Chapter 3 - Card Services






         


21.
Application

21.1 This chapter applies to the provision of card services either directly by institutions or through their subsidiaries or affiliated companies controlled by them.  Except where otherwise specified, this chapter applies to all cards issued by card issuers (see definition of “Cards” in the definition section).

21.2 Issuers of stored value cards (smart cards) should also adhere to the recommendations in this chapter where relevant.  However, this chapter does not include detailed provisions relating to stored value cards because such cards are still at an early stage of development.  Such detailed provisions will be developed separately at a later stage.

22.
Issue of Cards

22.1 Card issuers should act responsibly in the issue and marketing of credit cards, in particular to persons (such as full time students) who may not have independent financial means. 

22.2 Card issuers should issue cards to customers only when -

(a) in the case of new cards they have been requested by the customers to do so; or

(b) to replace or renew cards that have already been issued.

22.3 Card issuers should satisfy themselves about the identity of a person applying for a card and provide the applicant with details of the identification needed.

22.4 In addition to the detailed terms and conditions, card issuers should make readily available to cardholders general descriptive information on the use of cards.  Such information should include -

(a) security of the cards/personal identification numbers (PINs) (see section 25 below);

(b) the procedures for stopping the use of a card or reporting the loss or theft of the card (including a telephone number to which such a report may be made) (see section 28 below);

(c) the cardholder’s liability for the unauthorized use of a card (see section 29 below);

(d) any credit facilities to which the cardholder may gain access;

(e) whether the card has more than one function, the types of transaction that may be made and the accounts to which access may be gained using the card;

(f) any restrictions on the use of the card (including withdrawal and transaction limits);

(g) the procedures for making complaints against outlets arising from the use of the card;

(h) how to use the card issuer’s error/dispute resolution processes (including the procedure for querying entries on a periodic statement);

(i) the method of applying exchange rates to transactions in foreign currencies;

(j) all fees and charges which will apply, including the annual fee, any charges relating to cash advances (including any handling charge and any additional cash advance fee), any late payment charge, etc. or the basis of determining the relevant fees and charges unless these are outside the control of the card issuer;

(k) the basis on which interest or finance charges will be determined and when they will be payable, including where relevant the annualized percentage rate (APR) of interest (see section 11 of Chapter 1), the length of interest free period, the timing when interest or finance charges will start to accrue on the outstanding balance arising from the use of credit cards, and the period over which such interest or finance charges will be levied; and

(l) any rights of set-off claimed by the card issuer (see section 24 below). 

22.5 When accepting a principal cardholder’s instructions to issue a subsidiary credit card, card issuers should -

(a) give clear and prominent notice to the primary and subsidiary cardholders on their respective liabilities for debts incurred on the cards issued; 

(b) inform both the primary and subsidiary cardholders of the means by which a subsidiary card may be cancelled and suspended, including the need to return the subsidiary card as soon as possible.  Where the subsidiary card is not returned and if requested to do so by the primary cardholder, the card issuer should take prompt action to prevent further use of the subsidiary card, in line with the procedures which apply to lost cards.  The card issuer should warn the primary cardholder that he/she may be liable for any payments arising from the use of the subsidiary card until it has been returned or until the card issuer is able to implement the procedures which apply to lost cards.  Any related charges arising from such procedures should be made known to the primary cardholder.

22.6 While card issuers can hold primary cardholders liable for the debts of subsidiary cardholders, they should not hold subsidiary cardholders liable for the debts of the primary cardholders or other supplementary cardholders.
22.7 Card issuers should inform cardholders if a card issued by them has more than one function.  Card issuers should comply with requests from cardholders not to issue PINs where cardholders do not wish to use functions operated by a PIN.

22.8 Card issuers should not automatically renew a card without giving the cardholder at least 30 days from the date of renewal to cancel the card without having to pay the renewal fee.

