(EAQE)
Sample Questions with Answers and Explanation

Notes:

1. All references to:

(@) “Hong Kong” shall mean the Hong Kong Special Adrsirative
Region (“HKSAR”).

(b) “Government” shall mean The Government of the HKSAR

(c) the “Code of Ethics” shall mean the Code of Ethesued by the
Estate Agents Authority.

(d) the “Practice Circular” shall mean the practiceuiars issued by the
Estate Agents Authority.

(e) the “Licensing Regulation” shall mean the Estateertg (Licensing)
Regulation.

() the “Practice Regulation” shall mean the Estate mgePractice
(General Duties and Hong Kong Residential Propsrfregulation.

(g) agender shall include the opposite and the ngeiader.

(h) the singular shall include the plural and vice gers

2. Unless otherwise stated:

(a) the Estate Agents Ordinance and its subsidiarsligon shall apply
to all questions.

(b) “estate agent”, “licensee” and “salesperson” shm#fan a person
holding a relevant licence under the Estate Agémntsnance.

(c) a “land search” refers to the land register of apprty in the Land
Registry.

(d) *“Property Information Form (Form 1)" and “Leasingférmation
Form (Form 2)” refer to the corresponding formssprébed in the
Practice Regulation.

(e) “Estate Agency Agreement (Form 3)”, “Estate Agensgreement
(Form 4)”, “Estate Agency Agreement (Form 5)” aritktate Agency
Agreement (Form 6)” refer to the corresponding agrents
prescribed in the Practice Regulation.
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1. Raymond is an estate agent and the sole propoétXYZ Estate Agency. From
time to time, he receives moneys for, or on accafiients in the course of his
estate agency business. With regard to the recéipich moneys, which of the
following are among the requirements that Raymandequired to comply with
under the Estate Agents Ordinance and the Pradragelation?

() To deposit the moneys into a trust account maamed at an
authorized institution for the benefit of the clien

(i) To use the moneys to pay the client concerned.

(i) To use the moneys for making a payment inoadance with, and
pursuant to, the client’s prior written instructson

(iv) To issue a written receipt to the client witHourteen days of receipt
of the moneys.

(v) To retain a copy of the receipt for the monegmseived for not less
than three years after it is issued.

() and (iv) only

(iif) and (v) only

(i), (iii) and (iv) only
(), (i), (i) and (v) only
®, (i), (i), (iv) and (v)

moow»

Explanation:

Section 43(2)(b) of the Estate Agents Ordinanctestdwhere the moneys are so
received for or on account of a client of the estgent, the person referred to in
paragraph (a) (i.e. the person receiving the morsigll forthwith pay such
moneys, or cause them to be paid, either to tha&eestgent or to an account
maintained by that agent pursuant to the requirésneinregulations under section
37 (i.e. a separate account at a bank for the heokfthe client all or any
prescribed class or description of the moneys vedeifor or on account of a
client).” Furthermore, section 12(3) of the PragtRegulation states: “A licensed
estate agent shall deposit all moneys receivecklar for or on account of a client
in a trust account maintained at an authorizedtirigtn”. Therefore, option (i) is
correct.

Section 43(3)(c) of the the Estate Agents Ordinaise provides: “where moneys
are kept on deposit by an estate agent pursuahetoequirements of regulations
under section 37, the estate agent shall... use tmeys or any part thereof for,
and only for, the following purposes:-
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()  the making of payments to the client concerrad;

(i)  the making of other payments if, and only @y such payment is made
pursuant to and in accordance with such clientisrparitten instructions
regarding that payment”.

Hence options (ii) and (iii) are also correct.

Furthermore, section 12(2)(a) of the Practice Ragui provides: “A licensed
estate agent shall issue a written receipt to entliimmediately for any moneys
received”. Therefore, Option (iv) is incorrect besa the receipt must be issued
immediately but not within the period of fourteesyd.

Finally, section 12(2)(b) of the Practice Regulatgtates: “A licensed estate agent
shall retain a copy of the receipt for not lessntldayears after it is issued”.

Therefore, option (v) is correct.

In light of the above, the correct answer is D.
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Alan is the sole proprietor and manager of tlaénnoffice of ABC Estate Agency.
He is about to open a new branch office. Alan wdlhtinue to be the manager for
the effective and separate control of the busimésthe main office. He has to
appoint a manager for the new branch office. Beatand Cathy, both licensed
salespersons, have worked for ABC Estate Agency fifgg and ten years
respectively. Doreen, a licensed estate agentwbased for ABC Estate Agency
for only one year. In the above situation and imleorto comply with the
requirements of the Estate Agents Ordinance, why b® appointed as the
manager for the effective and separate controhefldusiness of the new branch
office in compliance with the Estate Agents Ordiceh

(i) Alan

(i) Beatrice
(iii) Cathy
(iv) Doreen

(i) only

(iv) only

() and (iv) only

(i) and (iii) only

(1), (ii) and (i) only

moow>

Explanation:

Section 38(1)(a) of the Estate Agents Ordinanceiges: “a licensed estate agent
shall ensure that his business at every one dafthex offices, if any (whether such
other offices are referred to as branch officeb;affices or otherwise), is under
the effective and separate control of a managevsiatga by him”. Since Alan will
continue to be the manager of the main office, &enot be appointed as the
manager of the new branch office at the same titeace, option (i) is not correct.

Section 38(1)(a) of the Estate Agents Ordinancéhéurprovides that a person
appointed as the manager for the effective andratgpeaontrol of the branch office
needs to be an individual and is the holder ofsiate agent’s licence. As Beatrice
and Cathy are not holders of an estate agentade&ethey are not eligible to be
appointed as the manager for the effective andratpaontrol of the business of
the new branch office in compliance with the Estagents Ordinance. Therefore,
options (ii) and (iii) are incorrect.

Since Doreen is a licensed estate agent, shegiblelito be appointed as the
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manager for the effective and separate controhefliusiness of the new branch
office in compliance with the Estate Agents OrdicenTherefore, option (iv) is
correct.

