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Disciplinary hearing case: Offering loans to prospective
purchasers of a first-hand residential development

The EAA has issued a Practice Circular
(N0.13-04(CR)) setting out detailed guidelines on
licensees’ practices and conduct in promoting first
sale of residential properties. Licensees must observe
and comply with such guidelines. Failure to do so will
be subject to disciplinary action by the EAA.

When promoting a first-hand residential development,
a salesperson actively solicited business at
a shopping mall and invited two prospective
purchasers to inspect the show flat. She also
persuaded the prospective purchasers to submit a
casher’s order to join the lot drawing for purchasing
a property of the development. Although the
prospective purchasers told her that they did not
have sufficient money for the payment on the spot,
she responded that the estate agency company
which employed her could offer a loan to them
and issued a casher’s order for them to join the lot
drawing for purchasing the property.

The EAA Disciplinary Committee conducted an inquiry
hearing into the case. The Committee was of the view
that the salesperson was in breach of the relevant
Practice Circular. Firstly, the Practice Circular
stipulates that licensees must not solicit business
at shopping malls or housing estates without the
requisite permission. Moreover, licensees must not
offer or make loans to a prospective purchaser, even
if the prospective purchaser states that he does
not have sufficient money for the payment of the
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deposit on the spot, whether in order to persuade
a prospective purchaser to sign a preliminary
agreement for sale and purchase or for any other
purpose, and even if a prospective purchaser
requests licensees to do so.

Therefore, the salesperson failed to comply with
paragraph 3.2.1 of the Code of Ethics: “estate agents
and salespersons should be fully conversant with the
Estate Agents Ordinance, its subsidiary legislation,
Code of Ethics, and other guidelines issued by
the EAA from time to time and shall observe and
comply with them in the course of their practice”.
The salesperson was reprimanded and fined a total
amount of HK$7,000. A condition was also attached
to her licence, requiring her to obtain 12 points in the
core subjects of the CPD Scheme in 12 months.

As to the estate agency company employing the
salesperson, the Disciplinary Committee was of the
view that it did not supervise its frontline employees
properly, thus in breach of section 15 of the Estate
Agents Practice (General Duties and Hong Kong
Residential Properties) Regulation, which states
that a licensed estate agent shall establish proper
procedures or systems to supervise and manage his
business of doing estate agency work to ensure that
his employees or persons under his control comply
with the provisions of the Estate Agents Ordinance.
The concerned estate agency company was
reprimanded and fined HK$60,000.
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Disciplinary Hearing Case: Failure to inform purchasers that the
property involved assignment at nil consideration and related risks

Buying properties involving a deed of gift/assignment
at nil consideration may involve risks, such as
difficulties in obtaining sufficient mortgage loan
from the bank. Therefore, licensees handling related
property transactions should inform purchasers that
the property involves a deed of gift/assignment at nil
consideration and advise them to seek legal advice.
Otherwise, licensees may be subject to disciplinary
action by the EAA.

A licensee acted as a dual agent in a residential
property transaction. He conducted a land search
in respect of the property and the result showed
that the property involved an assignment at nil
consideration. However, he did not inform the
purchaser of the relevant fact, nor did he advise the
purchaser to seek legal advice. He then arranged
for the vendor and the purchaser to sign the
provisional agreement for sale and purchase (PASP).

The purchaser later learned through his lawyer that
the property might involve an assignment at nil
consideration and the risks involved in buying the
property. He also found that the licensee did not

provide him with a copy of the property’s land search
result. Hence, he lodged a complaint with the EAA.

The EAA Disciplinary Committee conducted an inquiry
hearing into the case. The Committee was of the view
that the licensee failed to comply with paragraph
3.4.1 of the Code of Ethics which states that
licensees should protect and promote the interests of
their clients, carry out the instructions of their clients
in accordance with the estate agency agreement
and act in an impartial and just manner to all parties
involved in the transaction.

Moreover, as the licensee did not provide a copy of
the land search result to the purchaser immediately
prior to signing the PASP, he also breached section
13(4) under the Estate Agents Practice (General
Duties and Hong Kong Residential Properties)
Regulation. The Committee decided to reprimand
the licensee, fined him HK$4,000 in total, and also
attached a condition to his licence, requiring him to
acquire 12 points in core subjects under the CPD
Scheme within 12 months.
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