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Ethics and Regulations

Introduction of regulations

The Estate Agents Authority (“EAA") reviews the practices of the
trade and issues practice circulars to provide guidelines and
directives on estate agency practice from time to time, to enable
licensees to comply with their duties under the law. In the year, four
circulars were issued.

With a view to providing further guidance for licensees handling
non-residential properties, the EAA issued a practice circular setting
out detailed guidelines on certain important issues pertaining to the
proper practice and measures in handling the sale and purchase or
leasing of non-residential properties. It covers such areas like floor
area information, permitted use, provision of information relating
to property, cocklofts and mezzanine floors, and uncompleted
building or uncompleted subdivision of any part of a building.
Separately, the EAA also issued a practice circular on “Application
of Circulars — Non-residential Properties” to clarify the scope of
application of certain circulars already issued by the EAA.

Issuance of practice circulars

In light of increasing public concern about purchasing properties
outside Hong Kong which is not within the regulatory regime of the
EAA, a practice circular for licensees participating in the sale of
uncompleted properties outside Hong Kong (“UPOH") was issued.
It sets out a series of guidelines for compliance by licensees
participating in the sale of UPOH, with a view to enhancing the
professional standard of the trade so as to provide consumers with
greater protection. The guidelines include requirements for licensees
to obtain a due diligence report on the vendor and the related
UPOH; to obtain a legal opinion on material information for foreign
purchasers according to the laws of the place where the UPOH are
situated; to obtain the vendor’s express endorsement in writing of
the accuracy and completeness of the information contained in
advertisements and promotional materials; and to provide
purchasers with a copy of the due diligence report and legal
opinion, a written warning statement and a sales information sheet
that contains all the necessary information required by the EAA.
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Subsequent to the passing of the Anti-Money Laundering and
Counter-Terrorist Financing (Financial Institutions) (Amendment)
Ordinance 2018 (with the principal ordinance renamed as the Anti-
Money Laundering and Counter-Terrorist Financing Ordinance
("AMLO™)) at the Legislative Council, which extends the statutory
customer due diligence and record-keeping requirements in specified
transactions to designated non-financial businesses and professions
(including estate agents), the EAA issued a relevant practice circular to
provide guidance for licensees when they are involved, in Hong Kong,
in a transaction concerning the buying or selling of real estate for a
client. According to the practice circular, estate agents must take all
reasonable steps to mitigate the risk of money-laundering and terrorist
financing as well as to ensure appropriate preventive measures are in
place. To fulfill the relevant requirements in the AMLO, estate agency
companies and their senior management should establish and
implement various policies, procedures and monitoring measures,
including risk assessment, customer due diligence measures,
continuous monitoring of customers, suspicious transactions
reporting, record-keeping and staff training. The practice circular was
also published in the Gazette. To assist the trade to better understand
and comply with the requirements of the practice circular and the
relevant provisions of the AMLO, a set of related “Questions and
Answers”, “Sample Identity Verification Forms” and a “Checklist for
Licensees” were provided at the EAA website for the trade’ reference.

Complaints and Inspections

Complaints and enquiries handling

In 2017/18, the EAA received 425 complaints, a decrease of 11%
from 477 complaints in 2016/17. However, the complaints concerning
the sale of first-hand residential properties had a slight increase from
74 cases in 2016/17 to 80 cases in 2017/18. Key allegations of the
425 complaints included mishandling the provisional agreement for
sale and purchase (or the provisional tenancy agreement), providing
inaccurate or misleading property information and issuing non-
compliant advertisement. The most common complaints related to
first-hand residential properties included failure to honour rebate
promises, issuance of non-compliant advertisements, and provision of
misleading mortgage information.
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In 2017/18, the EAA received 425 complaints, a decrease of 11%
from 477 complaints in 2016/17.
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With a view to further enhancing the work on complaint handling
and the perception of the public and stakeholders on the EAA's
performance pledge on complaint processing time, a study had
been done to review the attainment profile of combining the time
taken under the investigation pledge and the disciplinary
proceedings pledge. In July 2018, the EAA will launch a new single
performance pledge on complaint handling process from the start
of a complaint investigation to the conduct of the first inquiry
hearing proceedings. Under the new performance pledge, from the
time of commencement of investigation to the first disciplinary
inquiry hearing will be within six months for Fast Track Cases,
within 10 months for Normal Cases, and within 13 months for
Complex Cases respectively, where the case is referred to the
Disciplinary Proceedings Section for conducting inquiry hearing. The
new revised performance pledge will present a clearer picture to
the public and stakeholders as the pledge is based on a simple
approach.