23.
Terms and Conditions, Fees and Charges and Interest Rates

23.1 Card issuers should comply with the relevant provisions of Chapter 1, in particular;

(a) in drawing up the terms and conditions for card services, card issuers should have due regard to applicable laws in Hong Kong, including, in particular, consumer protection legislation;
(b) a copy of the terms and conditions should be provided at the request of customers (or prospective customers);

(c) the terms and conditions should be available in both Chinese and English.  Plain language should be used to the extent that this is consistent with the need for legal certainty.  Legal and technical language should only be used where necessary;

(d) the terms and conditions should, where applicable, highlight any fees, charges, penalties and relevant interest rates (or the basis on which these will be determined), and the customer’s liabilities and obligations in the use of the card service;
(e) card issuers should draw the attention of customers to those major terms and conditions which impose significant liabilities or obligations on their part.  Such terms and conditions should be described or highlighted in plain language (both in English and Chinese) in the application forms for card services.  The description should be printed in clear and legible type and in a font size that facilitates easy reading;

(f) any cost indemnity provision contained in the terms and conditions should only provide for the recovery of costs and expenses which are of reasonable amount and were reasonably incurred. At the request of debtors, card issuers should provide a detailed breakdown of the costs and expenses for which debtors are required to indemnify card issuers;
(g) card issuers should be prepared to answer any queries of customers (or prospective customers) relating to the terms and conditions for card services;
(h) card issuers should give customers 30 days’ notice before any variation of the terms and conditions which affects fees and charges and the liabilities or obligations of customers takes effect;

(i) where a customer refuses to accept the variation to the terms and conditions and chooses to terminate the card service within a reasonable period, the card issuer should repay the annual or other periodic fee on that card service on a pro rata basis, if the fee can be separately distinguished and unless the amount involved is minimal;

(j) card issuers should give 30 days’ notice to affected customers before any change in fees and charges takes effect unless such changes are not within their control;

(k) card issuers should quote the APRs of interest on card products (one for retail purchase and one for cash advance), together with the annual card fee, to facilitate comparison between different charging structures.  The APR of interest should be calculated in accordance with the standard method set out in the Annex,  which is based on a set of assumptions regarding the behaviour of cardholders.  The APRs of interest and the annual fee should be shown with equal prominence whenever interest rates of credit card products are quoted.  (It should be noted that as the APRs are calculated based on a set of assumptions, the actual APR on any given transaction or series of transactions may differ from those quoted); and
(l) while institutions are exempt from the Money Lenders Ordinance to allow them free scope to set interest rates under the Currency Board arrangement in Hong Kong, they should not charge customers extortionate interest rates.  If the APRs of interest charged by them and calculated in accordance with the standard method set out in the Annex exceeds the level which is presumed to be extortionate under the Money Lenders Ordinance, they should be able to justify why such a high interest is not unreasonable or unfair.  Unless justified by exceptional monetary conditions, the APRs thus calculated should not exceed the legal limit as stated in the Money Lenders Ordinance (It should be noted that the APR used for comparison here is based on the assumptions regarding the typical behaviour of cardholders.  Alternative calculations may produce an annualized figure which is higher than the maximum rate depending on the behaviour pattern or assumptions used.  For example, when cash advances are drawn and repaid within a short period of time, the cash advance fees can be translated into a very high annualized rate).
24.
Rights of Set-off

24.1 The descriptive information made available to cardholders (see section 22 above) should include clear and prominent notice of any rights of set-off claimed by the card issuer over credit and debit balances in different accounts (including credit card and deposit accounts) of the cardholder.

24.2 Where subsidiary cards are issued, it should be made clear to the principal cardholder whether the card issuer claims the right to set off the debit balance in the credit card account of any of the principal or subsidiary cardholders against the credit balance in other accounts of the principal cardholder.  It should also be made clear to all subsidiary cardholders whether the card issuer claims the right to set off the debit balance in the credit card account of a subsidiary cardholder against the credit balance in other accounts of that particular subsidiary cardholder.  In accordance with section 22.6 above, card issuers should not set off the debit balance in the credit card accounts of the principal cardholder or other subsidiary cardholders against the credit balance of a subsidiary cardholder. 
24.3 Card issuers should inform cardholders promptly after exercising any rights of set-off.

