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In 2009/10, the EAA conducted more than 900 compliance inspections at estate agency shops.
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Laws are only as effective as their enforcement. As a regulator, the EAA
must not only enforce the law effectively and fairly, but also be seen to
do so.

Through investigating complaints, conducting compliance inspections
and disciplining non-compliant estate agency practitioners, the EAA
seeks to facilitate fair and open property transactions and raise the level
of compliance among practitioners.

In view of the changing market, the EAA also reviews the practices
of the trade and draws up new practice circulars from time to time to
provide new guidelines and directives for the trade to follow.

Law enforcement

Number of complaints, inspections and enquiries

In 2009/10, the EAA received 638° complaints. The majority of them
were related to second-hand properties, with only 29 cases, or 5%, were
related to first-hand properties.

During the same period, the EAA completed investigations into 663
complaints, of which 204 or 31%, were found to be substantiated. Only
nine of the substantiated cases concerned first-hand properties. Key
allegations of the substantiated cases were: failure to sign an estate
agency agreement with clients or to explain the agreement to clients;
improper handling of information on building maintenance or alterations;
and failure to conduct a land search or provide clients with a copy of the
search results.

5 includes cases referred to the EAA by other law-enforcement agencies

T:
Laws are only as

effective as their
enforcement. As

a regulator, the
EAA must not
only enforce the
law effectively and
fairly, but also be

seen to do so.”’
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In the year, the EAA conducted 2,042 compliance inspections — 1,129° at first-sale sites and 913 at
estate agency shops. The EAA also carried out 538 inspections of online advertisements posted by
estate agencies. During the inspections, EAA staff briefed practitioners on the various legislative
requirements and gave on-the-spot advice to rectify shortcomings. As a result of these inspections,
the EAA instigated investigations into 36 suspected non-compliant cases.

The EAA also launched investigations into 147 licensees who had allegedly either made false
declarations or provided false documents when applying for a licence, or who were suspected to
have failed to meet the statutory requirement of being “fit and proper” persons.

A total of 106 self-initiated investigations were completed in the year, among which 74 cases were
substantiated. Of the 74 cases, 20 were related to first-sale properties.

The EAA also handled enquiries from both the public and the trade on estate agency-related legal
issues, conduct and practices. In 2009/10, 9,102 such enquiries were handled.
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*BIER AR AR A Sk R A IR AR AT B R AR A previous years.
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curtailed because the complainee was no longer a licensee.

5 includes the development sites, sales offices and vicinity
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The EAA handles enquiries from the public and the trade on estate agency laws and practice. (simulated photo)
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Immigration consultants and estate agency work

The EAA widens the scope of its enforcement work from time to time to respond to new market
conditions and the needs of the community.

There were a growing number of Mainlanders investing in properties in Hong Kong, as well as
immigration consultants’ arranging for them to view properties here. Considering that such work
might fall within the scope of estate agency work, the EAA organised a forum on the subject in
December 2009.

The forum was attended by some 30 participants, including representatives from immigration
consultants and major estate agency companies. They were briefed by representatives from the
EAA, Consumer Council, Immigration Department and Joint Financial Intelligence Unit on the
relevant regulations and points to note when making such arrangements. In particular, they were
advised to apply for an estate agent’s licence if they intended to carry out estate agency work, on
the conditions of stay for visitors (including Mainland staff of immigration consultant companies)
and measures to prevent money laundering.

As estate agency work has a wide meaning under the law, people in other sectors might have
conducted estate agency work and breached the law inadvertently. As a preventive measure, the
EAA sent out advisory letters to a number of companies in the property management, banking and
travel industries, advising them on the statutory requirements under the EAQ.

Buying up old properties

The year saw heated debate in the community over the lowering of the threshold for the
compulsory sale of old buildings and growing concerns over the practices of estate agency
practitioners who assisted developers in buying up old buildings. The EAA acted preemptively, and
in March 2010, met an estate agency company which specialises in acquiring old buildings. At the
meeting, the EAA reminded the agency company of the relevant laws and regulations, and of the
need to establish proper systems to supervise its frontline practitioners.

We considered it essential to extend the EAAs reach to other estate agents specialising in the
acquisition of old buildings in a bid to enhance the trade’s understanding of the relevant legislative
requirements and rules. A forum on the subject was, therefore, being planned at the end of March
2010. The EAA will also issue a practice circular to highlight the professional standards expected of
estate agents when they acquire old buildings for clients.

First sales

The focus of the EAAs enforcement priorities is on practitioners’ order and sales practices at first-
sale sites. In the year, the EAA took firm action against disorderly behaviour at first-sale sites,
in particular the dangerous act of intercepting vehicles to tout for business. Instead of merely
administering warnings, the EAA launched full investigations into each incident, which resulted in
ten practitioners being fined and having their licences suspended.
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The management of a licensed estate agency has the statutory duty to establish proper systems
to supervise frontline practitioners to ensure their compliance with the provisions of the EAQ.
Therefore, apart from investigating contraventions by frontline practitioners, the accountability of
managers and senior management in the cases concerned was also seriously examined.

Cyber patrols

In the year, the EAA stepped up its cyberspace patrols to spot check online property listings posted
by estate agencies. The number of inspections increased from 221 in 2008/09 to 538 in 2009/10.

Following the success of the first forum on online advertising in March 2009, another forum was
held in July to promote awareness of the relevant legislative requirements among estate agencies.

Inquiry hearings

The Disciplinary Committee conducts inquiry hearings into cases of non-compliance by licensees.
It also inquires into whether licensees who have committed criminal offences or are undischarged
bankrupts are eligible to continue to hold licences.

