Good corporate governance
through effective control systems

HHBE REEHER



R

COI‘pOl’ ate governance

Y RIEIB IR IR
% JA 1 it DL 32
FHE B A
O o T RO B
WA R A e

AR > AR
NfEhmEM
€ o DL R e B

EORH o2

84 | swErmeem - 2000105 EH

EERFAREHERENARKE  —ERNERRINVKREES - &E
FEBRMZBERARTTERANAREL - H2EARBBEMNEGIRE
fF WHEBSAEINERE - URBRBERE - BB AR BER -
ERBERTENETE -

EERESRRITRRR
EERREERMOKTARRMM  ARNTEERNEEBR - SIFE T
BNEER

EEREZRKERBRAFITRETREERE  REL  AIERFE—4
NEBRETN\% - KEREHE EAER - BEMERETE - BERD
EXERETAALARRZEN—EZEE - FRZEGNEE/NMEDH
BESENKEREFHNME—  EZRVUIEHEERFHEER - BOZEM
EE/ME -

EERERMENBRINEFE  #RARYREEREFRKEMHAE -
ARMARZXERNAEENELD - EEREFRNEREZER - BAREE
BEREHRENERE  UYEFEHER - AN EARRIREERBRANER
AN EBER  UREMNEREERANGFHRIEENDERNEMFFS
NRAI B R BRI BRI E R R P RFITHERCH o

EERET —ERERERS  BTRIFNEEERL  LWneHE - B
BRI AEERERTERZES  FE/NENEERITHREBMNE N
 EREERBEEMABIER - URABTENHEEE

AN BEEREARITM - BIETATR  MEITRIE



As a public body with a regulatory role, the EAA is committed to
good governance. It strives to operate effectively and efficiently and
to maintain a high level of accountability, credibility and transparency,
by adopting measures that enhance governance and foster public
confidence. The EAA reviews its policies from time to time in a bid to
meet a high standard of excellence.

EAA Board and Administration

The Board is the highest decision-making authority and sets all major
policies including the work plan and budget of the EAA.

Members of the EAA Board are appointed by the Chief Executive of
the Hong Kong Special Administrative Region. The Board consists of
a Chairman, a Vice-chairman, and 18 ordinary members from various
sectors in the community, including the estate agency sector. Five
standing committees and one working panel were set up to advise the
Board on various matters. The terms of reference and membership of the
committees and panel are at Annex 1. The Board may also from time to
time set up other working parties or groups to deal with specific issues.

To maintain public confidence in the integrity of Board Members and
in the impartiality of their advice, the EAA adopts a two-tier reporting
system — that is, Board Members are required to register their interests
with the EAA upon appointment to membership, and annually thereafter;
and they are also required to declare their interests in any matter under
consideration by the EAA, as well as any conflict or potential conflict of
interest they may have with the EAA. The register of interests is available
for public inspection upon request.

As a measure of good corporate governance and to reinforce the culture
of accountability, the Board formulated a Corporate Authorisation
Manual for the EAA, specifying in detail the Board’s delegation of
authority to its standing committees, working groups/panels and the
EAA Administration, to ensure that the business and affairs of the EAA
are conducted responsibly and effectively, and that a comprehensive
framework of checks and balances is in place.

All EAA staff are further subject to the rules in the Staff Handbook, which
sets out the code of conduct for them to observe.

““The EAA strives

to operate
effectively and
efficiently and

to maintain a

high level of
accountability,
credibility and
transparency, by
adopting measures
that enhance

governance and

foster public

confidence.”’
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In the year 2009/10, the Board met five times and considered 68 papers. The average attendance
rate of Board Members was 81%. The number of meetings and the average attendance rate of the
standing committees and working panel were as follows:

Number of Average Number of
meetings held attendance rate of papers
Standing Committee in 2009/10 Board Members considered
Finance and Strategic 2 75% 14
Development Committee
Licensing and 3 95% 1
Practice Committee
Disciplinary Committee 2 89% 14
Professional Development 1 100% 1
Committee
Section 28 Investigation Committee 1 100% 1
Examination Panel 0 - 2

The Administration of the EAA is headed by the Chief Executive Officer, who is responsible for
implementing the EAASs policies and managing the EAAs operations and affairs.

Accountability and transparency

The EAA is required to furnish to the Secretary for Transport and Housing an annual report, an
audited statement of accounts and the auditor’s report within six months after the end of the
financial year. Copies of which have to be laid before the Legislative Council.