25.
Security of Cards/PINs

25.1 Card issuers should issue cards and PINs separately and take reasonable steps to satisfy themselves that these have been received by cardholders, whether they are personally collected by cardholders or delivered by mail.  Where cards and PINs are personally collected, card issuers should satisfy themselves as to the identity of the recipient.

25.2 Card issuers should advise cardholders of the need to take reasonable steps to keep the card safe and the PIN secret to prevent fraud.  In particular, they should advise cardholders - 

(a) that they should destroy the original printed copy of the PIN;

(b) that they should not allow anyone else to use their card and PIN;

(c) never to write down the PIN on the card or on anything usually kept with or near it; and

(d) not to write down or record the PIN without disguising it. 

25.3 When cardholders are provided with an opportunity to select their own PIN, card issuers should advise cardholders of a list of combinations which are not suitable such as personal telephone numbers or other easily accessible personal information.

25.4 Card issuers should ensure that transactions made through electronic terminals can be traced and checked, so that any error can be identified and corrected.

26.
Transaction Records

At Electronic Terminals
26.1 Subject to security requirements, at the time of transactions made through electronic terminals, a printed transaction record containing the following information should be provided -

(a) the amount of the transaction;

(b) the account(s) being debited or credited;

(c) the date and the time of the transaction;

(d) the type of transaction, for example, deposit, withdrawal or transfer;

(e) the name of the merchant to whom the payment was made, in the case of a debit or credit card transaction; and

(f) a number or code that enables the terminal where the transaction was made to be identified.

26.2 For cash withdrawals through automated teller machines (ATMs), such printed transaction record will not be necessary if the cardholder chooses not to require such record.

Periodic Statements

26.3 Card issuers should provide cardholders with statements of account at monthly intervals, unless -

(a) a passbook or other record of transactions is provided;

(b) there has been no transaction and no outstanding balance on the account since the last statement; or

(c) otherwise agreed with the customer.

26.4 The statement should show -

(a) for each transaction occurring since the previous statement -

(i) the amount of the transaction;

(ii) the date the transaction was credited/debited to the account;

(iii) the type of transaction;

(iv) the transaction record number or other means by which the account entry can be reconciled with a transaction record; and

(v) the name of the merchant to whom payment was made, in the case of a debit or credit card.

(b) the address or telephone number to be used for enquiries or reporting errors in the statement.

27.
Unauthorized Transactions
27.1 Card issuers should advise cardholders to examine their statements of credit card account and report any unauthorized transactions in the statement to the card issuers within 60 days from the statement date.  Cardholders should be warned that the card issuer would reserve the right to regard the statement as conclusive should they fail to report any unauthorized transactions within the specified period.  Card issuers should not, however, avail themselves of this right in relation to -

(a) unauthorized transactions arising from forgery or fraud by any third party including any employee, agent or servant of the cardholder and in relation to which the card issuer has failed to exercise reasonable care and skill;

(b) unauthorized transactions arising from forgery or fraud by any employee, agent or servant of the card issuer; or

(c) other unauthorized transactions arising from the default or negligence on the part of the card issuer or any of its employees, agents or servants.

27.2 Card issuers should, except in circumstances which are beyond their control, complete the investigation within 90 days upon receipt of notice of an unauthorized transaction.

27.3 Where the cardholder reports an unauthorized transaction before the payment due date, the cardholder should have the right to withhold payment of the disputed amount during the investigation period.  Card issuers should not impose any interest or finance charges on such disputed amount while it is under investigation and make any adverse credit report against the cardholder.  If, however, the report made by the cardholder is subsequently proved to be unfounded, card issuers may reserve the right to re-impose the interest or finance charges on the disputed amount over the whole period, including the investigation period.  Card issuers should inform cardholders of any such right reserved.