In 2009/10, the Disciplinary Committee conducted inquiry hearings into 186 cases and substantiated
173 of them (i.e. 93%).

As a result, a total of 188 licensees were disciplined, among which 133 were individual licensees’
and 55 company licensees®.

During the period, there was no revocation of licences but 34 licences were suspended for periods
ranging from one day to two months. These licensees were found to have been convicted of
offences involving fraudulent, corrupt or dishonest acts, or to have engaged in unprofessional
conduct such as making misleading representations, failing to protect and promote the interests of
their clients, or failing to exercise due care and due diligence.

Fifty licensees were fined, with the amount of the fine ranging from $1,000 to $80,000.

7 Including sole-proprietors and partners of estate agency firms
8 Limited companies
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Common types of non-compliance*

2B Number

1. RAEEITIERM AE SRR L EMRE RSO
Failure to conduct a land search/supply the land search result to 37
the purchaser/tenant

2. REREPHEIMEREBHZ
Failure to enter into an estate agency agreement with a client

23

3. EZHEBRNRIMREES  RENGEHEEREMBELES
FEEANTEE R EFPIERTR
Placing a false or misleading advertisement; advertising without 21
the vendor's prior consent; or advertising in contravention of
vendor's instruction

4. HEBARFRLENTES RS ER 2

Not eligible to hold or continue to hold a licence due to a conviction

20

5. REEBRRRANMEERR
Failure to possess prescribed property information

12

6. REEEREREEEAONERHANATCEETIRERS
BE R ELFBBEETEE
Failure to verify whether the signatory was duly authorised by the
owner or landlord to sign the Provisional Agreement for Sale and

Purchase/Provisional Tenancy Agreement; or failure to procure

10

the signatures of all joint owners

7 W —FEREBEREEEMESOREL
Creating disorder by intercepting vehicles when promoting 10
first-sale properties

8. REERTRKE,/RESRIEKABEB AR XA - LLERBH

EER

Failure to notify the EAA in writing within 31 days of the appointment 9
of managers/becoming or ceasing to be a member of partnership

9. BB EEN T 7
Failure to disclose interest/conflict of interest
Bankruptcy

* BoETEERS RBE—REREE
* There was more than one type of non-compliance in some inquiry hearing cases.
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Disciplinary powers exercised by the Disciplinary Committee

2007/2008 2008/2009 2009/2010
p T A
ERGAAM 173 208 186
Number of hearings
WE D WIFBARAREE
Number of licensees 191 226 188
disciplined
REEIME?
Type of sanction®
I T =
AR ER . 1565 191 148
Admonishment/reprimand
=2
=4 41 71 50
Fine
TE R R B g o
Attachment of conditions 99 100 87
to licence'™
TR mIHAERR
2 1%%%_}#2‘3 _ 30 26 34
Suspension of licence
. . 1 1 0
Revocation of licence

O FEEHHERF  A—HEAE—TERPZIBBE—HLE 9 In some cases, more than one disciplinary sanction was
B e imposed on the same licensee.

o pradEE S eEE R IS BT RIMRIR(ERE ' Apart from the attachment of conditions by the Disciplinary
1501 ) 5517(3) 1&ETRRMIME S » £2007/08 FEIL 73 BIREE Committee, the EAA also attached conditions to the licence
KR A HRE AR B N6 ¢ 2008/09 FEfE 1+ 40 B ER S A B SR of 73 bankrupt licensees in 2007/08, 40 in 2008/09 and 72 in
88 _E M ANIEME ¢ 2009/10 FE1E 72 B ES R A KRR R L HT N 2009/10, pursuant to section 17(3) of the EAO.

Tt o
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[PREERIRNE |(FAE 1) R[HAEERRE |(FE2)IEET 09-09 (CR)
EMRZ RALBIRE 09-10 (CR)
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Legal services

With mounting public concern about data security and given that estate agency practitioners often
need to handle the personal data of their clients, the EAA commissioned a consultant to draw up an
information security policy and guidelines for estate agencies. In December 2009, the EAA issued
an information security policy and guidelines to provide further guidance to the estate agency trade
on the protection of personal data privacy.

The Information Security and Privacy Protection Policy and Guidelines for Estate Agents lays down
the minimum requirements for the trade, with regard to the protection of personal data privacy.
While the policy is applicable to estate agency firms of all sizes, two different sets of guidelines
were formulated, one set for small agencies and the other for medium and large agencies.

The EAA also issued new practice circulars on six other topics, including online advertising, verifying
the identity of vendors, and the signing of provisional agreements for sale and purchase or tenancy
agreements by limited companies.

At the end of March 2010, the EAA was preparing a new practice circular on the leasing of old
properties with unauthorised building works, as well as consolidating and updating the practice
circulars on the sale of first-hand residential properties.

Separately, in November 2009, the EAA expressed views on the Consultation Document on Review
of the Personal Data (Privacy) Ordinance. The EAA supported the proposals of, among others,
directly regulating data processors, instituting a voluntary breach notification system and making it
an offence to obtain, disclose or sell personal data without authorisation.

In the year under review, the EAA issued the following practice circulars:

Titles of Practice Circulars Number
Advertisements posted outside vacant shops and in public places 09-04 (CR)
Online Advertising 09-05 (CR)
Signing of Provisional Agreement for Sale and Purchase/ 09-06 (CR)
Provisional Tenancy Agreement by a limited company
Race Discrimination Ordinance 09-07 (CR)
Verifying the Identity of Vendors 09-08 (CR)
Amendments of Property Information Form (Form 1) and 09-09 (CR)

Leasing Information Form (Form 2)

Information Security and Privacy Protection 09-10 (CR)
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