(EAQE)
Sample Questions with Answers and Explanation
Notes :
1. All references to:
(a) “Hong Kong” shall mean the Hong Kong Special Administrative Region
(“HKSAR”).
(b)
(c)
(d)
(e)
(f)
(g)
(h)

“Government” shall mean The Government of the HKSAR.
the “Code of Ethics” shall mean the Code of Ethics issued by the Estate
Agents Authority.
the “Practice Circular” shall mean the practice circulars issued by the Estate
Agents Authority.
the “Licensing Regulation” shall mean the Estate Agents (Licensing)
Regulation.
the “Practice Regulation” shall mean the Estate Agents Practice (General
Duties and Hong Kong Residential Properties) Regulation.
a gender shall include the opposite and the neuter gender.
the singular shall include the plural and vice versa.

2. Unless otherwise stated:
(a) the Estate Agents Ordinance and its subsidiary legislation shall apply to all
questions.
(b)
(c)
(d)

(e)

“estate agent”, “licensee” and “salesperson” shall mean a person holding a
relevant licence under the Estate Agents Ordinance.
a “land search” refers to the land register of a property in the Land Registry.
“Property Information Form (Form 1)” and “Leasing Information Form
(Form 2)” refer to the corresponding forms prescribed in the Practice
Regulation.
“Estate Agency Agreement (Form 3)”, “Estate Agency Agreement (Form 4)”,
“Estate Agency Agreement (Form 5)” and “Estate Agency Agreement (Form
6)” refer to the corresponding agreements prescribed in the Practice
Regulation.

1.

Raymond is an estate agent and the sole proprietor of XYZ Estate Agency. From
time to time, he receives moneys for, or on account of clients in the course of his
estate agency business. With regard to the receipt of such moneys, which of the
following are among the requirements that Raymond is required to comply with
under the Estate Agents Ordinance and the Practice Regulation?
(i)
(ii)
(iii)
(iv)
(v)

A.
B.
C.
D.
E.

To deposit the moneys into a trust account maintained at an
authorized institution for the benefit of the client.
To use the moneys to pay the client concerned.
To use the moneys for making a payment in accordance with, and
pursuant to, the client’s prior written instructions.
To issue a written receipt to the client within fourteen days of
receipt of the moneys.
To retain a copy of the receipt for the moneys received for not less
than three years after it is issued.

(i) and (iv) only
(iii) and (v) only
(ii), (iii) and (iv) only
(i), (ii), (iii) and (v) only
(i), (ii), (iii), (iv) and (v)

Explanation:
Section 43(2)(b) of the Estate Agents Ordinance states: ”where the moneys are so
received for or on account of a client of the estate agent, the person referred to in
paragraph (a) (i.e. the person receiving the money) shall forthwith pay such
moneys, or cause them to be paid, either to the estate agent or to an account
maintained by that agent pursuant to the requirements of regulations under section
37 (i.e. a separate account at a bank for the benefit of the client all or any
prescribed class or description of the moneys received for or on account of a
client).” Furthermore, section 12(3) of the Practice Regulation states: “A licensed
estate agent shall deposit all moneys received or held for or on account of a client
in a trust account maintained at an authorized institution”. Therefore, option (i) is
correct.
Section 43(3)(c) of the the Estate Agents Ordinance also provides: “where moneys
are kept on deposit by an estate agent pursuant to the requirements of regulations
under section 37, the estate agent shall… use the moneys or any part thereof for,
and only for, the following purposes:-

(i) the making of payments to the client concerned; or
(ii) the making of other payments if, and only if, any such payment is made
pursuant to and in accordance with such client’s prior written instructions
regarding that payment”.
Hence options (ii) and (iii) are also correct.
Furthermore, section 12(2)(a) of the Practice Regulation provides: “A licensed
estate agent shall issue a written receipt to a client immediately for any moneys
received”. Therefore, Option (iv) is incorrect because the receipt must be issued
immediately but not within the period of fourteen days.
Finally, section 12(2)(b) of the Practice Regulation states: “A licensed estate agent
shall retain a copy of the receipt for not less than 3 years after it is issued”.
Therefore, option (v) is correct.
In light of the above, the correct answer is D.

2.

Alan is the sole proprietor and manager of the main office of ABC Estate Agency.
He is about to open a new branch office. Alan will continue to be the manager for
the effective and separate control of the business of the main office. He has to
appoint a manager for the new branch office. Beatrice and Cathy, both licensed
salespersons, have worked for ABC Estate Agency for five and ten years
respectively. Doreen, a licensed estate agent, has worked for ABC Estate Agency
for only one year. In the above situation and in order to comply with the
requirements of the Estate Agents Ordinance, who may be appointed as the
manager for the effective and separate control of the business of the new branch
office in compliance with the Estate Agents Ordinance?
(i)
(ii)
(iii)
(iv)
A.
B.
C.
D.
E.

