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Mrs Grace M Y Chow
Chief Executive Officer, Estate Agents Authority

The past year was a very significant one in the development of both the

Estate Agents Authority and the estate agency industry.  The three-year

transition period of the licensing system came to an end in December

2001, an important landmark in the industry’s progress towards

professionalisation.  Just a few years ago the industry was still in an

unregulated state and whoever had a mind to it could claim to be an

estate agent.  There was no requirement for professional knowledge, and

agents’ practice was not subject to any rules.  However, the professional

image has gradually built up since the implementation of the Estate

Agents Ordinance.  Nowadays our agents are all properly qualified and

their practice is governed by rules and regulations.  There is also a

redress system for consumers and provision for the practitioners’ further

education.  All these were accomplished within a short span of three

years and, at the same time, with tenacious efforts on the part of the

EAA to promote and publicise the new order, consumers’ awareness of

their rights in property transactions was greatly enhanced.  These are

encouraging results, and here I would like to present an overview of the

work of the EAA during the year 2001/02.
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LICENSING

The three-year transition period in the licensing regime ended in

December 2001.  In order to give assistance to the thousands of

licensees who were yet unable to fulfil the training or examination

requirements before the close of transition, a special task force was

formed in early 2001 to provide a full range of information and services

pertaining to qualifying examinations and training courses.  Large-scale
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publicity activities were also launched to remind licensees that they had

to fulfil the requirements before the end of transition.  After all these

efforts, there were only 1,530 individuals who either chose not to renew

their licences or were unable to do so by the end of 2001.

Taking occasion of the conclusion of the transition period, the EAA also

reviewed the Licensing Regulation and put forward a number of

amendments to the Regulation which were duly passed by the Legislative

Council.  These amendments included in the main an exemption from

academic and examination requirements for fully qualified licensees to

renew their licences within 24 months from the lapse of their last held

licences, and allowing licensees who wished to switch from one category

of licence to another to retain their qualifications without being subject

to the conditions required of new entrants.  Other amendments included

an option for either a 12-month or a 24-month licence, and simplifying

the information that licensees are required to show on business

documents and advertisements.  These amendments have taken effect

from January 2002.

In consideration of the continued sluggishness in the property market

and the Authority’s cumulative surplus, the EAA, with approval by the

Legislative Council, lowered all licence fees by 30% from January 2002

as a means to help provide relief to the licensees.

In addition, the Licensing Section undertook the enhancement of the

central licensee database during the year under review to incorporate

information on training and disciplinary matters.  This has greatly

facilitated access to licensee data and has generally enhanced efficiency

in all the Sections.

TRAINING AND EXAMINATIONS

During the year under review, considerable resources of the Training and

Examinations Section were expended on efforts to assist unsubstantiated

licensees to fulfil their training/examination requirements before the close

of transition.  The EAA took the initiative in liaising with the tertiary and

vocational training institutions providing training courses and coordinated

efforts which resulted in substantial reduction in course fees and much

greater flexibility in course scheduling.  Furthermore, the Authority also
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provided a one-stop service which offered assistance in course registration

as well as advice on related matters.  With regard to the qualifying

examinations, an additional round of paper-based examinations was held

in December 2001 and computer-based examinations for salespersons

have been conducted since March 2001 to make for more frequent

examination opportunities for those who wished to join the estate

agency industry.

During the year 2001/02, the EAA organised 29 talks and seminars to

cover not only the basic legal and practical aspects of professional estate

agency but also topics related to professional ethics and business

management, as well as topics conducive to practitioners’ professional

development such as relocation services and estate agency work in the

Mainland.  To complement the introduction of the computer-based

qualifying examination for salespersons a number of workshops were

held to familiarise prospective candidates with this new mode of testing.

A number of publications including handbooks and collection of case

studies were brought out by the Authority during the year under review

to assist licensees in their practice and in resolving problems encountered

in their daily operation.  The Authority also launched the EAA

Monographs series of which two titles appeared during the

year under review, on conveyancing and tenancy of residential properties

respectively.

A total of four rounds of paper-based qualifying examinations took

place during the year under review, while computer-based examinations

for salespersons were held many times each week.  During the

year a total of 8,143 candidates took the examinations, of whom

3 , 5 9 3  a t t e m p t e d  t h e

examinations for estate agents

and achieved a pass rate of

62.7%.  There were 4,550 who

attempted the examinations for

salespersons and the pass rate

was 64.6%.  In order that failed

candidates might make a further

attempt without delay, the EAA

had shortened the moratorium

on the next attempt from one

month to 14 days.