Members of the public are kept abreast of the EAAs regulatory affairs and initiatives through its
press releases, website and Horizons newsletter. Licensee figures, examination statistics and the
results of inquiry hearings are released on the EAA website regularly.

As a responsible and responsive regulatory body, the EAA has a set of performance pledges whose

level of attainment is reviewed regularly to identify areas for improvement. The attainment level in
2009/10 was satisfactory. Details of the pledges and the attainment level are at Annex 2.
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Independent checks and balances

Review by external parties

The EAAs statement of accounts is subject to audit by an external auditor. During the year, Deloitte
Touche Tohmatsu was the auditor of the EAA.

In 2009/10, the EAA formed a Work Group on Human Resources Consultancy Recommendations
and engaged an external consultant to review its human resources policies and procedures and to
recommend alternative measures for the EAAs consideration.

With The Ombudsman Ordinance (Amendment of Schedule 1) Order 2009 as ordered by the Chief
Executive of the HKSAR Government taking effect in October 2009, the EAA will come under the
jurisdiction of The Ombudsman in July 2010.

Appeals against EAA decisions

Under the Estate Agents Ordinance, any person may appeal against the EAAs decisions concerning
refusal to grant or renew a licence or its disciplinary sanctions by writing to the Secretary for
Transport and Housing.

The Secretary for Transport and Housing is required to appoint a panel of persons for the purpose

of hearing such appeals. The appeals are determined by a tribunal, the members of which are
appointed by the Chairman of the panel from members of the panel.
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To consider strategic issues of long-term significance,
in preparation for consideration by the Board.

To examine issues of major financial significance, in
particular, staff cost implications, budgetary matters,
long-term financial planning and asset management,
and to make recommendations to the Board
for consideration.

To oversee human resources management and
to review and approve establishment structure,
reorganisation, manpower planning and development
of human resources policies and procedures.

To examine issues of major significance in human
resources management, in particular, remuneration
and allowance policies and terms and conditions of
employment of the EAA employees (including the
Chief Executive Officer and Directors), and to make
recommendations to the Board for consideration.

At the direction of the Chairman, to review and
evaluate the performance of the Chief Executive
Officer and Directors for the purpose of confirmation
of appointment, extension of probation, promotion,
dismissal, termination or renewal of employment or
other employment related issues and the granting
of any performance-linked awards, and to make
recommendations to the Board for consideration.

To review and endorse the annual work plan and
budget prepared by the Administration and to
recommend the same to the Board for consideration.
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7. To make recommendations to the Board on the
investment of the EAA monies.

8. To monitor trade and community response to the
EAA regulations and policies and, on such basis,
recommend appropriate actions to the Board and/or
the standing committees for consideration.

9. To perform such other tasks as the Board may from
time to time delegate.

10. To obtain legal and/or expert advice or service
relating to the exercise of the Committee’s
functions and powers as and when the Committee
considers necessary.

Membership
Chairman:  Ms Vivien Chan, BBS, JP
Members: Mrs Amy Liu Tam Yuen-king, JP

Ms Connie Lau Yin-hing

Mr Eric Lee Chun-ming

Mr William Leung Wing-cheung, BBS, JP

Mr Alexander Lui Yiu-wah

Mr Ma Ho-fai, SBS, JP

Mr Richard Sun Po-yuen

Mr Wong Kin-yip

Permanent Secretary for Transport and
Housing (Housing) or his representative
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Mgk— HWZEHBE - Annex 1 Standing Committees

To prescribe licensing requirements for estate agents/
salespersons.

To consider and recommend the criteria for exemption
from the licensing requirements for any particular class
of persons.

To instruct the EAA Administration to process
applications for licences/SPOBs and to grant such
licences/SPOBs to applicants meeting the licensing
requirements.

To consider and if thought appropriate, to approve or
refuse applications for licences/SPOBs brought before
the Committee for consideration.

To attach to licences such conditions as the Committee
may consider appropriate.

To review and make recommendation on the scale
of licence fees and charges for services provided by
the EAA.

To consider and design the application forms, licence
forms, licence register, notice forms and other
related documents.

To draw up a code of ethics governing the conduct and
practice of the estate agency trade.

To review and make recommendation on regulations
under the EAQO relating to the practice and operation of
estate agents.
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10. To consider and review practices within the trade and
prepare practice circulars or guidelines on various
aspects of estate agency work from time to time.