Alan
Beatrice
Cathy
Doreen

(i) only
(iv) only
(i) and (iv) only
(ii) and (iii) only
(i), (ii) and (iii) only

Explanation:
Section 38(1)(a) of the Estate Agents Ordinance provides: “a licensed estate agent
shall ensure that his business at every one of his other offices, if any (whether such
other offices are referred to as branch offices, sub-offices or otherwise), is under
the effective and separate control of a manager appointed by him”. Since Alan will
continue to be the manager of the main office, he cannot be appointed as the
manager of the new branch office at the same time. Hence, option (i) is not correct.
Section 38(1)(a) of the Estate Agents Ordinance further provides that a person
appointed as the manager for the effective and separate control of the branch office
needs to be an individual and is the holder of an estate agent’s licence. As Beatrice
and Cathy are not holders of an estate agent’s licence, they are not eligible to be
appointed as the manager for the effective and separate control of the business of
the new branch office in compliance with the Estate Agents Ordinance. Therefore,
options (ii) and (iii) are incorrect.
Since Doreen is a licensed estate agent, she is eligible to be appointed as the

manager for the effective and separate control of the business of the new branch
office in compliance with the Estate Agents Ordinance. Therefore, option (iv) is
correct.
In light of the above, only option (iv) is correct and therefore the answer is B.

3.

If a complaint against a licensee is well-founded, which of the following are the
powers under the Estate Agents Ordinance that the Estate Agents Authority may
exercise against the licensee concerned?
(i)
(ii)
(iii)
(iv)
(v)
A.
B.
C.
D.
E.

Admonish or reprimand the licensee.
Impose a fine of $100,000 on the licensee.
Suspend the licence of the licensee for three years.
Revoke the licence of the licensee.
Attach conditions to the licence of the licensee.

(i), (iii) and (iv) only
(i), (ii), (iii) and (v) only
(i), (ii), (iv) and (v) only
(ii), (iii), (iv) and (v) only
(i), (ii), (iii), (iv) and (v)

Explanation:
Section 30(1) of the Estate Agents Ordinance provides that where the Estate
Agents Authority or, as the case may be, the disciplinary committee is satisfied
that a complaint is well-founded, the Estate Agents Authority or, where
appropriate, the disciplinary committee may exercise such of the following powers
as it considers appropriate –
“ (i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)

admonish or reprimand the licensee concerned;
attach specified conditions to the licence concerned;
vary any condition already attached to such licence;
suspend such licence for a specified period not exceeding 2 years;
revoke such licence ;
impose a fine of a specified amount not exceeding $300000;
make such order as it thinks fit with regard to the payment of any 1 or
more of the following, namely, the whole or part of its costs regarding the
proceedings, or, where a recommendation referred to in paragraph (a) is
made, the whole or part of the costs of the investigator by whom the
recommendation was made, or the whole or part of the costs of a
complainant under section 29 or of the licensee concerned.”

Options (i), (ii), (iv) & (v) correspond respectively to sections 30(1)(i), (vi), (v)
and (ii) of the Estate Agents Ordinance and are therefore correct. Option (iii) is
incorrect because under section 30(1)(iv), the Estate Agents Authority may only

suspend the licence of the licensee for a period not exceeding 2 years.
Therefore, the answer is C.

4.

In an investigation conducted by the investigator appointed by the Estate Agents
Authority under Section 28 of the Estate Agents Ordinance, which of the following
are the obligations of the licensee under investigation?
(i)

(ii)
(iii)
(iv)

A.
B.
C.
D.
E.

If reasonably required by the investigator, to produce to the
investigator records which the investigator considers to be relevant
to the investigation.
To allow the investigator to search his residence at reasonable
hours.
If reasonably required by the investigator, to explain a document
which he has produced to the investigator.
To pay reasonable costs and expenses of the investigation to the
Estate Agents Authority upon its demand.

(i) and (ii) only
(i) and (iii) only
(iii) and (iv) only
(ii), (iii) and (iv) only
(i), (ii), (iii) and (iv)

Explanation:
Section 28(5)(a) of the Estate Agents Ordinance provides that the licensee shall, “if
reasonably required by the investigator, produce to the investigator, within such
time and at such place as he may reasonably require, any record or other document
specified by the investigator or any record or other document which is of a class or
description so specified, which, in the investigator’s opinion in either case, is, or
may be, relevant to the investigation, and which is in his possession or under his
control”. Hence, option (i) is correct.
Option (ii) is not a requirement under the Estate Agents Ordinance, hence it is not
correct.
Section 28(5)(b) of the Estate Agents Ordinance provides that the licensee shall, “if
reasonably required by the investigator, give to him such explanation or further
particulars in respect of a record or other document produced in compliance with a
requirement under paragraph (a) as the investigator shall specify”. Hence, option
(iii) is correct.
Section 28(8)(a) of the Estate Agents Ordinance states: “Where the licensee under
investigation or any other person is convicted by a court or magistrate on a

prosecution instituted as a result of an investigation under this section, the court or
magistrate may order him to pay to the Authority the whole or part of the costs or
expenses of the investigation”. Only the court or magistrate, not the Estate Agents
Authority, may order the licensee who is convicted as a result of an investigation to
pay to the Estate Agents Authority the whole or part of the costs or expenses of the
investigation. Option (iv) is therefore incorrect.
In light of the above, the answer is B.

