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Conduct in the sale of first-hand residential properties

To most people, home buying is one of the biggest decisions in life. Buying first-hand residential
properties is especially a focus of public concern and many estate agents participate in the sale of
such properties. Recently, the Consumer Council issued a report on “Study on the Sales of First-hand
Residential Properties” which revealed suspected malpractice of estate agents. The Estate Agents
Authority (“EAA”) is concerned about the issue and would like to remind licensees that they must comply
with all the guidelines issued by the EAA. The EAA is considering issuing new guidelines to enhance the
corporate governance of estate agency companies.

Do not offer loans to prospective purchasers

According to the Practice Circular on the subject of First Sale Of Residential Properties (No. 13-04(CR)),
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 deposit on the spot, whether in order
to persuade a prospective purchaser to sign a Provisional Agreement for Sale and Purchase, or for any
other purpose, and even if a prospective purchaser requests licensees to do so.

The above requirement enables prospective purchasers to think carefully before making any purchase
decision. It is beneficial to both the estate agents and the consumers as it could reduce disputes due to
purchasers’ subsequent regret over their purchase decision or due to substantial monetary loss (such as
forfeiture of their deposit) and prevents them from making impulsive purchase which they may not be able
to afford.

Must debit the prospective purchaser’s credit card on the same day

Licensees should note that if a prospective purchaser does not have a cashier order to participate in
the lot drawing for purchasing the property and thus requests the estate agency company to offer him a
cashier order in return for his payment of the same amount of money to the estate agency company by
credit card, licensees must not express to the prospective purchaser that they will not debit the latter’s
credit card. On the contrary, licensees should debit the prospective purchaser’s credit card on the same
day after accepting the credit card payment. Otherwise, it might be construed that the licensee has
offered a loan to a prospective purchaser and thus might violate the EAA’s guidelines.

Declare when submitting registration of intent

The EAA has recently met with representatives of a concerned group and discussed the issue of licensees
who are involved in the sales of the first-hand residential properties, and at the same time submit
registration of intent of purchasing such properties themselves. The EAA understands that licensees may
submit registration of intent if they themselves are interested in buying that property, but nevertheless it
may give people an impression that there may be a possible conflict of interest if that licensee works for
an estate agency company which is also involved in the sale of such property.

According to the Practice Circular (No. 08-03(CR)) issued by the EAA, licensees are under a duty to avoid
conflict of interest and they must make a disclosure of interests in the property concerned to their clients.
Therefore, based on the same principle and also in a bid to enhancing the corporate governance of estate
agency companies, the EAA is currently studying on requiring licensees who are involved in the sales of
first-hand residential properties, and who at the same time submit registration of intent themselves to
make a declaration. However, details and the feasibility of such a requirement are pending for discussion
at the EAA’s Practice and Examination Committee before any conclusion could be reached. In fact, the
EAA had conveyed such a proposal at the liaison meeting with estate agency trade representatives on
6 January 2015 and the trade representatives were supportive of the proposed requirement generally. The
EAA will announce details of such requirement upon confirmation in due course.

Last but not the least, the EAA would like to remind licensees again that they may be subject to
disciplinary actions by the EAA if they fail to comply with the guidelines set out in the Practice Circular on
first sale of residential properties. The most severe sanction will be licence revocation. Also, contravention
of the Residential Properties (First-hand Sales) Ordinance is a criminal offence and is liable to a maximum
penalty of a fine of $5,000,000 and imprisonment for seven years. Licensees should read the related
Practice Circular and the full version of the Residential Properties (First-hand Sales) Ordinance carefully for
a better understanding of and compliance with the requirements.