In light of the above, only option (iv) is correamtd therefore the answer is B.
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3. If a complaint against a licensee is well-fouhdehich of the following are the
powers under the Estate Agents Ordinance that st@td= Agents Authority may
exercise against the licensee concerned?

(i)  Admonish or reprimand the licensee.

(i) Impose a fine of $100,000 on the licensee.

(i) Suspend the licence of the licensee for thyears.
(iv) Revoke the licence of the licensee.

(v) Attach conditions to the licence of the licemse

A. (i), (iii) and (iv) only

B. (1), (i), (iii) and (v) only
C. ®, (i), (iv) and (v) only
D. (i), (iii), (iv) and (v) only
E. (@), (i), (i), (iv) and (v)
Explanation:

Section 30(1) of the Estate Agents Ordinance pesvithat where the Estate
Agents Authority or, as the case may be, the disep committee is satisfied
that a complaint is well-founded, the Estate Agewsthority or, where
appropriate, the disciplinary committee may exersisch of the following powers
as it considers appropriate —

© )
(ii)
(iii)
(iv)
(v)
(vi)
(vii)

admonish or reprimand the licensee concerned;

attach specified conditions to the licence cemed,

vary any condition already attached to suclemce;

suspend such licence for a specified periodexceeding 2 years;
revoke such licence ;

impose a fine of a specified amount not exaeg&300000;

make such order as it thinks fit with regard to gayment of any 1 or
more of the following, namely, the whole or parttsfcosts regarding the
proceedings, or, where a recommendation referred paragraph (a) is
made, the whole or part of the costs of the ingastr by whom the
recommendation was made, or the whole or part ef dbsts of a
complainant under section 29 or of the licenseeenred.”

Options (i), (ii), (iv) & (v) correspond respectiyeto sections 30(1)(i), (vi), (V)
and (ii) of the Estate Agents Ordinance and areethee correct. Option (iii) is
incorrect because under section 30(1)(iv), thetEsdgents Authority may only
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suspend the licence of the licensee for a perioégxceeding 2 years.

Therefore, the answer is C.

EAQE



4. In an investigation conducted by the investigapopointed by the Estate Agents
Authority under Section 28 of the Estate Agentsiadce, which of the following
are the obligations of the licensee under invetstga

(i) If reasonably required by the investigator, pooduce to the
investigator records which the investigator consde be relevant
to the investigation.

(i)  To allow the investigator to search his reside at reasonable hours.

(i) If reasonably required by the investigatoo, ¢xplain a document
which he has produced to the investigator.

(iv) To pay reasonable costs and expenses of testigation to the
Estate Agents Authority upon its demand.

(i) and (i) only

(i) and (iit) only

(iif) and (iv) only
(i), (i) and (iv) only
(1), (i), (i) and (iv)

moow>»

Explanation:

Section 28(5)(a) of the Estate Agents Ordinanceiges that the licensee shall, “if
reasonably required by the investigator, produc¢h&investigator, within such

time and at such place as he may reasonably re@umyerecord or other document
specified by the investigator or any record or ptiecument which is of a class or
description so specified, which, in the investigat@pinion in either case, is, or
may be, relevant to the investigation, and whicinikis possession or under his
control”. Hence, option (i) is correct.

Option (ii) is not a requirement under the Estageits Ordinance, hence it is not
correct.

Section 28(5)(b) of the Estate Agents Ordinanceides that the licensee shall, “if
reasonably required by the investigator, give tm lsuch explanation or further
particulars in respect of a record or other docurpeoduced in compliance with a
requirement under paragraph (a) as the investigdtall specify”. Hence, option
(iii) is correct.

Section 28(8)(a) of the Estate Agents OrdinanceestdWhere the licensee under
investigation or any other person éenvicted by a court or magistrate on a
prosecution instituted as a result of an investgatinder this section, the court or
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magistrate may order him to pay to the Authority Whole or part of the costs or
expenses of the investigation”. Only the court @gistrate, not the Estate Agents
Authority, may order the licensee who is convicésda result of an investigation to
pay to the Estate Agents Authority the whole ot pathe costs or expenses of the
investigation. Option (iv) is therefore incorrect.

In light of the above, the answer is B.
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5. Under the Estate Agents Ordinance, which offéflewing are among the factors
that the Estate Agents Authority must have regardntdetermining whether a
person is “a fit and proper person” to hold antestgent’s licence (individual) or
a salesperson’s licence?

() The person is an undischarged bankrupt.

(i) The person is a mentally disordered persoimiwithe meaning of the
Mental Health Ordinance.

(i) The person has relevant work experience.

(iv) The person was convicted in Hong Kong or elseng of an offence
which involved the person acting fraudulently, omtty or
dishonestly.

(i) and (i) only

(1), (i) and (iv) only

(1), (iii) and (iv) only
(i), (i) and (iv) only
(), (i), (iii) and (iv)

moow>»

Explanation:

Sections 19(2) and 21(3) of the Estate Agents @rdia state that, in determining
whether a person is fit and proper for the purposéolding an estate agent’s
licence (individual) or a salesperson’s licences Hstate Agents Authority shall
have regard to the following factors:

“ (a) the fact that the person is an undischarge#@rbpt) or has, within the
5 years immediately prior to the day on which thehrity considers,
or, where appropriate, begins to consider the matteade a
composition or scheme of arrangement with his toesli

(b) the fact that the person is a director or effiof a company which is
for the time being disqualified under this Ordinanfor holding a
licence, or was a director or officer of that compat the date when
the company was so disqualified;

(c) the fact that the person is a mentally dis@deperson or a patient
within, in either case, the meaning of section 2hef Mental Health
Ordinance (Cap. 136);

(d) any conviction, whether in Hong Kong or elserghef the person for
any offence (other than an offence under this Qmie), being a
conviction as regards which it was necessary td firat the person
acted fraudulently, corruptly or dishonestly; and
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(e) any conviction of the person under this Ordagaim respect of which
he has been sentenced to imprisonment, whethersehé&ence is
suspended or not.”

