCm) trade

4, Regarding the progress of pCm registration, DH informed RTF that
as of the end of August 2008, the processing of more than 10 000
applications for transitional registration had been completed, of which 6 800
were issued with the “Notice of confirmation of transitional registration of
pCm”. About 1800 applications for non-transitional registration were
issued with “Notice of confirmation of (non-transitional) registration
application of pCm”. The Chinese Medicines Board (CMB) will expedite
the processing of the remaining 2 500 applications for transitional registration
and continue the full evaluation of the 1 800 applications for non-transitional
registration. The CMB will also consider around 600 rejected cases which
have applied for review in the coming months.

5. While the trade was generally content with the issue arrangements
for the Notices, DH had received feedback from two trade associations
regarding the labelling requirements of pCm to be exported and the
feasibility of issuing free sale proof to registered pCm imported from China
for re-export. DH was following up the concerns of the associations and
would report progress to RTF.

6. RTF noted that while pharmaceutical products manufactured in
Hong Kong for export did not have to be registered under the Pharmacy and
Poisons Regulations, pCm manufactured in Hong Kong for export had to be
registered under the Chinese Medicine Ordinance (CMO). RTF shared the
trade’s concern that the over-stringent registration requirements on pCm for



export would significantly weaken Hong Kong’s competitive edge in pCm
trade and that local pCm traders would lose their market share due to
over-regulation of pCm registration. RTF urged the Administration to take
prompt action to relax the registration requirements to facilitate the export of
pCm, and devise a pragmatic plan for the implementation of section 119' of
CMO. DH undertook to continue to explore possible ways to address the
concerns of the trade and RTF.

Nutrition Labelling Scheme

7. The Amendment Regulation for the Nutrition Labelling Scheme
was enacted on 28 May 2008 and will come into operation on 1 July 2010.
To facilitate the trade to understand and comply with the new requirements,
the Administration has implemented a series of measures since May 2008.
A summary of the key measures implemented/being planned by the
Administration is at Annex I.

8. The Administration assured RTF that it was keenly aware of the
possible hurdles faced by the trade in adapting to the changes. The
Administration has undertaken to continue to do its utmost in assisting the
trade in complying with the labelling requirements through various channels.
The Administration will also launch a publicity programme to educate the
public on how to read food labels.

9. Despite the measures undertaken by the Administration, some trade
representatives maintained their views that the Nutrition Labelling Scheme in
its present form was unsatisfactory and problematic.

10. As gathered from the trade, many traders reportedly still failed to
understand the labelling requirements after attending the workshops and
examining the Technical Guidance Notes provided by the Centre for Food
Safety. The trade estimated that as no exemption would be allowed for
small volume products with claims under the Amendment Regulation, around
15 000 items would be withdrawn from the market. The trade anticipated
that many SMEs would be driven out of the market for failing to shoulder the
disproportionate burdens and compliance costs arising from the Nutrition
Labelling Scheme. The trade believed that the high registration fees for

1 After the commencement of section 119 of CMO, no person shall sell; or import; or possess any pCm
unless the pCm is registered under section 121. Pending the completion of the outstanding applications
for registration of pCm, the commencement date of section 119 has yet to be fixed.



new applications and renewal of exemption for small volume prepackaged
food would impose entry barrier. It was likely that there would be
enormous backlash from consumers who had less choice of products but had
to pay higher price for the labelled products. To relieve the burden of the
trade and consumers in the face of economic downturn, the trade suggested
that the Administration should reduce the registration fees for small volume
exemption and consider the feasibility of granting multi-year licence as far as
possible.

11. RTF noted that when the Amendment Regulation was considered
by the Legislative Council, both sides (the trade versus the health
professionals and the Consumer Council) held entrenched but divergent
views on the requirements of the Nutrition Labelling Scheme. It was a pity
that no consensus could be reached on the issue. Instead of dwelling on this
issue at RTF meetings, RTF considered that it might be worthwhile for the
Administration to arrange meetings for the trade to further discuss their
practical difficulties in complying with the scheme with other relevant
stakeholders such as doctors, dietitians and the Consumer Council, with a
view to reaching a consensus to resolve the implementation problems.

Introduction of a composite licence for the manufacture/sale of various types
of ready-to-eat food items

12. RTF reminded the Food and Environmental Hygiene Department
(FEHD) to set the composite licence fee at a reasonable level and strive to
include the relevant legislative amendments in the 2008-09 legislative agenda
for early implementation of the proposal. RTF also requested FEHD to duly
address the trade’s concerns about the application of the Demerit Points
System under the composite licence scheme. RTF further suggested that the
Administration should explore the feasibility of introducing multi-year
composite licence at an opportune time.

