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To most people, buying a property is a lifetime decision. The need for a shelter apart, investing in property is a popular
activity of our very much internationalized economy.

As most of our property transactions are done through estate agents, for consumer protection and to uphold our status
as an international financial centre, it is of fundamental importance that we must ensure our estate agency trade is
honest, professional and, above all, properly and effectively regulated.

As the fourth Chief Executive Officer (“CEQ”) of the EAA, | can fully sense the weight of my responsibilities.

This is the first Annual Report that | present since | assumed the CEO position in October 2012. Before | give a brief
account of our work on various fronts over the year, | would like to first highlight a few key events in 2012/13.

The First Professional Forum in 15 Years

The EAA was established in November 1997. This year we celebrated its 15" Anniversary. Having put the trade under
statutory regulation for 15 years, it was high-time that we looked-back to review what we have achieved, and looked-
forward to consider how best to elevate the standard of the estate agency trade to better serve our community.

As part of the 15" Anniversary celebrations, we organized a professional forum, the first of its kind in 15 years, to provide
an opportunity for all concerned to share their ideas on the future of the estate agency trade.

At the forum, | re-capped the key achievements of the EAA over the past 15 years and shared my views on the broad
directions for the future. In addition, we had the honour of having Professor Michael Hui of the Chinese University of Hong
Kong to enlighten the audience on the trend of customer-oriented selling and customer behavior analysis; Ms Monica
Yu of the Independent Commission Against Corruption to speak on the ethics and significance of playing fair; and Ms
Cherrie Lai of the Royal Institution of Chartered Surveyors to share the experience of local application of international
standards.

From the feedback of the audience, the first professional forum could be considered as very successful. It provided not

only an opportunity for sharing of ideas, but also a much needed platform to discuss and cultivate an agenda of issues
that are important for the development of the estate agency trade. We will organize more such forums in the future.
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Enhancing Transparency through Adoption of Saleable Area

For many years, residential property transactions in Hong Kong had been based on “gross floor area”. To many
people, “gross floor area” is not an easy term to grasp because apart from the floor area of the flat concerned, it
could also include the floor areas of external facilities. Using gross floor areas could, at times, give rise to unnecessary
misunderstandings and arguments.

To protect consumers, enhance the transparency of second-hand residential property transactions, and in anticipation
of the passage of the new legislation on the sale of first-hand residential properties which requires only “saleable area”
be used, the EAA announced a new policy in May 2012 that, with effect from 1 January 2013, whilst “gross floor area”
could still be used, estate agents in promoting second-hand residential properties must provide the “saleable areas”.

The adoption of saleable area in the secondary property market is a landmark event in the Hong Kong property market.
It signifies a change from the traditional but often uncertain and unclear residential property information system to one
that is clear, transparent and easy to understand. Thanks to the co-operation of the trade, the media, as well as the
preparatory work by the dedicated staff of the EAA, the new policy has been very smoothly and effectively implemented.

Anticipating Changes in the First-hand Sales Market

Another landmark event of the year was the enactment of the Residential Properties (First-hand Sales) Ordinance (“the
Ordinance”) by the Legislative Council on 6 July 2012, which would become operative on an appointed date to be
announced by the Government. Under the new law, the sale of first-hand residential properties can only use saleable
area, and there are detailed requirements on the provision of property information and sales arrangements.

Although the Ordinance is to be administered by the Government, and that it is mainly directed at the practice of vendors,
the EAA is keeping a close watch on its implementation since many estate agents are also involved in the sale of first-
hand residential properties. Preparations were in hand on the relevant Practice Circular and continuing professional
development courses so as to ensure that estate agents are fully guided and prepared on the requirements of the new
law once it becomes effective.

Stepping Up Consumer Information

It is often said that one of the most effective ways to protect consumers is to raise their awareness and knowledge of
the property market. To ensure that purchasers of residential properties know their rights clearly, as well as what to
expect from the service provided by estate agents, we have over the year stepped up our efforts in promoting consumer
information, including:

- the holding of 11 roving exhibitions at popular shopping arcades and MTR stations on useful information for
purchasers of residential properties;

- the production of two Announcements in the Public Interest, respectively on the subject of saleable area and
signing of estate agency agreement, for showing on main TV stations and for broadcasting on main radio channels;

- the publication of a booklet and a corporate leaflet to enhance the knowledge of consumers in residential property
transactions and the understanding of the work of the EAA; and
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- arranging 23 feature interviews and contributing 29 articles to the media; that is, on average, one appearance every
week, to promote consumer-related information.

| would now like to present a summary of our other key achievements.

Examination and Licensing

Our regulation regime begins with the qualifying examination, which is a key first step as it, to a large degree, helps
determine the quality of new entrants.

