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REPORT OF THE CHIEF EXECUTIVE OFFICER

Introduction

This is the second report | present as the Chief Executive Officer of the Esfate Agents Authority
(EAA). During the financial year 2010/11, the property market in Hong Kong experienced
a bumper year, with the total number of transactions hitting a high of 160,049, up 4.19%
compared to that of the previous financial year. This has in turn atiracted new blood joining the
estate agency trade.

Socio-economic backdrop

The property market experienced a dramatic turnaround after the financial tsunami in late 2008
and since then the number of fransactions has been on a steady climb. The fofal transaction
value of properties locally amounted to HK$721.43 billion in 2010/11. On the one hand, this
has proven to be beneficial to those professions closely related to the real estate business. Yet,
on the other hand, the steady climb in property prices has been a matter of concem to many.
Being a key player in facilitating property transactions, esfate agents are increasingly under
close scrutiny by the public. The red-hot first sale market has in particular drawn the attention
of the public, and issues such as the order of first sales sites, and information passed onfo
consumers are matters of public inferest. The everrising property price has not only benefited
real estate developers, but has also brought opportunities to another group of practitioners —
those specialising in the acquisition of old buildings for redevelopment.

Number of licensees on a steady climb

The number of individual licensees climbed steadily in the financial year, rising from 27,433
to 31,984, a 17% increase. Such an increase was matched by the company licensees and
Statements of Particulars of Business (SPOBs) issued by the EAA, which increased by 25% and
18% respectively within the financial year.  The increase has put pressure on the EAA, not only
because there is an everincreasing number of licensees we need fo regulate, but also because
keen competition between licensees may generate various problems.

A responsive and proactive approach to regulate practitioners

In recent years, the EAA has adopted a very proactive and responsive approach fo regulate
our licensees, so that emerging issues could be dealt with swiftly, thus preventing them
from festering.

To ensure those who are licensed by the EAA have the required professional standard to
discharge their duties, the EAA constantly monitors and makes necessary adjustments to
the qualifying examinations we administer. The average pass rates of estate agents and
salespersons qualifying examinations stood at 35% and 51% respectively in 2010/11. Setting
examinations at an appropriate level to ensure those who pass meet the requisite standard is
the first and one of the most effective mechanisms the Authority uses to maintain and raise the
professional standards of our licensees.
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Passing the qualifying examination is just the first step. According to the Estate Agents Ordinance
(EAQ), an individual must meet a number of conditions before a licence is issued. Very careful
checks and verifications are conducted to determine if an individual fulfils those conditions, and
false declarations will be dealt with severely, often resulting in criminal prosecution. The EAA
takes its licensing work very seriously, and unsuitable candidates will be rejected. In 2010/11,
7,189 new applicants obtained a licence to practise.

Timely guidance through issuing practice circulars

Being a trade which has close interaction with the public and deals with transactions worth
millions of dollars, licensees must exercise great care and due diligence in closing a deal. The
EAA regularly issues practice circulars and other guidelines in order to make sure licensees
comply with the relevant legislative and regulatory requirements. In 2010/11, the EAA issued
six practice circulars, covering such topical issues as leasing properties with unauthorised
building works, conduct and behaviour of esfate agents in promoting first sales, and conduct of
licensees in helping to acquire old buildings for redevelopment purposes. This timely guidance
alerts licensees to the relevant legislative or regulatory requirements, and reminds them fo abide
by these rules.

Ensuring compliance and complaints handling

One of the important components of a regulatory regime is compliance checking and the
ensuing disciplinary regime. EAA staff pay regular visits to first sale sites and estate agency
shops to make sure licensees follow our advice and instructions. Breaches will be followed up
vigorously and substantiated cases are brought before the disciplinary panel for hearing and
adjudication. In 2010/11, 1,150 and 1,482 visits were paid to first sale sites and estate
agency shops respectively, and 490 cyber-patrols were conducted. 222 licensees were
disciplined in the year, their penalties ranged from reprimands, admonishments and fines, fo the
suspension of licence. No licence was revoked in the year.