5.

Under the Estate Agents Ordinance, which of the following are among the factors
that the Estate Agents Authority must have regard to in determining whether a
person is “a fit and proper person” to hold an estate agent’s licence (individual) or a
salesperson’s licence?
(i)
(ii)
(iii)
(iv)

A.
B.
C.
D.
E.

The person is an undischarged bankrupt.
The person is a mentally disordered person within the meaning of
the Mental Health Ordinance.
The person has relevant work experience.
The person was convicted in Hong Kong or elsewhere of an
offence which involved the person acting fraudulently, corruptly
or dishonestly.

(i) and (ii) only
(i), (ii) and (iv) only
(i), (iii) and (iv) only
(ii), (iii) and (iv) only
(i), (ii), (iii) and (iv)

Explanation:
Sections 19(2) and 21(3) of the Estate Agents Ordinance state that, in determining
whether a person is fit and proper for the purpose of holding an estate agent’s
licence (individual) or a salesperson’s licence, the Estate Agents Authority shall
have regard to the following factors:
“ (a)

(b)

(c)

(d)

the fact that the person is an undischarged bankrupt, or has, within the
5 years immediately prior to the day on which the Authority considers,
or, where appropriate, begins to consider the matter, made a
composition or scheme of arrangement with his creditors;
the fact that the person is a director or officer of a company which is
for the time being disqualified under this Ordinance for holding a
licence, or was a director or officer of that company at the date when
the company was so disqualified;
the fact that the person is a mentally disordered person or a patient
within, in either case, the meaning of section 2 of the Mental Health
Ordinance (Cap. 136);
any conviction, whether in Hong Kong or elsewhere, of the person for
any offence (other than an offence under this Ordinance), being a
conviction as regards which it was necessary to find that the person
acted fraudulently, corruptly or dishonestly; and

(e)

any conviction of the person under this Ordinance in respect of which
he has been sentenced to imprisonment, whether the sentence is
suspended or not.”

Options (i), (ii) and (iv) are respectively in line with subsections (a), (c) and (d) of
sections 19(2) and 21(3) of the Estate Agents Ordinance. In light of the above, only
options (i), (ii) and (iv) are correct and the answer is therefore B.

6.

To expand its business, Good View Estate Agency Limited (“Good View”) opened
a new branch office. It appointed Mr. Chan as the manager for the effective and
separate control of the business of that branch office in compliance with the Estate
Agents Ordinance. Under the Estate Agents Ordinance, which of the following are
the requirements that Good View is required to comply with in relation to the
establishment of the new branch office and the appointment of Mr. Chan as the
manager of the new branch office?
(i)
(ii)
(iii)

(iv)

A.
B.
C.
D.
E.

Apply for a statement of particulars of business for the new branch
office.
Notify the Estate Agents Authority of the opening of the new
branch office within 31 days of opening the new branch office.
Notify the Estate Agents Authority of the appointment of Mr.
Chan as the manager of the new branch office within 31 days of
the appointment.
Arrange for each of the directors of Good View to apply for an
estate agent’s licence.

(i) and (ii) only
(i) and (iii) only
(ii) and (iv) only
(ii), (iii) and (iv) only
(i), (ii), (iii) and (iv)

Explanation:
Section 10 of the Licensing Regulation stipulates that a licensed estate agent is
required to apply for a statement of particulars of business (“SPOB”) before
operating an estate agency business at a particular place of business using a
particular business name. Therefore, a licensed estate agent carrying on estate
agency business at two different places using a particular business name is
required to apply for two SPOBs. Hence, option (i) is correct.
Under section 40 of the Estate Agents Ordinance, licensees are required to notify
the Estate Agents Authority of certain events which include (inter alia) notifying
the Authority within 31 days of appointing or terminating the appointment of a
manager (appointed under section 38). However, they are not required to notify
the Estate Agents Authority of the opening of a new branch office. Hence, option
(ii) is incorrect and option (iii) is correct.

Under section 20 of the Estate Agents Ordinance and section 8 of the Licensing
Regulation, a company shall not be eligible to be granted or to hold or continue to
hold an estate agent’s licence unless the company has at least one director holding
a valid estate agent’s licence and each of its directors who is engaged in its
business as an estate agent is, a licensed estate agent. However, there is no
requirement that each of its directors (including those who are not engaged in the
business as an estate agent) has to apply for an estate agent’s licence. Hence,
option (iv) is not correct.
In light of the above, only options (i) and (iii) are correct and the answer is
therefore B.

