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Giving an assurance on the amount of mortgage loan

that could be obtained
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Introduction

Licensees must not give any assurances to clients that a certain amount
of mortgage loan or terms could be successfully obtained. They should
advise prospective purchasers to make enquiries directly with the banks
or finance institutions concerned. Otherwise, they may be disciplined by
the EAA.

Incident

A salesperson arranged for a prospective purchaser to inspect a first-hand
residential property. The prospective purchaser said the price was too high
to afford. The salesperson then told her that she could obtain a mortgage
loan of 80% of the property price through a designated mortgage services
company. Relying on this statement by the salesperson, the prospective
purchaser decided to purchase the property.

After entering into the Provisional Agreement for Sale and Purchase
("PASP"), the purchaser contacted the mortgage services company to
apply for a mortgage loan. However, the company informed her that
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she could only obtain a loan of 50% of the property price unless she
could provide another property for refinancing. Being unable to get the
mortgage loan, she cancelled the transaction and lodged a complaint
with the EAA.

Result

The EAA Disciplinary Committee was of the view that before arranging
for the purchaser to sign the PASP, the salesperson should not have made
any statement to assure the purchaser that she could successfully obtain a
mortgage loan to finance her purchase.

Hence, he failed to comply with the guidelines set out in Practice Circular
No. 13-04(CR) and thus was in breach of paragraph 3.2.1 of the Code of
Ethics which stipulates: “Estate agents and salespersons should be fully
conversant with the Estate Agents Ordinance, 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.”

Having considered the nature and gravity of the case, and the disciplinary
record of the salesperson, the Committee decided to reprimand him, and
imposed on him a fine of $7,000.
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Professional estate agents should be accountable to their
clients and provide them with accurate property information.
If a purchaser needs to apply for a mortgage loan, estate
agents should advise him/her to make inquiries from the bank
before making a purchase decision. In this case, the purchaser
lost her deposit due to the false information provided by the
practitioner. In fact, as different mortgage plans may have
different approval requirements, estate agents should remind
their clients to seek professional advice.
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Issuance of misleading advertisements
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Introduction

When issuing property advertisements, estate agency companies must not
include any statements or material particulars that are false or misleading.
Otherwise, they may be subject to disciplinary action by the EAA.

Incident

During a compliance inspection, an estate agency company was requested
by the EAA to provide the prescribed information of a residential property
being advertised in its shop window. The signed Estate Agency Agreement
(Form 5) revealed that the landlord of the property had appointed the
company for leasing only. However, the advertisement included wording
such as “$8.99 million”, which might mislead consumers to think that the
property was for sale.

Result

The EAA Disciplinary Committee was of the view that the estate agency
company issued an advertisement which included statements or material
particulars that were false or misleading. Hence, the company was in
breach of section 9(1) of the Estate Agents Practice (General Duties and
Hong Kong Residential Properties) Regulation.

Having considered the nature and gravity of the case and the disciplinary
record of the estate agency company, the Committee decided to
reprimand the estate agency company and impose a fine of $38,000.
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Professional estate agents should act according to clients’ instructions
and fill in the estate agency agreements properly. They should also
verify the accuracy of all relevant information before issuing property
advertisements. In addition, estate agents should thoroughly prepare

the key property information for their clients and for any EAA
inspection, and never make any false or misleading representations.



