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Advertising in relation to its estate agency business with misleading
information
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An estate agency company must not put up an advertisement in
relation to its estate agency business with misleading information.
Otherwise, it may be disciplined by the EAA.
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An estate agency company published an advertisement in a
newspaper stating that it acted for a developer in its acquisition of
a number of blocks on a specific street. However, the wording of the
advertisement also mentioned some other blocks which caused a
misleading impression to the public that the estate agency company
had helped the developer to successfully acquire those blocks, which
was not true. As some owners of these blocks did not engage the
estate agency company concerned to sell their properties, annoyances
were caused to these owners by the misleading advertisement, and
thus they lodged a complaint to the EAA.
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The EAA Disciplinary Committee was of the view that the estate agency
company published an advertisement which contained misleading
information and had caused confusion to members of the public. Hence,
it was in breach of paragraph 3.7.2 of the Code of Ethics, which stipulates:

“estate agents and salespersons should avoid any practice which may
bring discredit and/or disrepute to the estate agency trade.”

Having considered the nature and gravity of the case, and the disciplinary
record of the estate agency company, the Committee decided to
reprimand it and impose a fine of $15,000.
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As consumer rights are getting stronger, a professional estate agent should
be extremely prudent when obtaining property information and issuing

EERSE advertisements. As well as conducting the relevant due diligence, they must ensure
WEREEEGES the information in the advertisements is accurate and not misleading or false in

Mr Daniel Wong
President of Estate Agents
Management Association

order to protect the purchaser and the landlord from suffering any losses.
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Offering loan to prospective purchaser of first-hand property

5IE

Introduction

FEAEEABRATHABE-FEEY
EWEERREHANREHRERER  BRIB
HREREERLEED °

S4B

Licensees must not offer or make loans to a prospective purchaser of
first-hand residential properties under any circumstances. Otherwise,
they may be subject to disciplinary action by the EAA.

Incident
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An estate agent arranged for a prospective purchaser to view a show
flat of a first-hand residential development. After the inspection,
the prospective purchaser was persuaded by the estate agent to
purchase the property and she finally signed a provisional agreement
for sale and purchase. However, after paying $100,000 with her credit
card as part of the deposit, the prospective purchaser realised that
the handling charges of her credit card company was too high and
she decided to pay the remaining deposit of $600,000 by cheque.

As the prospective purchaser could not obtain her own cheque book
before the first-sale site closed, the estate agent then offered her a
cheque issued by the estate agency company to pay the remaining
deposit to the developer, and in return the prospective purchaser
was asked to repay them with her own cheque the next morning.
However, later that night, the
prospective purchaser changed
her mind and decided to cancel
the deal due to the heavy stamp
duty, and her deposit of $100,000
was forfeited. She blamed the
estate agent for over-persuading
her to make the wrong purchase
decision and lodged a complaint
to the EAA.
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The EAA Disciplinary Committee found that the estate agent and
the estate agency company he worked for failed to comply with the
guidelines set out in the Practice Circular No. 13-04 (CR), which states that
licensees must not offer or make loans to a prospective purchaser. Hence,
they were in breach of paragraph 3.2.1 of the Code of Ethics which states
that “Estate agents and salespersons should be fully conversant with the
EAQ, its subsidiary legislation, this 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” . In addition, the estate agency also
violated section 15 of the Estate Agents Practice (General Duties and Hong
Kong Residential Properties) Regulation as it failed to establish proper
procedures and systems to ensure that employees or persons under its
control comply with the Estate Agents Ordinance.

Having considered the nature and gravity of the case and the disciplinary
record of the estate agency company, the Committee decided to
reprimand the company and impose a fine of $150,000. The estate
agent concerned was reprimanded and fined $30,000. His licence
was also suspended for six weeks and a condition was attached to his
licence requiring him to obtain 12 points under the EAA’s Continuing
Professional Development Scheme in 12 months.
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Mr Paul Lee

Chairman of Hong Kong Property
Agencies Association
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Practitioners must comply with the EAA guideline that they must not offer loans to
clients. Under the circumstances of this case, the estate agent could have suggested
to the prospective purchaser that if she could not obtain her own cheque book
before the first-sale site closed she could try to contact her friends or relatives to
see if they could help her with a cheque. Under no circumstances should the estate
agent offer a loan to his client. In addition, the estate agency company should have
set up effective monitoring measures to remind and ensure that its frontline staff
comply with the relevant guidelines.
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