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DISCIPLINARY HEARING CASE:
FAILING TO DISCLOSE A CONFLICT OF INTEREST
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INTRODUCTION

Licensees should make a full disclosure of any conflict of
interest to their clients in relation to the properties they handle.
Otherwise, they may be subject to disciplinary action by the EAA.

INCIDENT

Two estate agents were appointed by a vendor of a shop
property and arranged for the vendor to sign a Provisional
Agreement for Sale and Purchase with a purchaser. The
purchaser was a limited company which was beneficially owned
and actually controlled by the two estate agents, despite the fact
that the sole director of the limited company was the niece of one
of the estate agents. However, the vendor was not informed of
this. Shortly after, the property was resold to another purchaser
through another agent of the same estate agency company at
the price of $4,500,000 on top of the original purchase price. The
vendor discovered the identity of the estate agent’ s niece and
the resale. Feeling deceived, he claimed compensation against
both agents and lodged a complaint with the EAA.

RESULT

The EAA Disciplinary Committee was of the view that the
two estate agents failed to disclose the conflict of interest in
the property transaction. They were in breach of paragraph
3.7.2 of the Code of Ethics, which provides: “estate agents
and salespersons should avoid any practice which may bring
discredit and/or disrepute to the estate agency trade”.

Having considered the nature of the case and the amount of
money involved, the Disciplinary Committee reprimanded the
two estate agents, suspended their licences for six months, and
required them to obtain 24 points in the core subjects of the CPD
Scheme in 24 months.

Regarding the compensation claim by the vendor in a civil
litigation against the two estate agents, the High Court decided
that the two estate agents were liable to pay compensation to the
vendor of the property.
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COMMENT FROM TRADE

A professional estate agent should fully disclose to his/her client any
conflict of interests in relation to the property handled by him/her.
Licensees should provide the vendor with the identity of the prospective
purchaser and disclose in details their relationship with the prospective
purchaser. Besides, licensees may consider conducting a property
valuation by surveyors or banks, or checking the transaction record of
similar properties. Such information can be provided to the vendor as
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DISCIPLINARY HEARING CASE: FAILING TO VERIFY
THE “CERTIFICATE OF ELIGIBILITY TO PURCHASE”

3=

5 he A AR FE AR 3 2 5 RO 7125 -
BEREERNERE —MIENE
MERXSRENEEXHRES
W DA AR T RS -

FHEIE
—EEEL IR GELBER
EE_mBmE L o paEE
ERRETRERBERAN (B
B AREETRNEREER
EREENN [BEALERE]
VEEROTERTZEE -

R > REXBHRBEMREE
BEXRARENEHBEAREHS S
B [EEREABFE _MI5EE
BEREAS] Y NERANBEZ
ME - BRETBUHARRS @ 2
M B ZIE B ST HR] & M E A
BE ZEXBMEEMLHRE
RrIWMAOK - RO LPABEERDK
HE  ilEERRANZXED
2B |[BEERBHE ] RER
BREZXHEZEZH °

INTRODUCTION

Licensees should protect and promote the interests of their
clients, including verifying the validity of the documents
required in the transaction of flats under the Home Ownership
Scheme (“HOS") Secondary Market. Otherwise, they may be
subject to disciplinary action by the EAA.

INCIDENT

A HOS home owner appointed a salesperson to list his
property for sale in the HOS Secondary Market. Before
arranging for the vendor to enter into the Provisional
Agreement for Sale and Purchase (“PASP”), the salesperson
told the vendor that he had verified that the purchaser had a
“Certificate of Eligibility to Purchase” (“CEP”) and he then
gave the vendor the deposit paid by the purchaser.

However, the vendor was informed by the salesperson later
that the CEP held by the purchaser was issued by the Hong
Kong Housing Society for the Flat-for-Sale Scheme and it
was not applicable for purchasing his property. As a result,
the vendor cancelled the transaction, but the purchaser
commenced a civil action to claim for the deposit as well as
other compensation against the vendor. The salesperson
explained that all the information on the PASP had been
filled in when he arranged for the vendor to enter into the
agreement and he believed that the salesperson appointed by
the purchaser had verified the CEP beforehand. Thus, he did
not ask for the CEP to be verified.
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COMMENT FROM TRADE

Estate Agents Ordinance, its subsidiary legislations and the Code
of Ethics have provided clear guidelines on the points-to-note
for practitioners when handling residential property transactions.
Practitioners should follow such guidelines to protect both the vendor
and purchaser. The salesperson in the case is not conversant with the
procedures. Though he only acted for the vendor, he failed to verify the
CEP. One of the most important duties of a professional estate agent is
to protect the interest of his/her clients.
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