13. FEHD confirmed that it was still working with the Financial
Services and Treasury Bureau on the fee charging mechanism for the
proposed composite licence and that the timing for gazetting of the
legislation had yet to be fixed.



Regulatory issues on food safety

14, RTF noted that to protect public health, the Administration had
recently gazetted the Harmful Substances in Food (Amendment) Regulation
2008 (Amendment Regulation) to prohibit inappropriate level of melamine in
food. The Legislative Council has formed a sub-committee to vet the
Amendment Regulation. RTF generally agreed that it would be unrealistic
to set a zero tolerance level and that the maximum concentration of melamine
permitted under the Amendment Regulation seemed to be appropriate.
Since it would be helpful for the trade to resolve any difference in views with
parties concerned on the appropriate level of melamine before the vetting
period in the Legislative Council, RTF proposed that the Hong Kong Retail
Management Association (HKRMA) might consider initiating early
discussions with the food and health professionals as well as the Consumer
Council. The Legislative Council brief on the Amendment Regulation is at
Annex 1.

15. Regarding the proposed Food Safety Bill, RTF noted that the
Administration would give priority to drafting the relevant part of the Bill so
that the authorities could promptly ban the import and sale, and order the
recall of problem food when necessary. The Government will introduce the
Public Health and Municipal Services (Amendment) Bill 2008 (Amendment
Bill) into the Legislative Council on 5 November 2008. The Amendment
Bill proposes to empower the Director of Food and Environmental Hygiene
to make orders administratively to prohibit the import and supply of problem
food, and direct that food supplied be recalled, to ensure food safety and
protect public health. The relevant Legislative Council brief is at Annex I11.
RTF is awaiting the Administration’s further briefing on the issue and will
offer further views for the consideration of the Administration upon receipt
of the details.

Environmental levy scheme on plastic shopping bags

16. The Environmental Protection Department (EPD) briefed RTF of
its waste management policy, and consulted RTF on the Administration’s
plan to implement the environmental levy scheme on plastic shopping bags
(the scheme) on 30 July 2008.

17. According to the Administration, the scheme is the first producer
responsibility scheme under the recently enacted Product Eco-responsibility



Ordinance. The scheme, which aims to reduce the indiscriminate use of
plastic shopping bags through a direct economic incentive, has broad-based
public support. The Administration will further consult the trade and other
relevant stakeholders on the implementation details of the scheme in the
coming months before tabling the Product Eco-responsibility (Plastic
Shopping Bags) Regulation into the Legislative Council for positive vetting
in end 2008 or early 2009. Subject to the passage of the Regulation by the
Legislative Council, the Administration anticipated that the scheme could
commence in mid-20009.

18. In line with the “polluter pays” principle, the scheme will involve a
phased introduction of a 50-cent levy on each plastic shopping bag
distributed from retailers. Chain or large supermarkets, convenience stores
and personal health and beauty stores will be covered in the first phase of the
environmental levy scheme. The key obligations of a “prescribed retailer”
who offers plastic shopping bags to customers include: i) registration with
EPD; ii) charging the customers the environmental levy; iii) submission of
periodic returns and payment; and iv) record-keeping.

19. The trade was concerned about the extra administrative burden and
high compliance costs on the affected retailers arising from the scheme.
Some major concerns raised by the trade included difficulty in accurately
counting the number of plastic shopping bags in stock immediately before the
commencement of the scheme; complexity involved in revising the
accounting and IT systems in support of different payment methods, rebate
schemes and promotion exercises following the implementation of the
scheme; the length and types of records to be kept; requirement and
frequency of returns to be submitted, etc. Given that the major retailers had
already made good efforts to effectively reduce the use of plastic shopping
bags on a voluntary basis in the past few years, the trade doubted the
effectiveness of the phased scheme in waste reduction.

20. RTF urged the Administration to duly consider the practical
implementation issues raised by the trade and work in partnership with the
retail trade to thrash out the implementation details. RTF suggested that the
Administration should clearly set out key performance index to facilitate
measurement of the effectiveness of phase one, and clarify the timing and
legislative amendment required before moving on to phase two and beyond.
On the understanding that SMEs generally lacked resources to cope with new
regulatory requirements, RTF urged the Administration to also take into
account the constraints of the SMEs in working out the detailed requirements



of phase one with major retailers. RTF believed that if the Administration
could rationalize the requirements under phase one of the scheme and
minimize the compliance costs with due regard to the experience and views
of the trade, it would facilitate compliance and make it easier to further
extend the scheme across the board.