REPORT OF THE CHIEF EXECUTIVE OFFICER
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ENFORCEMENT AND COMPLAINTS HANDLING

During the year 2001/02, the Enforcement Section conducted a total of

1,154 regular inspections with a view to ascertaining whether the

licensees inspected had been practising in compliance with regulatory

legislation.  Out of the 1,154 inspections, 250 inspections were made to

first-sale sites in view of the active first-sale market. The Section handled

647 cases of non-compliance during the year, involving 978 allegations.

During all the inspections, staff members of the Section made it a point

not only to identify cases of non-compliance but also offered appropriate

advice on proper practice to the licensees.

In order to provide the industry with an efficient and economical means

for the retrieval of prescribed property information, the EAA and the

Rating and Valuation Department collaborated during the year under

review to undertake an enhancement of the Info-Hotline System.  The

enhanced system would now feature previously available information on

the area and age of properties as well as data on user restriction recorded

in the Occupation Permit.  With this system practitioners could access

information on area, age and user restrictions of properties 24 hours a

day.  This provides a more convenient means for licensees to comply with

the Practice Regulation, and greatly reduces the expenses involved.

During the year the Complaints Section handled a total of 792 cases,

involving 1,292 allegations.  Most of these complaints were against

unethical modes of practice and violations of practice regulations.  Staff

members of the Section would seek to mediate where no serious breach

of the regulations or professional integrity was involved.  During the

year, cases withdrawn by the complainants through the Authority’s

mediation efforts or for other reasons numbered 155.

PUBLICITY AND COMMUNITY EDUCATION

The EAA continued to take proactive steps to publicise the Estate Agents

Ordinance to the general public and to explain to the community,

through various media channels, the protection that consumers in

property transactions could enjoy under the estate agents licensing and

regulatory systems now in place.  To these ends, 19 roadshows and

eight community talks were held during the year under review.  A
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number of concise and easy to comprehend banner advertisements were

placed in major newspapers to familiarise the community with estate

agents’ new mode of practice, and similar advertisements were also

placed on vehicles of public transport and at the major stations.

During the year the Authority joined forces with the Consumer Council

to publish a guide to property purchase, in the form of a booklet, which

provides succinct information to the potential home-buyers in Hong

Kong.  As there has been an apparent increase in the number of

citizens purchasing homes in the Mainland in recent years, the EAA also

published a pamphlet outlining the essential information for those

intending to buy properties there.  A series of messages in narrative

form were produced and broadcast on the radio to bring the basics of

home purchase to the greater awareness of the community.

The EAA took part in the Education and Careers Expo 2002 jointly

organised by the Labour Department and the Hong Kong Trade

Development Council.  Efforts also continued to be made to introduce

career opportunities in the estate agency industry to graduating students

through the Authority’s participation in career talks and exhibitions

organised by various institutions of tertiary education.

LEGAL AFFAIRS

The Legal Affairs Section was chiefly occupied in the review of existing

legislation as well as research related to the formulation of new

legislation.  Amendments to the Licensing Regulation were passed by the

Legislative Council and had been operational since January 2002.  The

review of the Practice Regulation commenced in September 2001.  In

addition, officers of the Legal Affairs Section administering the Inquiry

Hearings of the Disciplinary Committee, and provided legal opinion and

support to the other Sections.

During 2001/02 the EAA issued 16 practice circulars, encompassing a

diversity of subjects including estate agency agreement, confirmor sales,

tenancy matters, negative equity, handling of client monies, authorization

for the disposal of jointly owned properties, list of estates under various

housing schemes, unauthorised bills and posters, the enhanced Info-

Hotline Service System, amendments to the Licensing Regulation,
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guidelines for sales description of uncompleted residential properties, the

Home Purchase Loan Scheme, criminal liabilities related to the use of

pirated software, the Personal Data (Privacy) Ordinance, and the income

and asset limits for applicants of Home Ownership Scheme properties

and for Public Rental Housing.

During the year the EAA also provided opinions on the review,

formulation and revision of legislation at the request of the Planning

and Lands Bureau, the Commerce and Industry Bureau, the Narcotics

Division, the Education and Manpower Bureau, the Chief Justice’s Working

Party on Civil Justice Reform, the Housing Bureau, the Department of

Justice, the Inland Revenue Department and the Bills Committee on

the Landlord and Tenant (Consolidation) (Amendment) Bill 2001.

