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Introduction

Since taking the helm of the Estate Agents Authority (EAA) as its third
Chief Executive Officer (CEO) in August 2009, | have acquired a deeper
understanding of the operations of the EAA and the vision of the Board.
| have reviewed the Corporate Plan prepared by the former CEO, which
was endorsed by the Board at the time. Given the changes in the
operating environment of the estate agency business, the expectations
of the community at large, and the changing economic climate, |
proposed certain refinements to the previous Corporate Plan, and the
new five-year Corporate Plan was debated and endorsed by the Board in
its November meeting. The following paragraphs represent the essence
of the EAA Administration’s efforts to realise these goals and pave the
way for some major and fundamental changes to the EAASs role as a
regulator of estate agents in Hong Kong.

Being a responsible and effective regulator

The EAA strives to be an effective regulator by adopting a multi-pronged
approach. Preventive measures are in place to ensure that estate agents
have the requisite knowledge and professional standards deemed
necessary to discharge their duties professionally and honestly. Apart from
the emphasis on knowledge, the importance of honesty and integrity
cannot be under-estimated. Equally important is consumer education,
as well-informed consumers are ultimately the best safeguard against
malpractice. Continuing professional training for practitioners covers a
host of subjects aimed at enhancing agents’ knowledge of the relevant
legislative requirements, practice circulars and issues related to their
practice, as well as other skills which are beneficial to their profession.

In response to emerging issues, the EAA takes proactive steps to
issue guidance and rules in the form of practice circulars and other
guidance materials. Ensuring compliance with legislative and regulatory
requirements is indispensable since there will always be practitioners
who seek to exploit loopholes or cut corners. Those who have breached
our rules will be disciplined according to a well-honed disciplinary system
which operates without fear or favour, with a built-in appeal system that
completes the checks and balances regime embodied in the Estate
Agents Ordinance, the cornerstone to the establishment of the EAA.

“Our ability to
work out measures
to prevent budding
problems from
developing into
full-blown ones
will be tested
again and again,
and we must
stay ahead of

the game.”’
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Enhancing the gate-keeping role

| regard the gate-keeping role of the EAA as the foundation of a disciplined, professional estate
agency trade. Any individual who wants to practise as an estate agent or salesperson must
acquire a licence. The EAA takes this role very seriously, and we have a team of well-qualified and
experienced staff who set the examination questions with the aim of testing candidates’ knowledge
and understanding of the various facets of estate agency work. To this end, recent qualifying
examinations have included more practice-oriented questions to more accurately assess candidates’
understanding of the professional knowledge required for estate agency practice. The pass rates of
the Estate Agents and Salespersons Qualifying Examinations stood at an average of 51% and 60%
respectively in 2009/10. In the year, | also put special emphasis on the importance of increasing
the number of ethics-related questions to ensure new entrants possess a good understanding of
the ethical standards required of the trade.

Continuing Professional Development

No matter how good the new entrants are, they need to be trained and polished before they
can offer top-notch service to consumers. The EAA organises training sessions covering a wide
range of subjects. A thorough understanding of legislation such as the Estate Agents Ordinance,
its subsidiary legislation, and other laws governing estate agency practice and conveyancing
procedures is vital to ensure that practitioners discharge their duties properly. These courses are run
regularly in order to keep licensees abreast of the latest developments and trends, and to refresh
their understanding of the subject matter.

Apart from training on these “bread and butter” issues, upgrading estate agents’ general
understanding of practice-related issues has not been overlooked. Since 2010, topical talks covering
subjects such as optimising the use of industrial buildings, and agents’ responsibility in leasing or
selling/buying buildings which may have unauthorised building works have attracted considerable
interest from practitioners who are eager to acquire a deeper understanding of these issues. Soft-skill
training opportunities have also been offered, including training in Putonghua and management skills.

Since the start of the Continuing Professional Development (CPD) programme in 2005, the scheme
has been run on a voluntary basis. Licensees are encouraged to take part in various training
programmes run by the EAA and other bodies such as estate agency firms, trade associations,
public organisations and educational institutions. In 2009/10, 369 sessions of CPD activities
were organised by the above-mentioned bodies, attracting 25,121 enrolments. In order to further
boost the interest of practitioners, two schemes offering recognition for the learning efforts of
both individual practitioners and estate agency shops have been in place since 2006 and 2008,
respectively. Despite these encouragements, participation rates in voluntary training programmes
peaked in 2008, and we have observed a downward trend in the number of participants. | have
initiated a discussion on whether the EAA should turn the voluntary scheme into a mandatory one,
and the discussions both within the Professional Development Committee of the Authority and with
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trade associations are ongoing. In view of the positive response we have received from the trade
associations, | hope that this proposal will gain the support of licensees, as a well-trained and well-
qualified estate agency sector is vital to the health of the real estate industry as a whole, and to the
status of Hong Kong as an international financial centre.

The healthy development of the trade cannot be guaranteed without a high standard of probity and
integrity amongst its practitioners. All too often, we receive complaints against a small number
of licensees. While some are related to overlooking certain regulatory procedures, a fair number
of these complaints have cast doubt on the honesty of the practitioners involved. | consider it of
paramount importance that sustained and enhanced integrity training and management is the key
to success for any profession or business. To this end, groundwork for the launch of a three-year
Integrity Management Programme, jointly organised by the EAA and the Independent Commission
Against Corruption, has commenced. This involves the production of a training video, a best-practice
guide for estate agencies, and intensive training sessions.

