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Inquiry hearing case —

Breaching regulations when
engaging in the acquisition of
old buildings
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|n recent years, there has been an increase in the
number of acquisitions of flats in old buildings
and some estate agents are involved in such
activities. The EAA reminds practitioners when
engaging in such activities that they must comply
with the Estate Agents Ordinance and its subsidiary
legislation, the Code of Ethics and practice
circulars issued by the EAA. Non-compliance of the
above may be subject to disciplinary actions.

An estate agent approached flat owners of an
old building for a discussion on the acquisition of
the building for redevelopment but one of the flat
owners repeatedly declined the agent's offer. The
agent later issued a letter to that owner, claiming
that 85% of the owners of the building had entered
into an agreement to sell their units. As the owner
doubted the accuracy of such a claim, he lodged a
complaint with the EAA.

The EAA conducted an investigation into the case
and discovered that only 60% of the undivided
shareowners had sold their units in the building
when the letter was issued. The statement in the
agent's letter was made without proper bases.

The EAA Disciplinary Committee conducted an
inquiry hearing into the case and was of the view
that the estate agent had failed to comply with
paragraph 3.7.2 of the Code of Ethics, which
states that "estate agents and salespersons should
avoid any practice which may bring discredit
and/or disrepute to the estate agency trade". He
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was therefore reprimanded and a condition was
attached to his licence, requiring him to obtain
12 points in core subjects under the Continuing
Professional Development Scheme within a year.
Also his licence was suspended for 14 days.

In addition, the Disciplinary Committee found
that the estate agency company concerned had
failed to establish proper procedures or systems
to supervise and manage its business of estate
agency work, and was thus in breach of Section 15
of the Estate Agents Practice (General Duties and
Hong Kong Residential Properties) Regulation. The
Disciplinary Committee decided that the company
should be admonished and fined $20,000.
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INnquiry hearing case —

Client suffering from a loss caused by the provision of false

poroperty information
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Purchasers rely heavily on the information
provided by practitioners in property
transactions. Practitioners must ensure the
accuracy of the property information provided to
clients, so that consumers' rights can be protected
and disrepute to the trade can be avoided.

A practitioner arranged a prospective purchaser
to inspect a property twice. The practitioner
informed the prospective purchaser that the
age of the property was 15 years during both of
the inspections. In the second inspection, the
practitioner showed a copy of land search of the
property and pointed to the record of a "Deed of
Mutual Covenant with Plan" as proof of the age of
the property.

The purchaser then signed a provisional agreement
for sale and purchase for the property with the
vendor and also paid the vendor a deposit of
$300,000. The purchaser later discovered from the
occupation permit of the property that the age of
the property was 26 years.
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The purchaser thus decided not to proceed with
the purchase. The deposit of $300,000 was
forfeited by the vendor and the purchaser lodged a
complaint against the practitioner.

The EAA Disciplinary Committee conducted an
inquiry hearing into the case. Before providing
information to his client regarding the age of the
property, the practitioner did not exercise due care
and due diligence to verify the accuracy of the
information, causing the purchaser to suffer from
loss. The practitioner therefore did not comply
with the relevant regulation in paragraph 3.5.1
of the Code of Ethics, which states that "estate
agents and salespersons shall, in fulfilling their
duties, exercise due care and due diligence". The
practitioner was reprimanded and his licence was
suspended for 14 days.
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Views from the President of the Estate Agents Management Association
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As the two cases illustrate, estate agents
should comply with the regulations and the
Code of Ethics, and should avoid breaching
any regulations and stay away from any trap of
possible breaches, as they would risk losing their
business and reputation. In the course of handling
property transactions, estate agents should comply
with the regulations, especially when they are
confronted with grey areas, or they will suffer the
consequences.

To raise profits, estate agents can enhance their
competitiveness by reading good reference books
and participating in professional development
courses. Moreover, they should comply with the
guidelines issued by the EAA and the law. Estate
agents should provide quality services to their
clients so as to win recognition from society and to
promote the trade's image.

AR

=

PR
)3 R

) #2 Integrity in
Focus