LIAISON WITH THE TRADE

The Authority has always maintained close liaison with the trade.  Apart

from regular meetings with representatives of the trade associations

for consultation and access to trade opinions, the EAA also keeps in

touch with the practitioners through a variety of channels and with

different organisations within the trade, with professional bodies, as

well as individual companies.  Exchange of opinions is also facilitated by

the Authority’s participation at activities organised by the trade.  The five

trade members of the Authority continued to be the major channels of

communication between the trade and the EAA.

Officers of the EAA also collected trade opinions during their regular

inspections, and questionnaire surveys were conducted from time to time

to seek practitioners’ views on various professional matters.

Another co-opted member had been invited to join the Training

Committee since the previous year, this being a representative named by

the trade associations.  Other standing committees would also consider,

on the basis of practical needs, the appointment of co-opted members

along similar lines, and the Practice Committee would do so soon.

Furthermore, the membership of the Working Group on the Review of

the Practice Regulation instituted in late 2001 consisted of a good

number of representatives from the trade so as to enable trade opinions

to be reflected as comprehensively as possible.
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EAA FINANCE

The recurrent expenses of the EAA in 2001/02 amounted to $44.1

million, being 5.4% less than the $46.6 million expended in the year

before and 7.6% less than the $47.7 million as budgeted at the

beginning of the financial year in April 2001.   The major factor for this

reduction was the decrease in salary cost as a result of stringent control

on manpower resources.  The cut in rental expenditure that resulted

from the removal of the EAA Resource Centre, upon expiry of the

previous lease, to cheaper premises also contributed to the savings.

Strict financial control was exercised at the EAA and the management

accounts were reviewed on a quarterly basis to enable the management

to keep all income and expenditure under tight scrutiny.  In point of

fact the EAA had, since the year before, taken proactive steps to scale

down its expenses on condition that such steps would not compromise

the proper discharge of its statutory functions, and staff headcount had

been reduced by 16% over a period of two years.

As far as income is concerned, licence fees collected during the year

under review amounted to $47.9 million, being 13.7% less than that of

the year before.  This was chiefly attributed to a further decrease in

licence fees by 30% which was passed by the Legislative Council for

implementation from 1st January 2002 and which affected income in the

last quarter of the year under review.  However, despite this shortfall, the

Authority still maintained an operational surplus at the end of the year.

There have been signs of stabilisation in the number of licensees since the

close of transition.  Assuming that licence fee income and expenditure are

both maintained at the present level and that there is no substantial change

in the size and mix of the licensee population, an operational deficit will

occur in the next financial year.  The Authority will explore various means

to facilitate greater efficiency in cost control and reduction in expenditure.

Among the options being considered to facilitate cost reduction is the

acquisition of the Authority’s own offices upon expiry of the leases of

current premises.  Based on current property prices and rental levels, the

estimated cost of acquiring office premises in a convenient but less

central location is approximately $22 million for a floor area of

about 10,000 square feet, inclusive of related expenses.  The purchase

price could be financed from the EAA’s cumulated surplus and the net

effect on operating results will be an improvement of $3 million per

annum, representing a saving of $3.4 million on rental and a reduction

11



�
�
 
!
"
#

REPORT OF THE CHIEF EXECUTIVE OFFICER

�� !"#$%&'()*+,-./012

�� !"#$%&'()*+,-.(/0+

�� !"#$%&'()*+

�� !"#$

�� !"#$%&'()*+,-./012

�� !"#$%&'()*+,-./01'

�� !"#$%&#%!'()*+,-./

�� !"#$%&'()*+,-./012

�� !"#$%&'()*#+,-%.-/

�� !"#$%&'()*+,-.$%&/

�� !"#$%&'()*+,-./01

�� !"#$%&'()�*+,"-./

�� !"#$%&'()*+,-./012

�� !"#!�$%&'()*+,-./0

�� !"#$%&"'()*+,-.�/0

�� !"#$%&'()*

of $0.4 million in interest income.  Although the EAA has set aside the

proposed capital expenditure for the acquisition of office premises in the

Capital Project Fund, decision on this matter will be taken by the EAA

only after full consultation with the trade and the Housing, Planning and

Lands Bureau.

The EAA will continue to follow a policy of economy and exercise

strenuous budgetary control.  With the surplus accumulated over the

past few years, there is good reason to believe that the Authority’s

finance will remain healthy in the near future.

HIGHLIGHTS OF WORK IN THE COMING YEAR

In order to enhance efficiency in licence issuance and provide greater

convenience to licensees in various compliance matters, the EAA will

introduce electronic licensing in stages.  The first stage of the project

will comprise the use of the internet in the application and renewal of

licences and the statutory notification of changes in employment and the

appointment and termination of licensed personnel.  In addition, a

dedicated interactive voice response system using dedicated telephone

lines will be established for enquirers to verify the data of licensees.  An

identity card will also be issued as a standard and centralised means of

identification for individual licensees.  The licensing database will be

further upgraded to incorporate an effective bring-up system for all

licences of irregular validity period so as to provide for more efficient

licence renewal work.