In 2012/13, we organized a total of 10 qualifying examinations, four for estate agents and six for salespersons
respectively. A total of 6,974 candidates sat for the Estate Agents Qualifying Examination (“EAQE”) and 9,031 for the
Salespersons Qualifying Examination (“SQE”). Compared to 2011/12, the number of candidates sitting for the EAQE and
the SQE decreased by about 3.6% and 18.1% respectively. The decrease was probably due to the slowdown of the
property market. The average pass rates of EAQE and SQE both stood at 46.1% in 2012/13.

Under the Estate Agents Ordinance (EAO), all persons conducting estate agency work in Hong Kong must obtain a
licence, and they must be considered as “fit and proper” persons.

As at 31 March 2013, there were a total of 37,001 valid licences granted to individual persons, which was about 6.2%
higher than that of 31 March 2012. This was, despite the decrease in the number of candidates sitting for the qualifying
examinations, an all time high figure. The number of company licences and statements of particulars of business
(“SPOBs”) also reached new heights in 2012/13, at 3,004 and 6,333 respectively.

Regulation and Enforcement

Despite a slowdown in the activities of the property market, the EAA must still be seen to be discharging its statutory
duties by carrying out compliance checks; and that it must be seen as effective and impartial in dealing with complaints
lodged by the public.

This year, we conducted a total of 3,341 compliance inspections, which was an increase of about 12.8% over the
previous year. We also received a total of 604 complaint cases, which was about 21.3% higher than that of the previous
year. Having investigated the complaint and non-compliant cases, we took action against 513 licensees or former
licensees who were found to have breached the requirements of the EAO, which was a 27.3% increase as compared
to 2011/12.

Professional Development

Enhancing professionalism is our aim in raising the standards of the trade, and introducing and operating the Continuing
Professional Development (“CPD”) Scheme is one of the important means of doing so.

In 2012/13, together with other training providers we organized a total of 500 sessions of CPD courses with over 37,000
enrolments, which are both slightly higher than those of the previous year. The CPD courses covered a wide-range
of subjects, with some directly relevant to the practice of the estate agency trade; whilst others intended to raise the
exposure of estate agents to related disciplines so as to broaden their knowledge of the property market.
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Strengthening Communications with the Trade

We consider it essential to maintain a good dialogue with the estate agency trade. Strengthening communications
with the trade enables us to explain to them and ensure they fully understand and comply with our policies and
regulations. At the same time, we can hear their views on various aspects of our work so that their needs could be
addressed up-front.

This year, in addition to the regular Trade Liaison Meetings, we have also reached out to frontline practitioners by holding
Focus Group Meetings with them to discuss issues which they have encountered in their day-to-day work. Four such
meetings were held in 2012/13 in four different districts. In addition, we issued five Practice Circulars and 23 reminders
to licensees to remind them of issues relating to their practice.

The EAA Administration

Advances in information technology have transformed the way we work, and with rising civic awareness members of
the public have high expectations on the performance of public bodies, including the EAA. In such an environment, the
EAA must keep up with the times. In this aspect, with the support of the Board we have been able to strengthen a few
areas of our work in 2012/13.

To pave way for the introduction of a full range of electronic services for our licensees, an additional manager post was
created to spearhead various information technology (IT) initiatives and promote IT security and governance. In addition,
we have also set up a new Data Analysis function, which will make use of the large volume of information related to the
estate agency trade that is in our possession, to help identify areas of work requiring improvements and develop new
work initiatives.

Consumer education is not only about raising the awareness and knowledge of consumers, but also letting them know
what the EAA can do for them. Enhancing the transparency of our work is, therefore, one of our key annual corporate
goals. With the Board’s approval, we will create an additional assistant managerial post in the near future to strengthen
our work on publicity and community activities.

With a number of additional posts created in the year, the establishment of the EAA Administration has reached 92.5'
at the end of 2012/13. With the amount of work to discharge and the number of licensees to serve, this size could not,
by any standard, be considered as large. We will nevertheless ensure that it is strictly in keeping with what is needed to
maintain an efficient and effective service expected of us by the community.

T The EAA has employed a strategy of hiring half-time staff. Two half-time staff are equivalent to one full-time employee.
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Conclusion
2012/13 has been another busy yet fruitful year for the EAA.

Over the past year, we have witnessed the workload of the EAA increasing in a significant way. Indeed, it is not only the
volume of work that is on the increase; also on the increase is their complexity as more of the cases that we processed
were legally represented.

Looking into the future, with the ever rising expectations of the community and greater awareness of individual rights,
managing our regulatory role effectively and efficiently and raising the professional standards of the estate agency trade
present some challenges to us.
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