11.  To monitor compliance of the EAO and its subsidiary
legislation, the Code of Ethics, practice circulars or
guidelines; and to liaise with the trade on ways to
improve the standard of practice and quality of service.

12. To obtain legal and/or expert advice or service
relating to the exercise of the Committee’s

functions and powers as and when the Committee

considers necessary.

Membership

Chairman:

Mr William Leung Wing-cheung, BBS, JP

Vice-chairman: Ms Connie Lau Yin-hing

Members:

Board-
appointed

members:

Ms Katherine Hung Siu-lin

Mr Anthony Kwok Chong

Mr Lee King-leong

Dr the Hon Joseph Lee Kok-long, SBS, JP

Permanent Secretary for Transport and
Housing (Housing) or his representative

Ms Jasmine Ng Chi-ping

Mr Stephen Or Hing-chit

Ms Angela Wong Ching-yee

Mr Lawrance Wong Dun-king
Representative of the Consumer Council
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Mgk— HWZEHBE - Annex 1 Standing Committees

To draw up guidelines and procedures to ensure
consistency and fairness in handling disciplinary cases.

To receive, consider and inquire into complaints
as mentioned in section 29(1) of the EAO and
submissions by the Chief Executive Officer as
mentioned in section 29(2) of the EAQ that are referred
by the EAA to the Committee, and to conduct such
inquiry as the Committee may think fit after having
considered such complaints and submissions.

To receive and inquire into complaints lodged against
licensed estate agents or salespersons for breaches
of the Code of Ethics, practice circulars or guidelines
issued to the trade from time to time by the EAA.

To consider the reports and recommendations of
the investigator appointed by the EAA under section
28 of the EAQ, with referral by the Section 28
Investigation Committee, to look into suspected and
alleged breaches or non-compliance of the provisions
of the EAO and to conduct such inquiry as the
Committee may think fit after having considered such
reports and recommendations.

To exercise any of the disciplinary powers provided
under section 30 of the EAO as the Committee
considers appropriate.

To attach to licences such conditions as the Committee
may consider appropriate.



7 BIEABLZEESETENTRIETF 7. To refer from time to time cases of malpractice or

EHRFEAREREMEES S - E complaints considered by the Committee to other
HIET SRS RTBUR « EARRG - committees for formulation and/or revision of policies,
HMEBRHAITEE B 2 BE practice or regulations for better discharge of the

EAASs functions.

8. WRAFTE RELEEITHEHBE 8. To obtain legal and/or expert advice or service
MENEEREEZR HKBEERN relating to the exercise of the Committee’s
AR © functions and powers as and when the Committee

considers necessary.

Membership

FE BEIBELE - SBS © JP Chairman: Mr Ma Ho-fai, SBS, JP

B : PRAIEE L Members: Dr Bob Chan Yau-ching
ERA%E - JP Mr Lester Garson Huang, JP
BlFFEat Ms Serena Lau Sze-wan
= Mr Eric Lee Chun-ming
TRTEL Mr Lee King-leong
ARES L Mr Alexander Lui Yiu-wah
MRELE Mr Ng King-wah
REREE Mr Richard Sun Po-yuen

LEKE © REERAE Board- Mr Antonio Chu Lok-sang
FPERER S appointed Mr Dennis Kwok Wing-hang
RERHEE members: Mr Johnny Leung Ka-kui
RUB FHE Mr Kenneth Leung Kai-cheong
BEREE Mr Liu Chi-ming
IS % A Mr Calvin Tse Shun-lai
FEEEL LT Mrs Karen Wong Law Kwai-wah
=LA - OBE * QPM + CPM Mr Wong Tsan-kwong, OBE, QPM, CPM
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To examine the training needs and design appropriate
training programmes to raise the competence
of licensees.

To oversee the implementation of the CPD
Scheme including:

a. conducting periodic reviews on its focus, scope
and requirements;

b. determining guidelines for assigning core and
non-core activities;

c. approving CPD activity providers and evaluating
CPD activities;

d. adopting appropriate CPD activities of other
professions and trades into the CPD Scheme of
the EAA; and

e. monitoring the effectiveness of the Scheme
and making recommendations to the Board
as appropriate.