Cases handled by the EAA are not solely generafed from proactive investigations initiated by
the Administration. Indeed, as consumers become more aware of their rights, they are offen
the first line of defence against unscrupulous or unprofessional behaviour of our licensees. In
2010/11, 659 complaints were received, a slight increase of 3.29% compared fo the last
financial year. On the other hand, there was a slight decrease (less than 1% in the number of
enquiries (2,032), compared to 2,102 in 2009/10. The Administration pledges to follow up

these enquiries/complaints efficiently and professionally, without fear or favour.

Raising professional and ethical standards

To raise the professional standard of licensees, in the year, 523 continuing professional
development (CPD) courses/activities were organised by the EAA and other activity providers,
attracting around 34,000 participants. Amongst the programmes organised by the EAA,
subjects such as handling properties with unauthorised building works, transaction of village
houses, and lowering of the threshold for the compulsory sale of old buildings were covered,
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and licensees considered these programmes timely and useful. However, the CPD programme
is deficient in that it is a voluntary scheme. The EAA has kicked off an in-depth discussion on
turning the voluntary CPD programme into a mandatory one. Maijor issues were thrashed out
and deliberated, and more ground work will be done to develop a concrefe plan. We hope
that before long the government will submit legislative amendments fo the legislature on behalf
of the EAA. It is our firm belief that a continuing professional upgrade is the key to better protect
consumer interesfs.

Training is not confined fo imparting knowledge. It is equally important to raise the ethical
standards of licensees. Hence, the EAA initiated the Infegrity Management Programme, hand in
hand with the Independent Commission Against Corruption, in March 2011. This programme,
which will span three years, contains a comprehensive set of fraining materials and a manual for
identifying high-risk areas for remedial action in estate agencies. It is the hope of the Authority
that through this programme licensees will embrace the ethos "It pays to play fair and proper”!

Mutual recognition of qualifications between the Mainland and Hong Kong

Another milestone reached this year was the signing of the agreement between the EAA and
the China Institute of Real Estate Appraisers and Agents (CIREA), which provides a framework
to enable mutual recognition of qualifications between practitioners of Hong Kong and the
Mainland. This mutual recognition scheme aims at promoting the flow of expertise between the
two places, and will enable Hong Kong licensees to practise in the Mainland, and vice versa.

Review of regulatory framework

Since the EAO was passed in 1997, there have been minor changes to the ordinance.
However, with the passing of time, and the changing expectations of the public, a more
comprehensive review of the legislation is needed to make sure it continues to provide a sfrong
regulatory framework. The Administration has started the ground work and will report its findings
to the Board in due course.

Corporate governance

A periodic health check is essential in order to ensure that necessary procedures are in place to
maintain and uphold the Authority’s image as an impartial statutory body. In the year, the Board
reviewed the “Declaration of Interest” system which has been implemented for many years,
and updated the declaration form for use by all Board members. In addition, all members of
the Board and its committees are required to declare their inferests whenever matters come
before the Board/Committee for deliberation/decision. On the Administration’s side, a similar
declaration form has been adopted.

Since coming under the scrutiny of The Ombudsman, in 2010/11, two cases were referred
to the EAA Administration by The Ombudsman. After an in-depth inquest info those cases, the
Administration gave detfailed explanations to The Ombudsman, with suggested improvements
fo our procedures where appropriate. The Ombudsman was satisfied with our replies and no
further action was required. We welcome these referrals because they help us focus on our
deficiencies, and prompt us to make improvements.