Options (i), (i) and (iv) are respectively in limgth subsections (a), (c) and (d) of

sections 19(2) and 21(3) of the Estate Agents @rdia. In light of the above, only
options (i), (ii) and (iv) are correct and the aes\vg therefore B.
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To expand its business, Good View Estate Agéntyted (“Good View”) opened
a new branch office. It appointed Mr Chan as thaagar for the effective and
separate control of the business of that brandheoiih compliance with the Estate
Agents Ordinance. Under the Estate Agents Ordinambih of the following are
the requirements that Good View is required to dgmyth in relation to the
establishment of the new branch office and the mpmpent of Mr Chan as the
manager of the new branch office?

(i) Apply for a statement of particulars of busisder the new branch
office.

(i)  Notify the Estate Agents Authority of the opeg of the new branch
office within 31 days of opening the new branchoaff

(ii) Notify the Estate Agents Authority of the apptment of Mr Chan
as the manager of the new branch office within 3aysdof the
appointment.

(iv) Arrange for each of the directors of Good Viewapply for an estate
agent’s licence.

A. (i) and (i) only

B. () and (iii) only

C. (i) and (iv) only

D. (i), (iii) and (iv) only
E. (), (i), (i) and (iv)
Explanation:

Section 10 of the Licensing Regulation stipulatest ta licensed estate agent is
required to apply for a statement of particularsbakiness (“SPOB”) before

operating an estate agency business at a partipldae of business using a
particular business name. Therefore, a licenseateestgent carrying on estate
agency business at two different places using dicpdr business name is

required to apply for two SPOBs. Hence, options(igorrect.

Under section 40 of the Estate Agents Ordinancengiees are required to notify
the Estate Agents Authority of certain events whiatiude (inter alia) notifying
the Authority within 31 days of appointing or temating the appointment of a
manager (appointed under section 38). However, #reynot required to notify
the Estate Agents Authority of the opening of a fmanch office. Hence, option
(i) is incorrect and option (iii) is correct.
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Under section 20 of the Estate Agents Ordinancesaation 8 of the Licensing
Regulation, a company shall not be eligible to tanted or to hold or continue to
hold an estate agent’s licence unless the compasyahleast one director holding
a valid estate agent’s licence and each of itsctire who is engaged in its
business as an estate agent is, a licensed egfate. dlowever, there is no
requirement that each of its directors (includingse who are not engaged in the
business as an estate agent) has to apply for tate esgent’s licence. Hence,
option (iv) is not correct.

In light of the above, only options (i) and (iiiyeacorrect and the answer is
therefore B.
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7. Under the Licensing Regulation, a holder of state agent’s licence who operates
an estate agency business is required to statdnwhithe following information in
a letter issued by him or on his behalf?

(i) the number of his licence or the relevant stegst of particulars of
business

(i) the business name as stated in the relevatgrsent of particulars of
business

(i) the address as stated in the relevant businegistration certificate

(iv) the place of business as stated in the relesti@tement of particulars

of business
A. (i) and (iii) only
B. (i) and (iv) only
C. (i), (ii) and (iv) only
D. (i), (iii) and (iv) only
E. (), (i), (i) and (iv)
Explanation:

Under Section 14(1)(b) of the Licensing Regulatiemery holder of an estate
agent’s licence is required to state clearly antspecuously on any letter, account,
receipt, pamphlet, brochure and other documened$sy him or on his behalf the
following:

(i) the number of his licence or the relevant staet of particulars of business;

(i) the business name as stated in the relevatgrsent of particulars of business;
and

(i) the place of business as stated in the relevstatement of particulars of
business.

There is no requirement that a licensed estatet dgento state his address stated
in the relevant business registration certificateaay letter or document issued by
him or on his behalf. Hence, options (i), (ii) afa) are correct and the answer is
therefore C.
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According to the Practice Circular regarding to@duct in promotional activities
and the provision of property information for thestf sale of residential properties,
which of the following is/are the proper practiget{gat licensees must follow
when incentives are offered to prospective purais@se

() Set out in writing any promise of incentivescluding any gifts,
discounts or rebates that has been made to prosperirchasers,
and stipulate clearly the terms and format of tieentives.

(i)  Advise prospective purchasers not to revedahwvendor the offer of
incentives.

(i) Inform prospective purchasers of the detafsany incentives which
may be offered to purchasers and state clearlyhendéhe incentives
are offered by the vendor or their estate agenaypeamies.

A. () only

B. (i) and (ii) only
C. (i) and (iii) only
D. (i) and (iii) only
E. (1), (i) and (iii)
Explanation:

Paragraph 33 of the relevant Practice Circular (N804 (CR)) states: “Licensees
must set out in writing any incentives, includingyagifts, discounts or rebates,
that they have offered to prospective purchaseis séipulate clearly the terms and
format of the incentives so offered”. Hence, optipns correct.

Paragraph 32 of the said Practice Circular alstestdLicensees must inform
prospective purchasers of the details of any ineestwhich may be offered to
purchasers and state clearly whether the incentivesoffered by the vendor or

their estate agency companies”. Hence, optionigiicorrect.

Option (ii) is not one of the requirements undeg televant Practice Circular.
Hence option (ii) is incorrect.

As only options (i) and (iii) are correct, the amsws therefore C.
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An estate agent persuades his purchaser cliebuy a property owned by a
company. The estate agent is a major shareholdiweafompany. He deliberately
conceals this fact from his client. The estate ageay have breached which of the
following provisions of the Code of Ethics?

(i) Exercise due care and due diligence in futfgliduties.

(i) Disclose any pecuniary or other beneficiaksts in relation to the
property to all parties concerned.

(i) Carry out the client's instructions in accamtce with the estate
agency agreement.

(iv) Act in an impartial and just manner to all pa@s concerned in the
transaction.