3. MEBEXRXRABERHEER  YER 3.
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To advise on professional exchange activities and
monitor the administration of scheme(s) relating to

AT ° reciprocal recognition of professional qualifications for
the estate agency trade.
4. WRBEE REESTBETRIT 4. To obtain such legal and/or expert advice as the
FEBEMENENE B ER Committee may consider necessary for or in relation to
R/ HEEER o the proper discharge and exercise of the Committee’s
functions and powers.
24=1 Membership
FE USRS E Chairman: Mr Eric Lee Chun-ming
4= g+ Members: Ms Katherine Hung Siu-lin
B bt Mr Anthony Kwok Chong
BlFFEat Ms Serena Lau Sze-wan
BERZ+ Ms Elaine Liu Yuk-ling
MRELE Mr Ng King-wah
BEHLEERTEIMER Permanent Secretary for Transport and
(BFE)HHEREK Housing (Housing) or his representative
ZEKE : BFXET Board- Dr Kwong Tsz-man
2 BiE+ appointed Dr Joseph Lau Kwong-yiu
EREE L members: Dr Charles Wong Kit-hung
B R NE Ms Caroline Yeung Choi-fung
RRIEXE Mr Alex Yu Ka-ki

BEdIsmBERE

Representative of the Vocational
Training Council

Estate Agents Authority * Annual Report 2009/10 97



Migk— HWHZHE - Annex 1 Standing Committees

E. 28 1(BAELEES E. Section 28 Investigation Committee

1. BLAAEEEE 2RBCERIR BRG] To formulate guidelines for and procedures on the
(1501 )) F 28 xR AE R EZ selection of cases for investigation under section 28 of
EFESIFERF o the EAQ.

2. EBERECED ) F28KEITHR To oversee the conduct of investigation under section
& WRATIERESADIRAE - 28 of the EAO to ensure its full compliance.

3. EXNMERETRITHEMAMRERA To receive and consider reports and recommendations
ERERBEA ) E 28 ETRE from the EAA Administration on suspected or
BB SOP IRIE R S0R B B SrCIE R D) alleged cases of breaches or non-compliance of
RIFRTE MEX R EZRFT 2 R KRS a requirement(s) or other provision(s) of the EAO
B warranting investigation under section 28 of the EAQ.

4. RBUEHI)FE 286 EFHEE @ B To appoint investigator(s) under section 28 of the EAO
FAEZEERAERENAERANTH to conduct such investigation and carry out such duties
RABHERBT - as the Committee considers necessary.

5. EXNERBECEL )FE 281KEME To receive and consider the reports and
WS B FTIR R RS MR © recommendations from the investigator appointed by

the Committee under section 28 of the EAQ.

6. WAECERBZZESGZZERITE Where the investigator recommends to the Committee
B ) ZE 30 EFTET ML R E D B that the exercise of disciplinary powers under section
BH - A BRERERLEZES 30 of the EAO should be considered, to refer the case
BRIE o to the Disciplinary Committee for its consideration.

7 WREFE - gITECEN ) E 28 1% To obtain legal and/or expert advice or service relating
FraT AR S & Bk pE ANHE R K2 to the exercise of the EAAs functions and powers as
5/ SBEE R SRE © prescribed by section 28 of the EAO as and when the

Committee considers necessary.
8. TTERBITCIEN ) ZE 28 IRFTET A MY To exercise and perform any and such of the EAAs
EE PR S o functions and powers as prescribed by section 28 of
the EAOQ.
j54=1 Membership
R PEfErL - JP Chairman: Mrs Amy LiuTam Yuen-king, JP

KE : BE¥B L
£HMI%HE - BBS 0 JP

Members: Ms Elaine Liu Yuk-ling

Mr Herbert Tsoi Hak-kong, BBS, JP
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Examination Panel

To determine the examination syllabi and examination
fees for the qualifying examinations for estate agents
and salespersons.

2. MREANZIFE - WRFTEED To examine the training needs and design appropriate
BIIRE - RAREABALHAH training programmes to raise the knowledge level
K o of aspiring licensees.

3. REREZHMBITIIESIFTER - To set the parameters for the administration of the

qualifying examinations.

4. EBEEEREANERTHARE - Z To oversee and give direction to the EAA
FEREZERBRBOBEARTE - Wt Administration in the setting and moderation of
MESE B TIERFIE R3] - examination questions and determination of penalties

for breaches of examination regulations by candidates.

5. R MEEEREAREZERSH To review and determine the pass marks and
BRDETNERZDE - commendation marks for the qualifying examinations

and each part thereof.