Emerging issues which require preemptive action

Apart from the problems that the EAA addresses on a regular basis, we have observed that
with the changing economic scene and consumer-driven activities, we have to react quickly and
preemptively in order to contain problems that arise and minimise their impact on consumers and
society as a whole.

Real estate has been a preferred mode of investment for many people, including Mainlanders,
who are becoming more interested in Hong Kong properties, not only because of their intrinsic
value in wealth growth and preservation, but also because this could be the basis for them to gain
immigrant status under the Capital Investment Entrant Scheme. We have noticed the involvement
of “immigration consultants” in facilitating deals, and are concerned whether these consultants
are aware of the need to practise with a licence issued by us. Hence, the EAA took steps to liaise
with a number of these companies, issued advisory letters to them and organised a forum to
further drive home the message. We also approached companies in other sectors, such as property
management, banking and travel, to remind them of the need to apply for a licence before they can
carry out estate agency work.

The promotion of first-sale properties has become a staple for a number of agencies, and various
issues relating to first sales have been highlighted in the media. Over the years, the EAA has issued
a large number of practice circulars aimed at regulating issues such as order at first-sale sites and
information provided to consumers. Recently, enhanced compliance checks have resulted in a
higher number of licensees being disciplined for intercepting vehicles. In the year, the Authority took
the initiative to review all the past practice circulars and decided to consolidate ten of them. We
plan to update their contents and tighten control of various aspects of agents' conduct at first sales.
| hope that this will set the stage for a more orderly scene at first-sale sites, better protection for
consumers and enhancing the status of estate agents.
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The tragic collapse of an old building in To Kwa Wan in early 2010 sparked public concern about the
safety issues of buildings with unauthorised building works. The EAA held a seminar soon after the
tragedy, advising practitioners to be aware of the risks involved in transacting old buildings and to
so advise their clients. Whilst a practice circular governing the conduct of practitioners in the buying
and selling of old buildings which may be plagued by unauthorised building works has been in force
for some time, the Authority considers it necessary to issue another one on the renting/leasing of
this type of property. Drafting work has already begun.

Another issue which is related to old buildings is the Government’s proposal to lower the threshold
of the compulsory sale of old buildings. Indeed, we have observed that a number of our licensees
have been involved in facilitating the acquisition of old buildings for redevelopment purposes. There
has been concern about the methods used by certain licensees to clinch a deal, and the EAA has
taken steps to address the issue. In the pipeline is a forum for licensees and a practice circular
which addresses the unique aspects of this type of estate agency work.

The increasing use of information technology to enhance productivity in the estate agency business
carries with it certain risks, in particular the safekeeping of personal data. In the year, the EAA
commissioned a consultant to draw up an information security policy and guidelines for estate
agents. We published a pamphlet for licensees on handling clients’ personal data jointly with the
Office of the Privacy Commissioner for Personal Data.

Public education

Buying, selling or leasing a property can be a complicated process for experienced investors, let
alone novices. Most consumers, therefore, have to rely on licensees to offer them information,
advice and guidance. Consumers need to equip themselves with the necessary information to make
the right decisions, and the EAA has taken steps to educate them. In the year, the EAA secured
media collaboration to run a series of articles on common pitfalls when buying, selling or leasing
properties. The Authority also plans to revamp its website to feature dedicated sections on matters
of consumer interests. More collaboration with the media is in the pipeline, and we intend to extend
our reach beyond Hong Kong, given the territory's appeal to investors from other parts of the world.

Investing in human resources
To be an effective regulator, the EAA has to rely on its staff to discharge its duties effectively. Since

becoming the CEO of the Authority, | have taken a number of steps to ensure that we invest in our
human resources.
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To step up enforcement efforts, additional resources have been given to the EAA Administration
to create new posts in order to handle increase in workload arising from the increase in the number
of licensees (both company and individual) and the growing number of transactions. Visits to
first-sale sites have increased, in view of the larger number of first sales and consumer interests in
these projects.

To ensure that the EAA is able to recruit and retain quality staff, a comprehensive review of the
remuneration packages, as well as human resources policies and procedures, was initiated by
the Board. As the CEO of the Authority, | played an active role in devising various policies and
procedures, and acting as a bridge between the Board and staff. A package of recommendations
was communicated to our staff, who welcomed the Board's initiative. Much follow-up work needs
to be done, including the design of a Performance Management Scheme, which is expected to be
worked out in the next six to nine months. When this system is in place, the EAA will link its annual
salary adjustment for its staff with their performance. | hope that the system will encourage good
performance and enhance the standard of service of the Authority’s staff.

Looking ahead

In a rapidly changing world, looking ahead is not always easy. However, | believe certain things are
to be expected. The demand from the public for a higher standard of conduct and professionalism
from estate agents will continue to intensify. Equally, public expectations for the EAA to be an
effective and responsive regulator will continue to rise. Our ability to work out measures to prevent
budding problems from developing into full-blown ones will be tested again and again, and we must
stay ahead of the game. To do this, the Administration will look to the Board for its foresight and
guidance. Our staff must be as committed as ever, and we will need to better train our own staff so
that we can effectively deal with the challenges ahead.

| am privileged to be involved in the work of the Estate Agents Authority at this juncture. In
particular, the trust put on me by the Board has been unfailing, and | am indebted to the wisdom
and counsel given by Board members in general, and the Chairman in particular. But above all, | am
indebted to the support and goodwill of my colleagues, who collectively have contributed to the
smooth running of the EAASs core business.

Rosanna Ure
Chief Executive Officer
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