21. EPD assured RTF that the Administration shared the view of the
trade that the scheme should be easy to comply with, while not
compromising the integrity of the regulatory regime. The Administration
appreciated the retailers’ concerns and would work together with the retailers
to address the implementation issues and ensure effective administration of
the scheme. The Administration has also undertaken to review the
effectiveness of the scheme one year after the implementation of the first
phase, and would consider how best to extend the scheme to other retail
outlets in subsequent phases.

22, As suggested by RTF, HKRMA organized a meeting on 2
September 2008 for its members who will be affected by the first phase of the
scheme to discuss the implementation details with EPD. HKRMA also
arranged 11 visits for EPD to better understand the whole process of
management of plastic shopping bags from warehouses to shops. The
meeting and visits facilitated mutual understanding. EPD has undertaken to
continue its active dialogue with the trade.

23. Officers of EPD will attend the BFAC meeting on 13 November
2008 to brief Members of the implementation of the scheme, as detailed in
BFAC Paper 6/08 under Agenda 2.

Way forward

24, Members are invited to note the work progress of RTF. RTF will
monitor the development of the issues.

Economic Analysis and Business Facilitation Unit,
Financial Secretary’s Office
November 2008



Annex |

A summary of the key measures implemented / being planned by the
Administration to facilitate the trade’s understanding and compliance
with the new requirements of the Nutrition Labelling Scheme

(1) To help food traders produce nutrition labels, the Centre for Food
Safety (CFS) has prepared and uploaded the “Technical
Guidance Notes on Nutritional Labelling and Nutrition
Claims” for the trade and the *“Method Guidance Notes on
Nutritional Labelling and Nutrition Claims” for laboratory
service providers onto the website (http://www.cfs.gov.hk) in June
2008. Copies of the Guidance Notes have been distributed to
traders at workshops on the Nutrition Labelling Scheme. CFS
will send the Guidance Notes to private laboratories,
Consul-Generals, General Administration of Quality Supervision,
Inspection and Quarantine of the People’s Republic of China
(AQSIQ) and China Entry-Exit Inspection and Quarantine (CIQ),
Expert Committee on Food Safety, food traders (manufacturers,
retailers, wholesalers), and through various district offices of the
Food and Environmental Hygiene Department to other interested
parties;

(2) CFS has incorporated a list of frequently asked questions in each
of the Guidance Notes. The list of frequently asked questions
will be expanded and posted, together with the answers, on the
website of CFS;

(3) CFS has organised six workshops on the Nutrition Labelling
Scheme for food traders from July to September 2008, including a
special workshop for SMEs trading organic or health food.
Another workshop was held in mid-October for those in the
business of bakeries. Information about future workshops to be
held, together with the enrolment form, will be provided on the
website of CFS;

(4) To reach more SMEs, CFS has expanded its correspondence list
to include more trade associations with SME members.
Those in the trade of ethnic minority food products have also been
included in CFS’s communication network;



(5)

(6)

(7)

(8)

(9)

A telephone hotline (Tel No.: 2868 0000) with enriched content
will be put into operation by the end of 2008 to provide
information on various aspects of the Nutrition Labelling Scheme,
including the Small Volume Exemption Scheme. Callers can
also request relevant information by fax or opt to be connected to
the staff of CFS for direct enquiries;

CFS is developing a web-based Nutrition Label Calculator to
assist the trade in producing nutrition labels by means of indirect
analysis. The Calculator will be available on the website of CFS
for free access by the end of 2008. CFS will disseminate details
of this initiative to the trade in a timely and user-friendly manner
at its workshops and through other promotion channels in due
Course;

CFS is trying to facilitate liaison between the food trade and
laboratories outside Hong Kong, in particular those in the
Mainland. Network with a number of Mainland authorities to
provide briefings for Mainland laboratories to introduce the
labelling scheme has already been established, with a view to
providing local food traders with more information on the services
and capacities of the Mainland laboratories;

To assist the trade to select an accredited laboratory service
provider overseas to analyze prepackaged food for nutrition
labelling purpose or to conduct analytical testing to verify their
own label declarations, information of accreditation
organizations with link to their websites has been prepared and
uploaded onto the website of CFS; and

CFS has also given a briefing on the laboratory support aspects
of the Nutrition Labelling Scheme for Shenzhen Entry-Exit
Inspection and Quarantine Bureau (SZCIQ) and Guangdong
Entry-Exit Inspection and Quarantine Bureau (GDCIQ) at a
workshop held in Guangzhou on 18 August 2008.