7.

Under the Licensing Regulation, a holder of an estate agent’s licence who operates
an estate agency business is required to state which of the following information in
a letter issued by him or on his behalf?
(i)
(ii)
(iii)
(iv)

A.
B.
C.
D.
E.

the number of his licence or the relevant statement of particulars of
business
the business name as stated in the relevant statement of particulars
of business
the address as stated in the relevant business registration certificate
the place of business as stated in the relevant statement of
particulars of business

(ii) and (iii) only
(iii) and (iv) only
(i), (ii) and (iv) only
(i), (iii) and (iv) only
(i), (ii), (iii) and (iv)

Explanation:
Under Section 14(1)(b) of the Licensing Regulation, every holder of an estate
agent’s licence is required to state clearly and conspicuously on any letter, account,
receipt, pamphlet, brochure and other document issued by him or on his behalf the
following:
(i)
(ii)
(iii)

the number of his licence or the relevant statement of particulars of
business;
the business name as stated in the relevant statement of particulars of
business; and
the place of business as stated in the relevant statement of particulars of
business.

There is no requirement that a licensed estate agent has to state his address stated
in the relevant business registration certificate on any letter or document issued by
him or on his behalf. Hence, options (i), (ii) and (iv) are correct and the answer is
therefore C.

8.

According to the Practice Circular regarding the conduct in promotional activities
and the provision of property information for the first sale of residential properties,
which of the following is/are the proper practice(s) that licensees must follow when
incentives are offered to prospective purchasers?
(i)

(ii)
(iii)

A.
B.
C.
D.
E.

Set out in writing any promise of incentives, including any gifts,
discounts or rebates that has been made to prospective purchasers,
and stipulate clearly the terms and format of the incentives.
Advise prospective purchasers not to reveal to the vendor the offer
of incentives.
Inform prospective purchasers of the details of any incentives
which may be offered to purchasers and state clearly whether the
incentives are offered by the vendor or their estate agency
companies.

(i) only
(i) and (ii) only
(i) and (iii) only
(ii) and (iii) only
(i), (ii) and (iii)

Explanation:
Paragraph 33 of the relevant Practice Circular (No. 13-04(CR)) states: “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”. Hence, option (i) is correct.
Paragraph 32 of the said Practice Circular also states: “Licensees must inform
prospective purchasers of the details of any incentives which may be offered to
purchasers and state clearly whether the incentives are offered by the vendor or
their estate agency companies”. Hence, option (iii) is correct.
Option (ii) is not one of the requirements under the relevant Practice Circular.
Hence option (ii) is incorrect.
As only options (i) and (iii) are correct, the answer is therefore C.

9.

An estate agent persuades his purchaser client to buy a property owned by a
company. The estate agent is a major shareholder of the company. He deliberately
conceals this fact from his client. The estate agent may have breached which of the
following provisions of the Code of Ethics?
(i)
(ii)
(iii)
(iv)

A.
B.
C.
D.
E.

Exercise due care and due diligence in fulfilling duties.
Disclose any pecuniary or other beneficial interests in relation to
the property to all parties concerned.
Carry out the client’s instructions in accordance with the estate
agency agreement.
Act in an impartial and just manner to all parties concerned in the
transaction.

(i) and (ii) only
(ii) and (iii) only
(ii) and (iv) only
(i), (iii) and (iv) only
(ii), (iii) and (iv) only

Explanation:
In this case, the licensee failed to disclose to the purchaser his relationship with the
vendor. The licensee thus failed to comply with paragraph 3.6.2 of the Code of
Ethics which states:” Estate agents and salespersons shall, in the event of possible
or potential conflict of interest (such as representing both the vendor and the
purchaser), disclose to their clients that they are so acting. Any pecuniary or other
beneficial interests in relation to the property shall be disclosed fully to all parties
concerned”. Hence, option (ii) is correct.
Under common law, an agent owes a fiduciary duty to his client. Since the agency
relationship is one of trust and confidence, the agent must not allow any personal
interest (including the interest of the agent himself or that of his close relatives) to
conflict with his duties to the client.
Where any potential conflict arises, the agent should make a full disclosure to the
client of all the relevant facts, so as to give the latter an opportunity to decide
whether to continue with the proposed transaction or with the appointment of the
agent. However, the licensee deliberately concealed this fact from his client and
allowed his personal interest to conflict with his duties to the client, such act can
also be considered as a breach of paragraph 3.4.1 of the Code of Ethics which

states: “Estate agents and salespersons, in engaging and accepting an appointment
as an agent, should protect and promote the interests of their clients, carry out the
instructions of their clients in accordance with the estate agency agreement and act
in an impartial and just manner to all parties involved in the transaction”. Hence,
option (iv) is correct.
However, the conduct of the estate agent concerned did not relate to the provisions
of the Code of Ethics set out in options (i) and (iii).
In light of the above, only options (ii) and (iv) are correct and the answer is
therefore C.