A. (i) and (i) only

B. (i) and (iii) only

C. (i) and (iv) only

D. (i), (iii) and (iv) only
E. (i), (i) and (iv) only
Explanation:

In this case, the licensee failed to disclose éopthrchaser his relationship with the
vendor. The licensee thus failed to comply withagaaph 3.6.2 of the Code of
Ethics which states:” Estate agents and salespedull, in the event of possible
or potential conflict of interest (such as représenboth the vendor and the
purchaser), disclose to their clients that theysaracting. Any pecuniary or other
beneficial interests in relation to the propertglsbe disclosed fully to all parties
concerned”. Hence, option (ii) is correct.

Under common law, an agent owes a fiduciary dutlyisoclient. Since the agency
relationship is one of trust and confidence, thenagnust not allow any personal
interest (including the interest of the agent hifingethat of his close relatives) to
conflict with his duties to the client.

Where any potential conflict arises, the agent khowake a full disclosure to the
client of all the relevant facts, so as to give thaier an opportunity to decide
whether to continue with the proposed transactiowith the appointment of the
agent. However, the licensee deliberately concetilsdfact from his client and
allowed his personal interest to conflict with klisties to the client, such act can
also be considered as a breach of paragraph 3f4HedCode of Ethics which
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states: “Estate agents and salespersons, in emggagthaccepting an appointment
as an agent, should protect and promote the inseoésgheir clients, carry out the
instructions of their clients in accordance witk #state agency agreement and act
in an impartial and just manner to all parties ined in the transaction”. Hence,
option (iv) is correct.

However, the conduct of the estate agent concetitedot relate to the provisions
of the Code of Ethics set out in options (i) ani. (i

In light of the above, only options (ii) and (ivyeacorrect and the answer is
therefore C.

EAQE



10. Which of the following acts of an estate ageay breach the Code of Ethics?

() He informs his client that his estate agencynfcan give the client a
cash rebate of $8,000 when he knows in fact treehbiate agency
firm can only give a cash rebate of $4,000.

(i) He passes his client's name and telephone munid his brother
without the client’'s consent to enable his brotteemarket interior
design services to the client.

(i) He falsely advises his client that a rivalemgy is notorious for
dishonest practices.

(iv) He introduces a firm of solicitors to his alieat the client’s request.

(i) and (i) only

(i) and (iii) only

(i) and (iv) only

(1), (ii) and (iii) only
(i), (i) and (iv) only

moow»

Explanation:

The estate agent in option (i) lies to his clidratthis estate agency firm can give a
cash rebate of $8,000 when he knows in fact his &an only offer a cash rebate
of $4,000. The estate agent therefore commits achref paragraph 3.3.1 of the
Code of Ethics which states: “Estate agents arespalsons shall, in the course of
business, provide services to clients with honefitglity and integrity. They
should protect their clients against fraud, misespntation or any unethical
practices in connection with real estate transastio

In option (ii), the licensee uses personal dateotber purposes without the prior
consent of his client. He is therefore in breackhefData Protection Principle 3 of
the Personal Data (Privacy) Ordinance and failsotoply with paragraph 3.1.1 of
the Code of Ethics which states: “Estate agentssafebpersons shall refrain from
activities during their practice which may infrinties law”.

As the estate agent in option (iii) makes remalnlas &re injurious or defamatory to
the reputation of another estate agent, the eadat is therefore in breach of
Paragraph 3.7.1 of the Code of Ethics which stdkestate agents and salespersons
shall not seek unfair advantage over, nor injuredtlly or indirectly the reputation
of, nor publicly disparage the business practicetbér agencies”
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No breach is found for the conduct of the estagntion option (iv).

In light of the above, only options (i), (ii) andi) are correct and the answer is
therefore D.
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11. An estate agent is required to disclose to diisnt any pecuniary or other
beneficial interest in the property concerned. Thity is stipulated in which of the
following?

(i) Code of Ethics

(i) Estate Agents Ordinance

(i) Conveyancing and Property Ordinance
(iv) Unconscionable Contracts Ordinance

(i) and (ii) only

(i) and (iv) only

(i) and (iii) only

(i), (i) and (iv) only
(1), (i), (i) and (iv)

moow>»

Explanation:

Options (iii) and (iv), i.e. the Conveyancing andoperty Ordinance and the
Unconscionable Contracts Ordinance, have nothingldowith estate agents’
conduct and practice. Hence, they are not the cioogions.

However, section 36(1)(a)(vi) of the Estate Agdntdinance stipulates that every
licensed estate agent shall disclose to a clidhpéuticulars of any pecuniary or

other beneficial interest which the agent has & phoperty concerned, together
with particulars of any benefit, including any coimsgion or any interest of any
kind whatever in such property, whether monetargtberwise, which will accrue

to the agent should the property be disposed of.

Furthermore, paragraph 3.6.2 of the Code of Etbieses: “Estate agents and
salespersons shall, in the event of possible anpal conflict of interest (such as
representing both the vendor and the purchasesglodie to their clients that they
are so acting. Any pecuniary or other beneficignests in relation to the property
shall be disclosed fully to all parties concerned.”

Hence, options (i) and (ii) are correct and theexdranswer is A.
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12. Sean decided to purchase a residential propereyestate agent who acts for him
also acts for the vendor. The property is subjecan “all moneys” mortgage.
Which of the following are the proper steps that ¢éistate agent should take before
arranging for Sean to sign the provisional agreérfmersale and purchase?

moow»

() The estate agent should complete the Properyrrhation Form
(Form 1).

(i) The estate agent should enter into the Esfadency Agreement
(Form 4) with Sean.

(i) The estate agent should conduct a land seafrthe property.

(iv) The estate agent should check the “Owner &4ers” in the land
search to ascertain if the vendor is the registeretier of the
property.

(v) The estate agent should advise Sean that thesds be held by the
vendor’s solicitors as stakeholders.