Apart from complaints, the EAA also handled 6,064 enquiries on
estate agency practices in 2017/18 and took follow-up actions in
response to those enquiries.
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* Some cases completed in a year were brought forward from previous years. The

figures include prima facie cases referred to and dealt with by the Disciplinary
Committee and non-prima facie cases disposed of by the Complaints and
Enforcement Sections.
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* Some cases completed in a year were brought forward from previous years. The
figures include prima facie cases referred to and dealt with by the Disciplinary
Committee and non-prima facie cases disposed of by the Complaints and
Enforcement Sections.

A A completed case will be classified as “Substantiated” if any of the allegations
involved therein has been concluded as “Substantiated”.
# Include cases which were curtailed, withdrawn or closed due to other reasons.

Compliance inspections and investigations
During the year, the EAA continued to maintain its enforcement
effort on places of estate agency business and promotion sites of
first sale property developments. During the compliance visits, the
Enforcement Team regularly reminded the frontline practitioners to
observe and comply with the requirements of the newly issued
practice circulars in a bid to raise their professional and ethical
standards, while at the same time, to ensure a high level of
compliance. We also monitored online and printed advertisements
issued by practitioners. Appropriate cyber patrols on property online
portals and related advertisements enabled us to promptly identify
breaches of the regulations and guidelines and take timely
enforcement actions.

With the public’s increasing interests on buying overseas properties,
the EAA regularly conducts inspections to see if licensees abide by
the practice guidelines on marketing overseas properties. We also
proactively visit overseas properties promotional venues to
understand the various sales tactics used by the licensed estate
agents, and use covert techniques if and when necessary to detect
any malpractice such as misrepresentation when promoting these
properties.
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Compliance Inspections

As a member of the Financial Action Task Force, Hong Kong has an
obligation to implement the recommendations of the task force,
including measures to counter money laundering and terrorism
financing. These measures are applicable to the estate agency sector,
which is one of the industries identified as an important gatekeeper
to counter money laundering and terrorist financing threats.

Since March 2018, the EAA has been working closely with the estate
agency trade on the implementation of measures to prevent money
laundering and terrorist financing. The Enforcement Team has
conducted 25 inspections so far on estate agency shops to see if
they are complying with the practice circular on Anti-Money
Laundering and Counter-Terrorist Financing Requirement. Follow-up
off-site monitoring and prudential visits will be conducted to further
enhance the estate agency trade’s awareness and understanding of
the money laundering and terrorist financing threats.

During the year, the EAA conducted a total of 3,048 compliance
inspections, of which 1,423 were at first-sale sites and 1,625 at
estate agency shops. Some 672 spot checks on online
advertisements and 396 on online property portals were also carried
out during the period.
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Subsequent to these inspections and spot checks, 79 enforcement
cases were opened, of which 33 cases arose from first-sale
inspections, 15 from estate agency shop visits, 21 cases from online
and newspaper patrols and 10 cases of a miscellaneous nature.
Compliance failures, which constitute violations of EAO and its
subsidiary legislations, commonly revealed during the inspection
process include issuing non-compliant advertisements, failing to
wear Estate Agent card and/or staff card for identification purpose
at first-sale sites, and failing to possess property information.
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Enforcement Cases

EZE 2B Number of Cases 2015/16 2016/17 2017/18

32 B {E 28 Opened 78 71 79
B e B {EIZ Completed* 50 75 77
* FATKHOERT S AEFERENER  EPeEREZE * Some cases completed in a year were brought forward from previous years. The
BRLAEN THEELZEGRENEZR - ARBIRFRT figures include prima facie cases referred to and dealt with by the Disciplinary
BEEIBHREEBE TR LANESR o Committee and non-prima facie cases disposed of by the Complaints and

Enforcement Section.

HPROEEREHEREHNIRMHEMR Investigations into licensees/licence

BERWEBA BRBEEANAS applicants suspected of making false
statements or furnishing false information to
the EAA

RSB - WEEHERKLREMME  Itis an offence to make a false or misleading statement or furnish
SR E RS AREUNER - HBEERE!TA -  false or misleading information when making applications for the
201718 E » EERHAT T4 R FMERBIE  grant or renewal of licences. In 2017/18, investigations were
Bl B e R R AN IREEBRERNEZE - conducted into 64 licence applications in which the applicants were
suspected of making false statements or furnishing false
information in their licence application or licence renewal process.
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* Some cases completed in a year were brought forward from previous years.
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Disciplinary Actions

Inquiry hearings

If the Chief Executive Officer (“CEO") of the EAA has reasons to
believe that a licensee has failed to comply with the EAO and/or its
subsidiary legislation; or is not eligible to hold or continue to hold a
licence; or has failed to comply with a specified condition attached
to his licence, the CEO shall make a submission to the Disciplinary
Committee for consideration if an inquiry hearing should be
conducted.

The Disciplinary Committee, a standing committee established
under the EAO, receives, considers and conducts inquiries into
complaints and submissions by the CEO. If the Disciplinary
Committee, after conducting an inquiry hearing, is satisfied that the
complaint or submission is well-founded, it may exercise disciplinary
powers including admonishing or reprimanding the licensee
concerned, attaching/varying specified conditions attached to his
licence, suspending/revoking his licence, imposing a fine and
making a costs order.