10. Which of the following acts of an estate agent may breach the Code of Ethics?
(i)

(ii)

(iii)
(iv)
A.
B.
C.
D.
E.

He informs his client that his estate agency firm can give the client a
cash rebate of $8,000 when he knows in fact that his estate agency
firm can only give a cash rebate of $4,000.
He passes his client’s name and telephone number to his brother
without the client’s consent to enable his brother to market interior
design services to the client.
He falsely advises his client that a rival agency is notorious for
dishonest practices.
He introduces a firm of solicitors to his client at the client’s request.

(i) and (ii) only
(ii) and (iii) only
(iii) and (iv) only
(i), (ii) and (iii) only
(ii), (iii) and (iv) only

Explanation:
The estate agent in option (i) lies to his client that his estate agency firm can give a
cash rebate of $8,000 when he knows in fact his firm can only offer a cash rebate
of $4,000. The estate agent therefore commits a breach of paragraph 3.3.1 of the
Code of Ethics which states: “Estate agents and salespersons shall, in the course of
business, provide services to clients with honesty, fidelity and integrity. They
should protect their clients against fraud, misrepresentation or any unethical
practices in connection with real estate transactions”.
In option (ii), the licensee uses personal data for other purposes without the prior
consent of his client. He is therefore in breach of the Data Protection Principle 3 of
the Personal Data (Privacy) Ordinance and fails to comply with paragraph 3.1.1 of
the Code of Ethics which states: “Estate agents and salespersons shall refrain from
activities during their practice which may infringe the law”.
As the estate agent in option (iii) makes remarks that are injurious or defamatory to
the reputation of another estate agent, the estate agent is therefore in breach of
Paragraph 3.7.1 of the Code of Ethics which states: “Estate agents and salespersons
shall not seek unfair advantage over, nor injure directly or indirectly the reputation
of, nor publicly disparage the business practice of other agencies”

No breach is found for the conduct of the estate agent in option (iv).
In light of the above, only options (i), (ii) and (iii) are correct and the answer is
therefore D.

11. An estate agent is required to disclose to his client any pecuniary or other
beneficial interest in the property concerned. This duty is stipulated in which of the
following?
(i)
(ii)
(iii)
(iv)
A.
B.
C.
D.
E.

Code of Ethics
Estate Agents Ordinance
Conveyancing and Property Ordinance
Unconscionable Contracts Ordinance

(i) and (ii) only
(i) and (iv) only
(ii) and (iii) only
(ii), (iii) and (iv) only
(i), (ii), (iii) and (iv)

Explanation:
Options (iii) and (iv), i.e. the Conveyancing and Property Ordinance and the
Unconscionable Contracts Ordinance, have nothing to do with estate agents’
conduct and practice. Hence, they are not the correct options.
However, section 36(1)(a)(vi) of the Estate Agents Ordinance stipulates that every
licensed estate agent shall disclose to a client full particulars of any pecuniary or
other beneficial interest which the agent has in the property concerned, together
with particulars of any benefit, including any commission or any interest of any
kind whatever in such property, whether monetary or otherwise, which will accrue
to the agent should the property be disposed of.
Furthermore, paragraph 3.6.2 of the Code of Ethics states: “Estate agents and
salespersons shall, in the event of possible or potential conflict of interest (such as
representing both the vendor and the purchaser), disclose to their clients that they
are so acting. Any pecuniary or other beneficial interests in relation to the property
shall be disclosed fully to all parties concerned.”
Hence, options (i) and (ii) are correct and the correct answer is A.

12. Sean decided to purchase a residential property. The estate agent who acts for him
also acts for the vendor. The property is subject to an “all moneys” mortgage.
Which of the following are the proper steps that the estate agent should take before
arranging for Sean to sign the provisional agreement for sale and purchase?
(i)
(ii)
(iii)
(iv)

(v)

A.
B.
C.
D.
E.

The estate agent should complete the Property Information Form
(Form 1).
The estate agent should enter into the Estate Agency Agreement
(Form 4) with Sean.
The estate agent should conduct a land search of the property.
The estate agent should check the “Owner Particulars” in the land
search to ascertain if the vendor is the registered owner of the
property.
The estate agent should advise Sean that the deposits be held by
the vendor’s solicitors as stakeholders.

(ii) and (iv) only
(iii) and (v) only
(i), (iii) and (iv) only
(ii), (iii), (iv) and (v) only
(i), (ii), (iii), (iv) and (v)

Explanation:
The estate agent acting for Sean should take the steps mentioned in options (i), (ii),
(iii), (iv) and (v) before arranging for Sean to sign the provisional agreement for
sale and purchase in order to comply with the relevant provisions of the Estate
Agents Ordinance (EAO), the Practice Regulation, the Code of Ethics and the
relevant Practice Circular as mentioned below:
(a)

Under section 36(1)(a)(i) of the Estate Agents Ordinance and section 3(1)
of the Practice Regulation, a licensed estate agent entering into an estate
agency agreement with the vendor of a residential property is required to
have in his possession or under his control property information prescribed
in the Property Information Form (Form 1). Hence, option (i) is correct.