(if) and (iv) only

(iif) and (v) only

(i), (iii) and (iv) only

(i), (iii), (iv) and (v) only
(i), (i), (iii), (iv) and (v)

Explanation:

The estate agent acting for Sean should take d¢ips stentioned in options (i), (ii),
(iii), (iv) and (v) before arranging for Sean tgrsithe provisional agreement for
sale and purchase in order to comply with the esléprovisions of the Estate
Agents Ordinance (“EAQ”), the Practice Regulatidme Code of Ethics and the
relevant Practice Circular as mentioned below:

(@)

(b)

Under section 36(1)(a)(i) of the Estate Agedtdinance and section 3(1) of
the Practice Regulation, a licensed estate ageetieg into an estate agency
agreement with the vendor of a residential propertgquired to have in his
possession or under his control property infornmatjrescribed in the

Property Information Form (Form 1). Hence, optigng correct.

According to section 6(2) of the EAO, “A licatsestate agent who acts for a
purchaser shall enter into an estate agency agreemité the purchaser prior
to (a) arranging an inspection of the residentialpprty concerned by the
purchaser; or (b) signing an agreement for salepamchase or a lease of the
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(€)

(d)

(e)

property, whichever is the earlier”.

Furthermore, the appropriate estate agency agreepnescribed under the
Practice Regulation for use between an estate agehta purchaser in the
purchase of residential properties in Hong Kongths Estate Agency
Agreement (Form 4) (see Schedule of the Practigrugon).

Hence, option (ii) which provides that “the estagent should enter into the
Estate Agency Agreement (Form 4) with Sean” israsab option.

Section 13(4) of the Practice Regulation presidhat “a licensee acting for
the vendor of a residential property shall, immeajabefore an agreement
for sale and purchase or a lease of the propergntisred into, cause to be
carried out a land search in the Land Registryespect of the property and
supply a copy of the land search to the purchatéheo property”. Hence,
option (iif) which provides that “the estate agehould conduct a land search
of the property” is a correct option.

Section 13(3) of the Practice Regulation sapes that a licensee shall, for
the purpose of avoiding the fraudulent misrepresent of identity in an
agreement for sale and purchase of a residentglepty, take all practicable
steps to ensure that the name of the vendor ieadomnd if the vendor is an
individual, the licensee may collect a copy of tledor’s identity card or
other identification document”.

Pursuant to Paragraph 3.5.1 of the Code of Ethies)sees shall, in fulfilling
their duties, exercise due care and due diligehtsnce, licensees should
check carefully the name of the vendor on the idetrd or identification
document against the name of the owner as recandéé land search.

Hence, option (iv) which provides “the estate agdmuld check the “Owner
Particulars” in the land search to ascertain if weador is the owner of the
property” is a correct option.

Given that some vendors may for various readailsto discharge the
mortgage or abscond after receiving the deposiis itmportant for the
licensee, whether acting as a dual agent for thigepaor as a single agent for
the purchaser, to advise the purchaser of any lgesgsks in payment of
deposits directly to the vendor and of the dedltgbof arranging for the
stakeholding of all deposits (both the initial gndher deposits) by a firm of
solicitors, before arranging for the parties tonsibe provisional agreement
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for sale and purchase of properties where thea@ igsndischarged mortgage.
The licensee should also explain to the vendor #red purchaser the
implications of the stakeholding arrangement and twonditions to be
fulfilled before the release of the deposits bykstelders (see Practice
Circular No. 05-07 (CR)).

Hence, option (v) which provides that “the estajerda should advise Sean
that the deposits be held by the vendor’s solisitas stakeholders” is a
correct option.

In light of the above, E is the correct answer.
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13. The forms of estate agency agreements predctbder the Practice Regulation
areNOT prescribed for which of the following purposes?

() the sale of a residential property togethehvatcar parking space

(i) the leasing of a residential property togetiweth a car parking space

(iif) the sale of a shop

(iv) the leasing of an office

(v) the leasing of a residential property that @ a self-contained unit
(i.e. a residential property which does not havpasse cooking
facilities and bathroom)

A. (i) and (i) only

B. (iif) and (iv) only

C. (iif) and (v) only

D. (iv) and (v) only

E. (i), (iv) and (v) only
Explanation:

The Practice Regulation (“PR”) prescribes the ratgvforms for estate agency
agreements for residential properties:

(@)

(b)

(€)
(d)

(e)

Form 3: Estate Agency Agreement for Sale ofidegial Properties in Hong
Kong (for use between an estate agent and a vendor)

Form 4. Estate Agency Agreement for PurchasBesidential Properties in
Hong Kong (for use between an estate agent andchgser)

Form 5: Estate Agency Agreement for Leasingrekidential Properties in
Hong Kong (for use between an estate agent anudéolal)
Form 6: Estate Agency Agreement for Leasindgresidential Properties in
Hong Kong (for use between an estate agent antbatie

Under Section 3(4) of the PR, no prescribed formesraquired to be used in the
following cases:

(@)
(b)

the sale and purchase or the leasing of ondr @arking space;

the leasing of a residential property whichnist a self-contained unit (a
self-contained unit means an independent dwelliridy \weparate cooking
facilities and bathroom with or without lavatorgnd
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(c) subject to Section 7(1) of the PR, a first s#lan undivided share in land in
which a residential property forms part.

Since the properties concerned in the transacasmdgescribed in options (iii) and
(iv) are non-residential properties and the onegtion (v) is a residential property
that is not a “self-contained” unit, no prescribestate agency agreements are
required to be used in these cases. Hence, thectamswer is E.
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14. FILL IN THE BLANK:
Please choose the correct answer from Ato E.

According to the Estate Agency Agreement (Formtt#),duties of an estate agent
acting for a vendor in the sale of a residentiapprty include marketing the
property, obtaining information about the propdudy the vendor and conducting

an investigation of the purchaser’s background
an inspection of the property

a bankruptcy search of the purchaser
negotiation with interested purchasers

a valuation of the property

moow>»

Explanation:

Schedule 1 of the Estate Agency Agreement (Forpreycribed under the Practice
Regulation provides that the duties of the agetih@dor the vendor shall include:

(@) market the Property on behalf of the vendor;

(b) obtain information in relation to the propefty the vendor;

(c) arrange for purchasers to inspect the property;

(d) conduct negotiation and submit all offers itatien to the property to the
vendor; and

(e) assist the vendor in entering into a bindingeament for sale and purchase
with a purchaser.