Estate Agents Authority * Annual Report 2010/11

21



22

ITHAREER

RAZHE

— BB RAEHLESATIEMAITHEE - SEERTEIRAEHE - 2010/11FE - &
ERER—ZIFERE  MARSERMANKTBRLER - B2011F2AE  EBREER
ERAERE  BRERGTIEHER  BARTHARSHEMENERBRIRE I - BREE
REFSFIHMAMTHELGRE  AARAMEERNIIEN - BERERMEERT K
BHe  BBEHEAARAMEE R ENRIERNER SLERRTMERSBTEHRE
EREITEABEZREQIRIR  YATHRHFINSABMERE - SF3AK  RMAESRR 7K
ERE  A-EBHUETREERNIE RATEEBRESE TETABREEHEXER
B 2010/ 11 F/Z - 1THREFIHBRE 11O REHEEH - AR 25 EEMheE /5K - 13
o 10 RS o

NWMBRARBEREEE

B RINE TR BN MERNEFRE - ERER —AERR A2 XEEFENF
B AHBEMARAEZEREBBEEMEN - EERBUMDEESSF - 2010/11 FEEHT
BT - SBVARERA—F > BN EEBESA - HUTERAARREHRBEAERNFE - 7§
REEEEREFMANEL 2B - WAHEENREERSIARZEFLAENER T -
HRAREBEEEZMEFTE  ERSFHEERBIEN  RBRRXEH  REREVERLE
o RBCEESRA LR BRI BATARTEEZRS  ETRARNMAERER
LERRFEANTN - 201057 A BMRET - EAG 8B HEREFRERNZH AR
BHRALS WAMERLEER  EVHHLSALRMENMRE  BERARELEHENEED
FRESHE  ARNEBESRNTAAAFREEREM

HEEFZORERMNAE TEN—EEE IR - TREMISFEHRNEXAmeRem
AMERFRIRRER - ERAREMNREE  BEEREMRFALEE BTN ML xR
MEE  KMIESFEANKY - EHEXFREFAEEE TR PIFMRIRE TSRS REEK
HIRE - WEMFIHEL D 2ME - NS ELRBNER

RAEERETIMNREND

BETREMREEMNEE -EEREXNSAMLBEENRESE  1THEMINEBR L ARNE
MBITRE © 2010/11 FE - RAMEL —RIANEREEK - 2011 FF4) - RFIBIAT 25
W [RARANEESE | HE T TIERBRBMMNG - #EAEHEET 2 BT
REBE  BITHEFEE  ZFEHBEBREERE - URHAES=BHHNRERESHNE
N e ITRERPITRER ERB TIRF)| - BBTEHRERBE - EHFTENREUNRE T T ENE
FHiE  BERBTIMES - TEREMASNMERTAE  BUSATEKR @ 2011 FEVETHER
ANEBBEBISREE) - TFE—FIERTETHRES - RMBERERE T 2HABR - RIAIK
VTEIZE® - BEIRKREH2NEE  RUETHINFRHEEEZE - RANTHEH
THREHME  AE2RETHMIEEEERBENEARRNEE - RAERBELERE
BRE - MRS NMERERET 2R ERER - RATERNERT -

WEREBEER - 2010/11FF3R



REPORT OF THE CHIEF EXECUTIVE OFFICER

Increasing transparency

Greater fransparency is the cornerstone of a credible organisation and is indispensible in
garnering public understanding and support. In 2010/ 11, the EAA launched a number of new
initiatives o keep the public informed of its new policies and developments. With effect from
February 2011, a press release was issued at the conclusion of each Board meeting, informing
the public of important policy decisions made. Furthermore, apart from the EAA Chairman
hosting two regular press briefings each year to apprise the public of the work of the Authority,
press inferviews and briefings were organised fo lef the public know, through the media, the
new initiatives and measures instituted by the EAA. These inferviews and briefings were usually
hosted by the EAA Chairman and Committee chairmen, assisted by senior officials of the
Administration. A roving exhibition, which publicised the work of the EAA, was mounted af three
MTR stations towards the end of March 201 1. In collaboration with media groups, a number
of consumer education arficles and columns were published. In 2010/11, the Administration
handled 116 media enquiries and organised 25 press briefings/inferviews. Ten press releases
were issued.