(b)

According to section 6(2) of the EAO, “A licensed estate agent who acts
for a purchaser shall enter into an estate agency agreement with the
purchaser prior to (a) arranging an inspection of the residential property
concerned by the purchaser; or (b) signing an agreement for sale and

purchase or a lease of the property, whichever is the earlier”.
Furthermore, the appropriate estate agency agreement prescribed under the
Practice Regulation for use between an estate agent and a purchaser in the
purchase of residential properties in Hong Kong is the Estate Agency
Agreement (Form 4) (see Schedule of the Practice Regulation).
Hence, option (ii) which provides that “the estate agent should enter into
the Estate Agency Agreement (Form 4) with Sean” is a correct option.
(c)

Section 13(4) of the Practice Regulation provides that “a licensee acting
for the vendor of a residential property shall, immediately before an
agreement for sale and purchase or a lease of the property is entered into,
cause to be carried out a land search in the Land Registry in respect of the
property and supply a copy of the land search to the purchaser of the
property”. Hence, option (iii) which provides that “the estate agent should
conduct a land search of the property” is a correct option.

(d)

Section 13(3) of the Practice Regulation stipulates that a licensee shall, for
the purpose of avoiding the fraudulent misrepresentation of identity in an
agreement for sale and purchase of a residential property, take all
practicable steps to ensure that the name of the vendor is correct, and if the
vendor is an individual, the licensee may collect a copy of the vendor’s
identity card or other identification document”.
Pursuant to Paragraph 3.5.1 of the Code of Ethics, licensees shall, in
fulfilling their duties, exercise due care and due diligence. Hence,
licensees should check carefully the name of the vendor on the identity
card or identification document against the name of the owner as recorded
in the land search.
Hence, option (iv) which provides “the estate agent should check the
“Owner Particulars” in the land search to ascertain if the vendor is the
owner of the property” is a correct option.

(e)

Given that some vendors may for various reasons fail to discharge the
mortgage or abscond after receiving the deposit, it is important for the
licensee, whether acting as a dual agent for the parties or as a single agent
for the purchaser, to advise the purchaser of any possible risks in payment
of deposits directly to the vendor and of the desirability of arranging for
the stakeholding of all deposits (both the initial and further deposits) by a

firm of solicitors, before arranging for the parties to sign the provisional
agreement for sale and purchase of properties where there is an
undischarged mortgage. The licensee should also explain to the vendor
and the purchaser the implications of the stakeholding arrangement and
the conditions to be fulfilled before the release of the deposits by
stakeholders (see Practice Circular No. 05-07(CR)).
Hence, option (v) which provides that “the estate agent should advise Sean
that the deposits be held by the vendor’s solicitors as stakeholders” is a
correct option.
In light of the above, E is the correct answer.

13. The forms of estate agency agreements prescribed under the Practice Regulation
are NOT prescribed for which of the following purposes?
(i)
(ii)
(iii)
(iv)
(v)

A.
B.
C.
D.
E.

the sale of a residential property together with a car parking space
the leasing of a residential property together with a car parking
space
the sale of a shop
the leasing of an office
the leasing of a residential property that is not a self-contained unit
(i.e. a residential property which does not have separate cooking
facilities and bathroom)

(i) and (ii) only
(iii) and (iv) only
(iii) and (v) only
(iv) and (v) only
(iii), (iv) and (v) only

Explanation:
The Practice Regulation (“PR”) prescribes the relevant forms for estate agency
agreements for residential properties:
(a)
Form 3: Estate Agency Agreement for Sale of Residential Properties in
Hong Kong (for use between an estate agent and a vendor)
(b)
Form 4: Estate Agency Agreement for Purchase of Residential Properties
in Hong Kong (for use between an estate agent and a purchaser)
(c)
Form 5: Estate Agency Agreement for Leasing of Residential Properties in
Hong Kong (for use between an estate agent and a landlord)
(d)
Form 6: Estate Agency Agreement for Leasing of Residential Properties in
Hong Kong (for use between an estate agent and a tenant)
Under Section 3(4) of the PR, no prescribed forms are required to be used in the
following cases:
(a)
the sale and purchase or the leasing of only a car parking space;
(b)
the leasing of a residential property which is not a self-contained unit (a
self-contained unit means an independent dwelling with separate cooking
facilities and bathroom with or without lavatory); and
(c)
subject to Section 7(1) of the PR, a first sale of an undivided share in land
in which a residential property forms part.