6. WRAFTE - gt/ EITHEEBEANE To obtain legal and/or expert advice or service relating
NEEVERR, REXEER IR - to the exercise of the Panel's functions and powers as

and when the Panel considers necessary.
24=1 Membership
FE PR E1E+ Chairman: Dr Bob Chan Yau-ching
K8 : M A Members: Mr Anthony Kwok Chong
= Mr Eric Lee Chun-ming
TREAE Mr Lee King-leong
hRELE Mr Ng King-wah
LEKE - BEELAE Board- Mr Fu Tak-wah
REREE appointed Mr Ng Kin-yuen
HEAEEL members: Dr Maurice K STse
=iREET Ir Dr Stanley K C Wong
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Annex 2
Achievement of performance standards in 2009/10

& Enquiries

[EIZEEH Respond to enquiries

e BIEEH e Telephone enquiries
BEAE (voice mail messages)

s EHEN ¢ Written enquiries

E#%Z% Qualifying examinations

AR Issue result slips™

BAE

& 88 Licensing

RIBFTER AR K Process new licence
BIREEE and licence renewal

applications

RARTIEEE  Refund of application
R EUBRERER  fees for rejected/
BHIEREA cancelled applications

e TEIT/ERA o Within 1 working 100%
day
e 10fATZ{ERA e Within 10 working 100%
days
ZH%/ 2318  Within 23 working 100%
TERA days after the
examination
10 EZVERA®  Within 10 working 100%
days’®
101EZ¥ERA " Within 10 working 98.8%
days"

v RERERESENRTILBENARER -

BHERTEEARNZBEDL

R MR

v AEERKZMREE  AHRERRXMZ B =3
HIRER, B E (R R A (HeEm 2 B) Bk - 1
EERARERAFIHAMBIAEZEGEERENA
EERMEE AR JIRE - REEFITER - EEREE
IR R Ry - AR R ARE =& (PINWEEIRE
ERANERR) SHNERFE - FRIEER - TR

SERLESIERERE o

v REBUHSER R FE 2 RiEat  MBREMRRE

EEREXEFEARRZ B -
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Al e 28

5 Issued by the Hong Kong Examinations and Assessment Authority, authorised by the

1

6

3

EAA to administer the examinations.

From receipt of the application, the required fee and documents to the date of
issuance of a licence/statement of particulars of business (i.e. the date the licence
is available for collection). This service target does not apply to applications requiring
determination by the EAA Licensing and Practice Committee as to whether the
applicant fulfils the statutory “fit and proper” requirement. A longer duration is
needed for such cases for the EAA to make enquiries and for the applicant or any
third party (such as the Official Receiver's Office, trustees-in-bankruptcy or the Police)
to respond before the EAA approves or rejects the application.

From the date the application is cancelled or rejected; for bankruptcy cases, from the

date of receipt of instructions from the Official Receiver's Office or the trustee-in-
bankruptcy in question.



R :FEIE Complaints and enforcement

HEUEIR 3T A
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Acknowledge receipt
of written complaints

Provide a written

response to complainants
upon receipt of sufficient

supporting documents

Notify complainants
of the outcome of
the investigation

Notify complainees
(licensees) of the
outcome of the
investigation

# 20 Disciplinary proceedings

BITHIRLE Conduct the first
HER disciplinary inquiry
hearing of a case
BESEEEFTEI CPD
TEXEIEFFEE  Process applications
EE)EFRA] for endorsement of
KRS CPD activities
ZEHTHEFE | Issue certificates
F2MEEEBHE  of attendance for
MEIFESEE EAA-organised
EEBHEFE A CPD activities

S5EI{ERA  Within 5 working 100%
days

15EIZERA  Within 15 working 99.8%
days

108 ¥ERA ™ Within 10 working 99.7%
days'™®

10fEZVERA ™ Within 10 working 99.8%
days'®

FERKFAERE)  Within 90 working 98.5%

Q0 EL{ERA  days after completion
of investigation

20fEL{ERA Within 20 working 100%
days

30EIL#ERA  Within 30 working 100%
days

kAT AR RNEERREREBERETR
2R - BIAMBIRER A B AR A E 2 B st -

© TEEERITLEAMANRFESR  EZPIRE  EERIA
BARRE BHE 21 KA BEORE A EEBAF REAM
B AZORTE P OEAEMA -] o

'8 From completion of investigation or, in the event the case is submitted for an inquiry
hearing, the date of the letter notifying the complainee of the result of the hearing.

¥ Excluding cases that are submitted for inquiry hearings. In these cases, the statutory
requirement is for the EAA to “within the period of 21 days beginning on the date of
the relevant decision, [to] notify in writing the licensee and any other person against
whom the decision is made of the decision...”
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