Public engagement and trade liaison programmes

Our public outreach and engagement programme is not confined fo the traditional media. VWe
devoted more resources to the web-based approach of information dissemination, which has
no boundary and can be accessed 24/7.  The EAA website had been in operation for many
years and in 2010/11 it was revamped. In addition fo a fresh look, special attention was paid
to make it more userfriendly. This platform not only provides useful information to the public,
but is also a virtual bridge between the Authority and its licensees. The recent revamp is an
important building block for the EAA to infroduce more e-initiatives. The new electronic platform
will enable licensees to obtain news and training materials, submit information, and eventually
renew their licence online. Apart from enhancing our web-based connection with the community,
we also upgraded our telephony system, the most common method the public and licensees
use fo obtain information or make enquiries. Our new enquiry hotline system with advanced
features, including Automatic Call Distribution, was installed in July 2010. While it is inevitable
that a new system might have teething problems, we are hopeful that this will shorten the waiting
fime of callers, while af the same time provide useful information in a userfriendly manner.

Our engagement with the trade is an important component of our regulatory work. The
Administration meets with representatives of eight frade associations on a quarterly basis, and
important issues are discussed and views exchanged. As a responsible regulator, the EAA
regularly reviews and, where appropriate, fightens control over the trade, thus raising the
standards of licensees. A regular dialogue with the trade helps practitioners understand the
rationale behind our new initiatives and policies, and prepares them for the eventual infroduction
of these measures.

Capacity building for EAA staff

Our human resources are the most valuable asset in the organisation. For the EAA to be an
effective and responsible regulator, it is imperative that the Administration is a strong team that
can deliver. In 2010/11, a number of HR initiatives were launched. A new "Performance
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Management System”, which formed the basis of awarding differential salary adjustments to
all staff based on their performance, was introduced in early 201 1. While it inevitably caused
staff some concern in the inifial stage, the Administration firmly believes that such a system will
encourage good performance, while those who have room for improvement will have every
opportunity to do so. The Administration also put great emphasis on sfaff fraining. Regular talks
on fopical issues, failormade courses and staff-initiated fraining were part of the Administration’s
effort to build the capacity of its staff. Close collaboration between various teams in the
Administration has produced good results, and this was further enhanced by a team building
event organised for managerial staff in early 2011. To strengthen the communication between the
management and staff, a Staff Committee was formed. It met regularly and staff representatives
brought up issues of concern for the consideration of the management. | also hosted a regular
CEO’s Forum, disseminating and explaining important policies or initiatives approved by the
Board to all staff. Through these two-way communication channels, | hope to foster a better
understanding between the various feams and ranks, and build a more cohesive team.

Looking ahead

The next few years will be exciting and challenging years for the EAA. The property market is
heavily influenced by monetary and housing policies and other economic trends. This will have
a direct impact on the number of fransactions and in turn will affect the number of licensees.
Since the major source of income of the EAA comes from licence fees, fluctuations in the number
of licence applications/renewals will inevitably affect the financial position of the Authority.
While the EAA will continue to adopt its prudent financial management policy, we will remain
vigilant and make necessary changes when required.

The EAA must live up to the expectation to be an effective, responsible, impartial and responsive
regulator. With the approach of the 15th anniversary, the EAA has much to celebrate for the
work it has done, but also has to acknowledge that much still needs to be done to make the
esfate agency practice a truly professional occupation. The various initiatives which sfarted in
2010/11, such as the discussion of turning the voluntary CPD programme into a mandatory
one; the mutual recognition of qualifications between EAA licensees and members of CIREA;
and the comprehensive review of the EAO to strengthen our regulatory regime efc. will pave the
way for the future developments of the EAA.

Such an ambitious action plan cannot be accomplished without the staunch support of the
Board. | am grateful for the advice and support the Board has rendered me. In particular, | am
privileged to have the chance to work with our Chairman, whose wisdom and foresight has
inspired me and my colleagues to move forward with confidence. Last but certainly not least, |
am indebted to the support and loyalty of all EAA staff, who collectively have achieved a great
deal this year and are geared up for another challenging yet exciting year.

Rosanna Ure
Chief Executive Officer
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