Answers A, B, C and E, namely conducting an ingesibn of the purchaser’s
background, conducting an inspection of the propémstead of arranging
inspection for purchasers), conducting a bankruggrch of the purchaser and
conducting a valuation of the property are not agntire duties of the agent as
stated in the Estate Agency Agreement (Form 3).ydnl (i.e. conducting
negotiation with interested purchasers) is theezranswer.
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15. Mr Chan is a salesperson of XYZ Estate AgeMiy.Chan receives $40,000 in
cash from Mrs Poon, a purchaser. The money isdging the initial deposit to the
vendor in a property transaction. At that time, Wemdor is not in Hong Kong.
Under the Practice Regulation, how should Mr Cheal evith the money in these
circumstances?

A. Mr Chan should immediately deposit the moneyoira trust account
maintained by the vendor’s solicitors at a bank.

B. Mr Chan should immediately deposit the moneyo i@t trust account
maintained by Mrs Poon’s solicitors at a bank.

C. Mr Chan should immediately deposit the money thie office account of
XYZ Estate Agency maintained at a bank.

D. Mr Chan should immediately deposit the moneyo itis supervisor’s
personal account maintained at a bank.

E. Mr Chan should immediately deposit the money ird a trust account of
XYZ Estate Agency maintained at a bank.

Explanation:

Section 12(3) of the Practice Regulation provides & licensed estate agent shall
deposit all moneys received or held for or on aotad a client in a trust account
maintained at an authorized institution. To compith the aforesaid requirement,
Mr Chan should deposit the money into a trust ast@fi XYZ Estate Agency
maintained at a bank. Hence, the correct answer is
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16. According to the Practice Regulation or theehging Regulation, which of the
following statements iNCORRECT ?

A. An estate agent must not issue an advertiserataiing to his estate agency
business which contains any statement which i falsmisleading in a
material particular.

B. An estate agent must not issue any advertisemergspect of a vendor’s
residential property without the vendor’s writteameent.

C. An estate agent may issue advertisements in resp of a vendor’s
residential property unless the vendor has specifidly instructed him
not to do so.

D. An estate agent must state in the advertisewfeatproperty the number of
his licence or the relevant statement of particutdrbusiness.

E. An estate agent who issues an advertisemenéspect of a residential
property which is to be sublet must state in thgedisement that the
property is to be sublet.

Explanation:

Section 9(1) of the Practice Regulation providedit&nsed estate agent shall not
cause or permit to be issued an advertisement wholpartly relating to his estate
agency business which includes any statement diicplar that is false or
misleading in a material particular”’. Hence, thegestnent in Answer A is correct.

Section 9(2) of the Practice Regulation provideslit®nsed estate agent shall
obtain a vendor’s written consent prior to the éssfi an advertisement in respect
of the vendor’s residential property”. Hence, ttetesment in Answer B is correct
and the statement in Answer C is incorrect.

Section 9(4) of the Practice Regulation providedit&nsed estate agent shall not
cause or permit to be issued an advertisementsjpect of a residential property
which is to be sublet without the advertisementreggly stating that the property
is to be sublet”. Hence, the statement in Answesx &rrect.

Section 14(1)(c) of the Licensing Regulation regsievery holder of an estate
agent’s licence to state clearly and conspicuoumsbll advertisements, pamphlets
and brochures excepted, issued by him or on hislbéh) the number of his
licence or the relevant statement of particularbudiness; and (2) the business
name as stated in the relevant statement of pkmtcwf business. Hence, the
statement in Answer D is correct.

In light of the above, the correct answer is C.
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17. Simon is a salesperson. He obtained his sakempe licence three years ago and
has since then worked as a salesperson for ABGeEAgency. One day, Mr Pang
went to ABC Estate Agency to look for a suitablepsrty to purchase for
investment. He was served by Simon. Under the ieeaBegulation, which of the
following are the matters that Simon must inform R&ng of before he carries out
estate agency work for Mr Pang?

(i) the fact that he is a licensed salesperson

(i)  the number of his licence

(i) the year he first obtained his licence

(iv) the validity period of his licence

(v) the number of transactions he handled in tle®ipus three months

A. (i) and (ii) only

B. (iif) and (v) only

C. (1), (i) and (iv) only

D. (i), (i) and (v) only

E. (1), (i), (i) and (iv) only
Explanation:

Section 5(2) of the Practice Regulation provides #nlicensed salesperson shall
not perform any estate agency work for a persoarbghe person is informed —

(@) that the salesperson is a licensed salespasdn;
(b) of the number of the salesperson’s licence hgldim.

Hence, options (i) and (ii) are correct. Options),(i(iv) and (v) are not the
requirements under the Practice Regulation. Thezetbe correct answer is A.
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18. Mr Chan, a vendor, has entered into a provadiagreement for sale and purchase
with a purchaser to sell his residential propertye transaction is handled by ABC
Estate Agency. The provisional agreement for sate@rchase contains a clause
which provides that Mr Chan agrees to pay commis$ioABC Estate Agency.
However, Mr Chan refuses to pay the commission. ABfate Agency intends to
take legal action to recover the outstanding corsimis According to the Estate
Agents Ordinance, which of the following must ABGtaie Agency have done
before it may sue Mr Chan?

() ABC Estate Agency must have first registeree tprovisional
agreement for sale and purchase against the pyopethe Land
Registry.

(i) ABC Estate Agency must have first entered iato Estate Agency
Agreement (Form 3) with Mr Chan.

(i) ABC Estate Agency must have first submitted Bstate Agency
Agreement (Form 3) to the Estate Agents Authowtyapproval.

(i) only

(i) only

(i) only

(i) and (iii) only
(1), (i) and (iii)

moow>»

Explanation:

Section 45(1) of the Estate Agents Ordinance pesrithat in respect of the estate
agency work performed by an agent, the agent wlif bave a right or other cause
of action for damages or other relief or remedyirzgjahe client if:

(@ the requirement of executing a prescribed estgéncy agreement (in Form
3, 4, 5 or 6) under the EAO has been complied vaitia

(b) the agent was a licensed estate agent at ritee iihen the estate agency
agreement was entered into.