Since the properties concerned in the transactions as described in options (iii) and
(iv) are non-residential properties and the one in option (v) is a residential property
that is not a “self-contained” unit, no prescribed estate agency agreements are
required to be used in these cases. Hence, the correct answer is E.

14. FILL IN THE BLANK:
Please choose the correct answer from A to E.
According to the Estate Agency Agreement (Form 3), the duties of an estate agent
acting for a vendor in the sale of a residential property include marketing the
property, obtaining information about the property for the vendor and conducting
______________.
A.
B.
C.
D.
E.

an investigation of the purchaser’s background
an inspection of the property
a bankruptcy search of the purchaser
negotiation with interested purchasers
a valuation of the property

Explanation:
Schedule 1 of the Estate Agency Agreement (Form 3) prescribed under the Practice
Regulation provides that the duties of the agent acting for the vendor shall include:
(a)
market the Property on behalf of the vendor;
(b)
obtain information in relation to the property for the vendor;
(c)
arrange for purchasers to inspect the property;
(d)
conduct negotiation and submit all offers in relation to the property to the
vendor; and
(e)
assist the vendor in entering into a binding agreement for sale and
purchase with a purchaser.
Answers A, B, C and E, namely conducting an investigation of the purchaser’s
background, conducting an inspection of the property (instead of arranging
inspection for purchasers), conducting a bankruptcy search of the purchaser and
conducting a valuation of the property are not among the duties of the agent as
stated in the Estate Agency Agreement (Form 3). Only D (i.e. conducting
negotiation with interested purchasers) is the correct answer.

15. Mr. Chan is a salesperson of XYZ Estate Agency. Mr. Chan receives $40,000 in
cash from Mrs. Poon, a purchaser. The money is for paying the initial deposit to the
vendor in a property transaction. At that time, the vendor is not in Hong Kong.
Under the Practice Regulation, how should Mr. Chan deal with the money in these
circumstances?
A.
B.
C.
D.
E.

Mr. Chan should immediately deposit the money into a trust account
maintained by the vendor’s solicitors at a bank.
Mr. Chan should immediately deposit the money into a trust account
maintained by Mrs. Poon’s solicitors at a bank.
Mr. Chan should immediately deposit the money into the office account of
XYZ Estate Agency maintained at a bank.
Mr. Chan should immediately deposit the money into his supervisor’s
personal account maintained at a bank.
Mr. Chan should immediately deposit the money into a trust account of
XYZ Estate Agency maintained at a bank.

Explanation:
Section 12(3) of the Practice Regulation provides that a licensed estate agent shall
deposit all moneys received or held for or on account of a client in a trust account
maintained at an authorized institution. To comply with the aforesaid requirement,
Mr Chan should deposit the money into a trust account of XYZ Estate Agency
maintained at a bank. Hence, the correct answer is E.

16. According to the Practice Regulation or the Licensing Regulation, which of the
following statements is INCORRECT?
A.

B.
C.

D.
E.

An estate agent must not issue an advertisement relating to his estate agency
business which contains any statement which is false or misleading in a
material particular.
An estate agent must not issue any advertisement in respect of a vendor’s
residential property without the vendor’s written consent.
An estate agent may issue advertisements in respect of a vendor’s
residential property unless the vendor has specifically instructed him not
to do so.
An estate agent must state in the advertisement of a property the number of
his licence or the relevant statement of particulars of business.
An estate agent who issues an advertisement in respect of a residential
property which is to be sublet must state in the advertisement that the property
is to be sublet.

Explanation:
Section 9(1) of the Practice Regulation provides “A licensed estate agent shall not
cause or permit to be issued an advertisement wholly or partly relating to his estate
agency business which includes any statement or particular that is false or
misleading in a material particular”. Hence, the statement in Answer A is correct.
Section 9(2) of the Practice Regulation provides “A licensed estate agent shall
obtain a vendor’s written consent prior to the issue of an advertisement in respect
of the vendor’s residential property”. Hence, the statement in Answer B is correct
and the statement in Answer C is incorrect.
Section 9(4) of the Practice Regulation provides “A licensed estate agent shall not
cause or permit to be issued an advertisement in respect of a residential property
which is to be sublet without the advertisement expressly stating that the property
is to be sublet”. Hence, the statement in Answer E is correct.
Section 14(1)(c) of the Licensing Regulation requires every holder of an estate
agent’s licence to state clearly and conspicuously in all advertisements, pamphlets
and brochures excepted, issued by him or on his behalf (1) the number of his
licence or the relevant statement of particulars of business; and (2) the business
name as stated in the relevant statement of particulars of business. Hence, the
statement in Answer D is correct.

In light of the above, the correct answer is C.