27.4 Card issuers should promptly make relevant corrections and deliver a correction notice if an unauthorized transaction has taken place; if no unauthorized transaction has occurred, card issuers should explain this to the cardholder and furnish copies of documentary evidence.

28.
Lost Cards/PINs
28.1 Card issuers should advise cardholders that they must inform the card issuer as soon as reasonably practicable after they find that their cards/PINs have been lost or stolen or when someone else knows their PIN.

28.2 Card issuers should provide an effective and convenient means by which cardholders can notify a lost or stolen card or unauthorized use of a card; facilities such as telephone hot-lines should be available at all times, which will provide for logging and acknowledgement of the notifications from cardholders.  Cardholders should be reminded of such means, for example, by including details of the notification facilities in the periodic statements sent to cardholders.

28.3 When such facilities are not made available by card issuers during particular periods, card issuers should be liable for any losses due to non-notification, provided the cardholder notifies the card issuer within a reasonable time after the facilities have become available again.

28.4 Card issuers should act on telephone notification provided that the cardholder can be identified satisfactorily.  Card issuers may also ask cardholders to confirm in writing any details given by telephone.

28.5 Card issuers on being advised of a loss, theft or possible misuse of a card/PIN should take action to prevent further use of the card/PIN.

29.
Liability for Loss
29.1 Card issuers will bear the full loss incurred -

(a) in the event of misuse when the card has not been received by the cardholder;

(b) for all transactions not authorized by the cardholder after the card issuer has been given adequate notification that the card/PIN has been lost or stolen or when someone else knows the PIN (subject to section 29.4 below);

(c) when faults have occurred in the terminals, or other systems used, which cause cardholders to suffer direct loss unless the fault was obvious or advised by a message or notice on display; and

(d) when transactions are made through the use of counterfeit cards.

29.2 The card issuers’ liability should be limited to those amounts wrongly charged to cardholders’ accounts and any interest on those amounts.

29.3 Card issuers should give clear and prominent notice to cardholders that they may have to bear a loss when a card has been used for an unauthorized transaction before the cardholder has told the card issuer that the card/PIN has been lost or stolen or that someone else knows the PIN.  Provided that the cardholder has not acted fraudulently, with gross negligence or has not otherwise failed to inform the card issuer as soon as reasonably practicable after having found that his or her card has been lost or stolen, the cardholder’s maximum liability for such credit card loss should be confined to a limit specified by the card issuer, which should not exceed HK$500.  Card issuers should give clear and prominent notice of this limit to cardholders.

29.4 Cardholders should be warned that they will be liable for all losses if they have acted fraudulently.  Cardholders may be held liable for all losses if they have acted with gross negligence or have failed to inform the card issuer as soon as reasonably practicable after having found that their cards have been lost or stolen.  Cardholders should be warned that this may apply if they fail to follow the safeguards or meet their obligations set out in sections 25.2 and 28.1 above if such failure has caused the losses.
29.5 A card issuer which is a party to a shared electronic system should not avoid liability to a cardholder in respect of any loss arising from the use of the card either caused or contributed by another party to the system.

30.
Treatment of Credit Balances
30.1 Card issuers should refund any credit balance outstanding on a credit card account to the cardholder within 7 working days from the date of receipt of the cardholder’s request in accordance with the cardholder’s instructions.  Card issuers should not forfeit any unclaimed credit balance at any time.  Such amount should be refunded to any person who can prove a good claim on the credit balance at any future time.  

31.
Direct Mailing

31.1 When card issuers enter into direct mailing agreements with suppliers in the marketing of goods or services to credit cardholders, the agreements should specify the conditions for refunds to cardholders (for example, when the goods are returned by the cardholder to the supplier within a specified period) and the period within which such refunds should be effected.

32.
New Services or Products
32.1 When introducing a new service or product to customers which involves a cost to them, institutions should not automatically enrol customers into the service or product without the prescribed consent of the customers.
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