Therefore, a licensed estate agent cannot recaw@mession in respect of a
residential property unless the prescribed formesthite agency agreement has
been executed. This is so even if the client hgeesi a tripartite provisional
agreement for sale and purchase (“PASP”) underwtiie vendor and purchaser
have agreed to pay commission to the estate agent.
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However, there is no legal requirement that thenlsed estate agent must have
first registered the PASP with the Land Registrguomitted the prescribed estate
agency agreement to the Estate Agents Authorityafiroval before it can take
legal action to recover the commission from itermi

Hence, option (ii) is correct and the correct anmsw .
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19. Which of the following is/are the effect(s) afclause in a provisional agreement
for sale and purchase which provides that the veradpees to sell and the
purchaser agrees to purchase the property on as™hasis?

() A warranty is given by the vendor that all aiteons made to the
property are in compliance with the Buildings Ouatice as at the
date of the provisional agreement for sale andhase.

(i) The purchaser accepts to be bound by the tgnagreement of the
property subsisting at the date of the provisiageement for sale
and purchase.

(i) The purchaser accepts that the property Id sosuch physical state
and condition as at the time when the provisiogatement for sale
and purchase is made.

A. () only

B. (i) only

C. (iii) only

D. (i) and (iii) only
E. (1), (i) and (iii)
Explanation:

If it is stipulated in the provisional agreement feale and purchase that the
property will be sold to the purchaser on an “dsasis, the property will be sold

and delivered to the purchaser in such physicadition as at the time the

agreement is signed. Hence, a property stated $oldeon “as is” basis refers only
to its physical states and condition and will natead to illegal structures or

alterations in the absence of clear wordings th gffect.

Hence, option (iii) is correct and the correct aesis C.

EAQE



20. Under common law, which of the following areyuged for the formation of a
contract?

(i) Offer

(i)  Acceptance of offer

(i) Intention of the parties to create legal tela

(iv) Agreement as to how contractual disputes aigetresolved
(v) Consideration for the contract

(1), (i) and (iii) only

(i), (iv) and (v) only

(1), (i), (iii) and (v) only
(ii), (i), (iv) and (v) only
(@), (i), (i), (iv) and (v)

moow>»

Explanation:
In common law, there are 4 essential elementseanfdhmation of a contract: (i)
offer; (ii) acceptance of offer; (iii) consideratiopand (iv) intention to create legal

relation.

Hence, options (i), (ii), (iii) and (v) are corresntd the correct answer is C.
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21. Mr Chow, an estate agent, made a photocopyeofibng Kong identity card of his
vendor client, John. Without telling John, Mr Chavade another copy and gave it
to a friend who worked as an insurance broker abhirs friend could market his
services to John. Mr Chow then lost his copy onJoldentity card. A week later,
John asked Mr Chow whether he still had the copkisfidentity card. Mr Chow
could not produce it. Which of the following Dateokection Principles under the
Personal Data (Privacy) Ordinance might Mr Chowehlareached?

(i) Ensuring the accuracy of the personal dataect#d.

(i) Not using personal data for any purpose other thatfor which it
is collected.

(i) Taking all practicable steps to ensure that personal klelid by ¢
data user are protected against unauthorised ategntal access.

(iv) Allowing a data subject to correct his personaadat

(i) and (ii) only

(i) and (iii) only

(1), (ii) and (iii) only
(1), (iii) and (iv) only
(1), (i), (i) and (iv)

moowp

Explanation:

The Schedule to the Personal Data (Privacy) OrdmdQap. 486) sets out Six
Data Protection Principles (“DPPs”) for the proteat of personal data.

Licensees should comply with them when collectimging and handling

personal data in the course of exercising or cagryin the business of doing
estate agency work. The DPPs provided in the quresptions are as follows:

(i) DPP 2 requires all practicable steps to be takeensure the accuracy of
data.

(i) DDP 3 requires that a data user cannot withoupthscribed consent of the
data subject use personal data for any purpose tthe the purpose for
which it was originally collected or for a directiglated purpose.

(i) DPP 4 addresses security of personal data andrescll practical steps be
taken to ensure that personal data held by a d&taane protected against
unauthorised or accidental access, processingjreras other use.

(iv) DPP 6 provides that a data subject shall have igie of access to, and
correction of, their personal data.
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Mr Chow collected John’s personal data by obtairangppy of John's identity

card for the purpose of providing estate agencyicernto John. By disclosing

John’s personal data to his friend, an insuranok&dsy without John’s consent, so
as to enable his friend to market his serviceotmJMr Chow was in breach of
DPP 3. Hence, option (ii) is correct.

By losing the copy of John’s identity card, Mr Chawas also in breach of DPP 4
for failing to ensure that personal data held byn hare protected against
unauthorized or accidental access, processingurerasr other use. Hence,
option (iii) is correct.

In light of the above, options (ii) and (iii) arercect but options (i) and (iv) are
incorrect. Therefore, the answer is B.
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22. An estate agent received three offers to psgectzaproperty listed by his client.
One interested purchaser (who made the lowest)giffeposed to the agent that he
was prepared to pay the agent an extra commis$i$83000 if the agent would
not relay the other two offers to the vendor. Whidh the following
regulations/ordinances might the agent have brehchdie accepts the extra
commission and if he does not relay the other tffer®to the vendor?

() Unconscionable Contracts Ordinance

(i) Prevention of Bribery Ordinance

(i) Practice Regulation

(iv) Estate Agents (Determination of Commission Dispuiesgyulation
(v) Personal Data (Privacy) Ordinance

(i) and (iv) only

(i) and (iii) only

(i), (i) and (iv) only
(iii), (iv) and (v) only
(), (i), (iii), (iv) and (v)

moowp»

Explanation:

According to Section 9(1) of the Prevention of Bmp Ordinance (“PBQO”),

“Any agent who, without lawful authority or reasda@ excuse, solicits or
accepts any advantage as an inducement to or refeardr otherwise on
account of his—

(@) doing or forbearing to do, or having done ombéone to do, any act in

relation to his principal’s affairs or business; or

(b) showing or forbearing to show, or having shoamforborne to show,

favour or disfavour to any person in relation te principal’s affairs or
business,

shall be guilty of an offence”.