17. Simon is a salesperson. He obtained his salesperson’s licence three years ago and
has since then worked as a salesperson for ABC Estate Agency. One day, Mr. Pang
went to ABC Estate Agency to look for a suitable property to purchase for
investment. He was served by Simon. Under the Practice Regulation, which of the
following are the matters that Simon must inform Mr. Pang of before he carries out
estate agency work for Mr. Pang?
(i)
(ii)
(iii)
(iv)
(v)

A.
B.
C.
D.
E.

the fact that he is a licensed salesperson
the number of his licence
the year he first obtained his licence
the validity period of his licence
the number of transactions he handled in the previous three
months

(i) and (ii) only
(iii) and (v) only
(i), (ii) and (iv) only
(ii), (iii) and (v) only
(i), (ii), (iii) and (iv) only

Explanation:
Section 5(2) of the Practice Regulation provides that a licensed salesperson shall
not perform any estate agency work for a person before the person is informed—
(a)
that the salesperson is a licensed salesperson; and
(b)
of the number of the salesperson’s licence held by him.
Hence, options (i) and (ii) are correct. Options (iii), (iv) and (v) are not the
requirements under the Practice Regulation. Therefore, the correct answer is A.

18. Mr. Chan, a vendor, has entered into a provisional agreement for sale and purchase
with a purchaser to sell his residential property. The transaction is handled by ABC
Estate Agency. The provisional agreement for sale and purchase contains a clause
which provides that Mr. Chan agrees to pay commission to ABC Estate Agency.
However, Mr. Chan refuses to pay the commission. ABC Estate Agency intends to
take legal action to recover the outstanding commission. According to the Estate
Agents Ordinance, which of the following must ABC Estate Agency have done
before it may sue Mr. Chan?
(i)

(ii)
(iii)

A.
B.
C.
D.
E.

ABC Estate Agency must have first registered the provisional
agreement for sale and purchase against the property in the Land
Registry.
ABC Estate Agency must have first entered into an Estate Agency
Agreement (Form 3) with Mr. Chan.
ABC Estate Agency must have first submitted an Estate Agency
Agreement (Form 3) to the Estate Agents Authority for approval.

(i) only
(ii) only
(iii) only
(ii) and (iii) only
(i), (ii) and (iii)

Explanation:
Section 45(1) of the Estate Agents Ordinance provides that in respect of the estate
agency work performed by an agent, the agent will only have a right or other
cause of action for damages or other relief or remedy against the client if:
(a)
(b)

the requirement of executing a prescribed estate agency agreement (in
Form 3, 4, 5 or 6) under the EAO has been complied with; and
the agent was a licensed estate agent at the time when the estate agency
agreement was entered into.

Therefore, a licensed estate agent cannot recover commission in respect of a
residential property unless the prescribed form of estate agency agreement has
been executed. This is so even if the client has signed a tripartite provisional
agreement for sale and purchase (PASP) under which the vendor and purchaser
have agreed to pay commission to the estate agent.

However, there is no legal requirement that the licensed estate agent must have
first registered the PASP with the Land Registry or submitted the prescribed
estate agency agreement to the Estate Agents Authority for approval before it can
take legal action to recover the commission from its client.
Hence, option (ii) is correct and the correct answer is B.

19. Which of the following is/are the effect(s) of a clause in a provisional agreement
for sale and purchase which provides that the vendor agrees to sell and the
purchaser agrees to purchase the property on an “as is” basis?
(i)

(ii)

(iii)

A.
B.
C.
D.
E.

A warranty is given by the vendor that all alterations made to the
property are in compliance with the Buildings Ordinance as at the
date of the provisional agreement for sale and purchase.
The purchaser accepts to be bound by the tenancy agreement of
the property subsisting at the date of the provisional agreement for
sale and purchase.
The purchaser accepts that the property is sold in such physical
state and condition as at the time when the provisional agreement
for sale and purchase is made.

(i) only
(ii) only
(iii) only
(ii) and (iii) only
(i), (ii) and (iii)

Explanation:
If it is stipulated in the provisional agreement for sale and purchase that the
property will be sold to the purchaser on an “as is” basis, the property will be sold
and delivered to the purchaser in such physical condition as at the time the
agreement is signed. Hence, a property stated to be sold on “as is” basis refers
only to its physical states and condition and will not extend to illegal structures or
alterations in the absence of clear wordings to such effect.
Hence, option (iii) is correct and the correct answer is C.

20. Under common law, which of the following are required for the formation of a
contract?
(i)
(ii)
(iii)
(iv)
(v)
A.
B.
C.
D.
E.

Offer
Acceptance of offer
Intention of the parties to create legal relation
Agreement as to how contractual disputes are to be resolved
Consideration for the contract

(i), (ii) and (iii) only
(i), (iv) and (v) only
(i), (ii), (iii) and (v) only
(ii), (iii), (iv) and (v) only
(i), (ii), (iii), (iv) and (v)

Explanation:
In common law, there are 4 essential elements in the formation of a contract: (i)
offer; (ii) acceptance of offer; (iii) consideration; and (iv) intention to create legal
relation.
Hence, options (i), (ii), (iii) and (v) are correct and the correct answer is C.

