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DISCIPLINARY HEARING CASE:
FAILING TO HONOUR PROMISE OF CASH REBATE
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INTRODUCTION

Licensees should fulfill the incentives they promised to offer to
prospective purchasers when handling first-hand residential
property transactions. Otherwise, they may be subject to
disciplinary action by the EAA.

INCIDENT

Two salespersons arranged an inspection to a show flat of a first-
hand residential property for a prospective purchaser. During the
visit, the prospective purchaser asked how much cash rebate
could be offered to her if she bought the property through the
salespersons. They promised to offer her 2% of the property price
as cash rebate and to offer same ratio of the rebate to her relatives if
they purchase the property through them.

Owing to the aforementioned promise, the purchaser and her
relatives submitted registrations of intent for that new development
through the estate agency company for which these two
salespersons worked and signed the Provisional Agreement for
Sale and Purchase respectively for four units of the development.

Later on, the two salespersons informed the purchaser that they
could only offer 1.5% of the property price as cash rebate. Thus,
the purchaser and her relatives refused to sign the confirmation
letter of rebate and lodged a complaint with the EAA.

RESULT

The EAA Disciplinary Committee found that the two salespersons
had failed to comply with the guidelines set out in Practice Circular
13-04(CR), which stipulates that licensees must set out in writing
any incentives, including any gifts, discounts or rebates, that they
have offered to prospective purchasers, and stipulate clearly the
terms and format of the incentives so offered. They also brought
discredit and disrepute to the estate agency trade and thus they
were in breach of paragraph 3.7.2 of the Code of Ethics.
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Having considered the behaviour of the salespersons and the
amount of money involved, the Disciplinary Committee decided
to reprimand them and fine them $15,000 respectively. Their
licences were suspended for two months and they were required
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COMMENT FROM TRADE

In order to avoid similar cases, estate agents should set out in writing any
incentives or rebates they promised to offer and sign the document with
prospective purchasers. Moreover, the amount of commission rebate that
estate agents and consumers negotiate should be reasonable, so that the
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trade will have a better and healthy development.
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DISCIPLINARY HEARING CASE:

PROVIDING LOANS TO POTENTIAL PURCHASERS

OF FIRST-HAND RESIDENTIAL PROPERTIES
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INTRODUCTION

Licensees must not offer or make loans to any potential
purchasers of first-hand residential properties. Otherwise, they
may be subject to disciplinary action by the EAA.

INCIDENT

An estate agent and a salesperson arranged for a potential
purchaser to enter into a Provisional Agreement of Sale
and Purchase for a first-hand residential property. As the
prospective purchaser did not have sufficient money for the
initial deposit on the spot, the estate agent and the salesperson
offered him six cheques amounting to $1,172,500 for the
deposit, which said cheques were issued by the estate agency
company that the estate agent and the salesperson worked for.
However, the next day the purchaser did not repay the deposit
money to the estate agency company.
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After receiving a report on the case, the EAA conducted an
investigation. The EAA Disciplinary Committee was of the view
that the two licensees had failed to comply with the guidelines set
out in Practice Circular 13-04(CR), which stipulates that 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 of Sale and Purchase, or for any other purpose, and
even if a prospective purchaser requests licensees to do so.

In addition, the estate agency company that employed the two
licensees failed to establish proper procedures or systems to
supervise and manage its business in order to ensure its employees
comply with the provisions of the Estate Agents Ordinance, and
its subsidiary legislation, the Code of Ethics, practice circulars and
guidelines issued from time to time by the EAA. Thus, it was in
breach of section 15 of the Estate Agents Practice (General Duties
and Hong Kong Residential Properties) Regulation.

RESULT

Having considered the nature and gravity of the case and the
disciplinary record of the two licensees, the Disciplinary Committee
decided to reprimand them and fine them $13,000 respectively.
Their licences were suspended for seven days and a condition was
attached to their licences requiring them to obtain 12 points in the
core subjects of the CPD Scheme in 12 months. The estate agency
company was also reprimanded and fined $50,000.
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COMMENT FROM TRADE

Consumers rely very much on the professional advice and service from estate agents
during property transactions. Estate agents should have a better understanding on
the financial condition of their clients when introducing properties to them, and advise
them to obtain more information from banks on the mortgage plans.

Should the clients are in doubt of their financial ability, estate agents should advise
them to seek professional advice from banks and lawyers before entering into any
Agreements for Sale and Purchase.