In a questionnaire survey administered to licensees in 2001, about 60%

of the respondents indicated support for continuing professional

development programmes.  The Training Committee will further deliberate

on the timing, mode of participation and contents of the training

programmes and consult the parties involved before more concrete

policies are formulated.

The EAA will continue to take initiatives to work with other organisations

in its efforts to explore and expand training opportunities for the trade.

The initial consent of the Education Commission has been obtained for

the estate agency industry to be included for funding under the Skills

Upgrading Scheme, and the Hong Kong Productivity Council has responded

positively to EAA request and will soon launch a series of certificate
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courses on business management for operators and executives of estate

agency companies.  Furthermore, in view of practitioners’ enthusiastic

interest in the Land Search Workshop in March 2002, the EAA will, with

the staunch support of the Land Registry, continue to organise similar

workshops throughout the next year to give new entrants a chance to

gain first-hand knowledge of performing a land search.

The EAA Monographs will continue to feature prominently among our

training materials and titles planned for the coming year include

Encumbrances, Land Search, Law of Agency and the Provisional

Agreement for Sale and Purchase.  The EAA will also publish a glossary

of commonly used terms in the estate agency industry in both Chinese

and English as a helpful reference tool for practitioners.

 With the daily increasing popularity in the use of the computer and the

internet, the EAA will enhance its website and gradually upload its

training materials as well as other relevant information for practitioners’

reference.  However, the Authority is also aware of the fact that a

substantial number of practitioners have not yet acquired or are not yet

in the habit of using computers, and training materials will therefore

continue to be published in both print and electronic formats.

Furthermore, as an aid to those preparing for the qualifying examinations

through self-study and to help new entrants acquire a practical

knowledge of the trade, the EAA Resource Centre will develop new

materials on self-study and strengthen its collection of reference materials.

In the coming year, the Examination Panel will undertake an overall review

of the syllabuses for the qualifying examinations to accommodate

circumstantial changes in agency practice, legislative amendments and the

introduction of new legislation.  The pass requirement of the examinations,

and especially that of the estate agent qualifying examination, will be

raised to facilitate a general upgrade in the standard of the profession.

The Panel will also expand and renew the corpus of examination questions

by supplementing it with newly devised questions.

In the area of community education and publicity, the EAA will continue

to heighten consumers’ awareness and understanding of their rights

through roadshows, community talks and media placements.  In addition,

it will also seek closer cooperation with the Consumer Council to

strengthen the protection for consumers in property transactions.  The

Authority will also pursue more occasions for exchange and interflow

with regulatory bodies in the Mainland to facilitate bilateral efforts in

personnel training and consumer education.
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On the premise of not prejudicing the fair disposal of complaint cases,

the EAA will research on the simplification of procedure in regard of

investigation and the conduct of Inquiry Hearings so as to improve on

the cost effectiveness of its complaint handling activities.  The Complaints

Section also has in the pipeline a pamphlet which systematically outlines

the investigation procedure and the criteria on which judgement is to be

arrived at.  This is expected to be of much assistance to both consumers

and practitioners in their understanding of how complaint cases are

being dealt with at the EAA.

Inspections of trade establishments and first sale sites will continue to be

conducted to identify cases of non-compliance, to convey messages on

proper practice, to build up an effective channel of communication

between the Authority and the trade, and to enable the EAA to

extensively tap the views of practitioners.

There is yet much room for cooperation between the EAA and the trade

associations.  There are plans to work with the associations in the

conduct of recruitment talks and exhibitions as a way to attract new

blood to the trade, and it is also very much to be hoped that the trade

associations will take a more prominent role in the provision of training

to the practitioners.
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CONCLUDING REMARKS

Estate agency is an industry in which a high level of mobility exists

among practitioners.  According to EAA statistics, only about half of

the individuals and shops licensed over the past three years still

remain in the trade.  On the other hand, those who passed the

qualifying examinations last year and were therefore eligible for

the licence also numbered over 3,000.  It is thus imperative that

the EAA should continue its efforts on all fronts in order that

professional standards may be maintained within the trade.  While

the end of the transition period signifies the completion of the

professionalisation of the trade at a basic level, severe challenges

yet abound for both the Estate Agents Authority and the trade if

higher standards of professionalism are to be achieved.

Grace M Y Chow

                        Chief Executive Officer
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