In 2017/18, the Disciplinary Committee adjudicated 229 cases, of
which 226 were substantiated (i.e. 98.7%). As a result, a total of
232 licensees were disciplined, among whom 153 were individual
licensees' and 79 company licensees.

86

B 2B A o
A staged inquiry hearing.
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! Including sole-proprietors and partners of estate agency firms.
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During the same period, 30 licences were suspended for periods
ranging from seven days to two months. Licensees disciplined were
found to have been engaged in unprofessional conduct such as
making misrepresentations, failing to protect and promote the
interests of their clients, or failing to exercise due care and due
diligence.

A total of 168 licensees were fined, with the fines ranging from
$500 to $120,000.

Publication of reasons for the decisions of
inquiry hearings

For achieving greater transparency, the EAA has since February
2017 published on its website the reasons for the decisions of the
inquiry hearings conducted by the Disciplinary Committee.

The publication of the reasons for the decisions enables the estate
agency trade to have a better understanding of the EAA’s
disciplinary decisions. It also gives licensees an opportunity to learn
about how to comply with the EAO and/or its subsidiary legislation
so that similar complaints may be prevented in the future.
Moreover, by demonstrating what regulatory action is being or has
been taken and the reasons behind, public confidence in the
regulatory role of the EAA can also be maintained.

Number of Inquiry Hearings with Decision Handed Down

% Z Year

2015/16 2016/17 201718

MR E Number of hearings

186 187 229
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201718 FERRERER* ERBRE
Number of
Common Types of Non-compliance in 2017/18* Allegations

1. BEERIREURERS  AEBSFFAEEREMBELES  BEEREFETRNES
Issuing a false or misleading advertisement; advertising without vendor’s prior written consent;
advertising in contravention of vendor’s instruction 50

2. FERARBAMIMEREARNS D  BHAER—FETERNES

Issuing an advertisement concerning a first-hand residential development in the licensee’s personal

capacity instead of in the capacity of an estate agency company 48
3. RE/RERHEERT -FEEMNEER
Offering/making a loan to a prospective purchaser of a first-hand property 22

4. MAEPRMHEHERNDEXRFEN  REEZEHTEFPOYENR FER B ERE
Providing wrong property or transaction information to clients; failure to verify the accuracy of
property or transaction information provided to clients 20

5. M —FEER RAMEBMEREER SBEE
Failure to wear Estate Agent card and/or staff card when promoting the sale of first-hand
properties 19

6. HEEREREVENEREERAEETEERMELNES
Failure to comply with the guidelines issued by the EAA when providing the saleable area of the
property concerned in the advertisement 18

7. REERPHEEARBEEINSH  REBMRARREZBHRREERGRZ ML BRELD,HE
REBZOALERES MEFHER MAREXRE
Failure to ascertain the ownership of the property before arranging it for rent; failure to ensure
that the signatory was duly authorised by the vendor/lessor or purchaser/tenant to sign the
provisional agreement for sale and purchase/tenancy agreement/provisional tenancy agreement/
estate agency agreement 17

8. AERRITARBHNERARZRE  IAREGHDEZNTARBRITAEBRAL - KETHAKRR
ABEM EZRBAPTIEAKGIRAN XM  RAEEMERIE B ZT FTAAREIRK
Failure to complete a prescribed form in accordance with the directions specified in the form or
supply a completed prescribed form to a person or attach to a prescribed form such documents as
directed or specified in the form; failure to stipulate the term of validity period in the estate

agency agreement 16
9. AREHEEFIIMHMERIERZ
Failure to enter into an estate agency agreement with clients 15
10. REBRTAEPIELNRE LA K, SASELAFIAE BEE
Failure to give and/or set out in writing the cash rebate as promised to clients 9
* HoRRMERS S RBE—BERER - *  There could be more than one type of non-compliances in some inquiry hearing

cases.
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Actions Taken Against Licensees or Former Licensees* 2015/16 2016/17 2017/18

B RN A SRTIF A AE

Number of licensees or former licensees involved
ITE)MEE

Type of actions'

i,

Admonishment/reprimand

TERRBR L F hn it 2

Attachment of conditions to licence?

85 B IR R

Suspension of licence

HsH R AR

Revocation of licence

368 324 359
193 192 233
123 132 168
223 177 170
22 25 31
564 294 304
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*

These actions were taken pursuant to powers under the EAO. Some actions may be
disciplinary in nature and others not. Some cases were carried over from previous
years.

In some cases more than one action was imposed on the same licensee or former
licensee.

Some conditions were attached upon the granting of licences and others attached
thereafter.

These cases were decided by the Licensing Committee on the ground that the
licensees concerned no longer met the relevant licensing requirements.
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