Where a salesperson acts for a vendor client mopegpty transaction, the vendor
client is his principal. If the salesperson withdkié permission of his vendor
client accepted “extra commission”, that is an adage, from a prospective
purchaser for not relaying the offers of other pextive purchasers to the
vendor client, the salesperson may commit an offemder Section 9(1) of the
PBO. Besides, by accepting “extra commission” withdis employer’s
permission, the salesperson may commit an offemckeruSection 9(1) of the
PBO.
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Furthermore, by failing to present all the offeecaived from prospective
purchasers to his vendor client, the salespersgnb@man breach of Section 11(e)
of Practice Regulation which stated that “a licenshall present an offer to a
client for acceptance as soon as practicable atetiving it”.
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23. Mr Chan purchased a “Home Ownership Schemd” ffan the Hong Kong
Housing Authority eight years ago. He now intendsell it in the open market,
but the premium has yet to be paid. Which of tHlwang documents relating to
the sale must state that, unless the Director afskhg stipulates otherwise, Mr
Chan must pay a premium to the Hong Kong Housinthévty within 28 days of
the date of the agreement for sale and purchadehefore the assignment?

The certificate of availability for sale
The certificate of eligibility to purchase
The letter of nomination

The agreement for sale and purchase
The assignment

moowpy

Explanation:

According to the Schedule to the Housing Ordingi@agp. 283), when the Home
Ownership Scheme flat exceeds five years from #te df first assignment, the
owner can sell, let or assign the flat in the opearket subject to payment of a
premium to the Housing Authority. Prior to paymeithe premium, the owner
of the flat which exceeds five years from the daitéirst assignment can enter
into agreement for sale and purchase including ipianval/formal agreement
providing it contains a condition that the premiamassessed by the Director of
Housing be paid prior to the assignment and wigdrdays from the date of the
agreement or within such other period as may hmilstied by the Director of
Housing.

Therefore, the answer is D.
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24. Generally speaking, if a purchaser fails to glete a transaction in accordance
with the agreement for sale and purchase, whidhefollowing actions may the
vendor take?

() He may forfeit the deposits.

(i) He may terminate the agreement for sale and puechas resel
the property.

(i) He mayregister a Memorandum of Charge against the prof
the Land Registry.

() only

(i) and (ii) only

(i) and (iii) only
(i) and (iii) only
(1), (ii) and (iii)

moow»

Explanation:

Where the parties fail to complete the sale andchase transaction in
accordance with the agreement for sale and purctlaseto the purchaser’s
default, the vendor will be entitled to forfeit tlikeposit monies paid by the
purchaser, terminate the agreement for sale archase and to sell the property
to other person(s). Hence, options (i) and (ii) awerect. As regards the
Memorandum of Charge mentioned in option (iii), lswocument is usually
registered by creditors with regard to any arreafsmanagement fee or
government rent and rate and is therefore not egiple to the present context.

Therefore, the answer is B.
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25. If a purchaser client intends to purchase penty from a confirmor by way of a
sub-sale agreement, which of the following is/&ee matter(s) that the estate agent
should draw the purchaser client’s attention torster to protect his interests?

(i) whether the agreement for sale and purchase betteerear
vendor of the property and the confirmor restrstib-sale

(i) whether the balance of the purchase price payaplié client tc
the confirmor is sufficient to cover the balancdha purchase pric
payable by the confirmor to the head vendor unbderagreernt
for sale and purchase between the confirmor antiead vendor

(i) whether the client has an opportunity to inspeetgloperty befor
he enters into the sub-sale agreement

A. (i) only

B. (i) only

C. (i) and (iif) only
D. (i) and (iii) only
E. (i), (ii) and (ii)
Explanation:

According to Practice Circular (No. 01-08 (CR))et& are certain risks in
confirmor sales. To protect the interests of thefiocmor and the sub-purchaser,
the estate agent should pay attention to a numb#rirggs when handling this
type of transactions.

Paragraph (1)(a) of the Practice Circular states pinactitioners should remind
the confirmor to examine the agreement for sale padthase between the
vendor and the confirmor to see if there is anyric®n on subsale. Option (i) is
thus correct.

Paragraph (2)(b) of the Practice Circular states #ttention should be paid to
whether the balance of purchase price payable égub-purchaser is sufficient
to cover the balance of purchase price payableheyconfirmor under the
original agreement. Hence, option (ii) is correct.

Paragraph (2)(a) of the Practice Circular stated the sub-purchaser would
normally have no opportunity to inspect the releévproperty before he/she
enters into the subsale agreement. Practitionensidlalert the sub-purchaser to
the risks of no inspection and try to arrange foirespection before completion.
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Therefore, option (iii) is correct.

In light of the above, all options (i), (ii) andifiare correct and the answer is E.
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26. To best protect his client’s interests in tlechase of a property, under which of
the following situations should an estate agentisadthe purchaser client to pay
the deposit to a firm of solicitors to hold the dsp as stakeholders?

(i) where the property is subject to an “all-mohie®rtgage
(i) where the property is subject to a charging order
(ii) where the vendor sells the property as a confirmor

A. (i) only

B. (ii) only

C. (iii) only

D. (i) and (ii) only
E. (i), (ii) and (ii)
Explanation:

Where a property is subject to an “all-monies” rgage or a charging order, the
total outstanding balance that the vendor would rbéguired to repay on

completion for the discharge of the mortgage orging order is unknown at the
early stage of the transaction. Hence, it is uagertvhether the property is
actually one with “negative equity” and/or whethére vendor is able to

discharge the mortgage or charging order on coiopletf the sale and purchase
transaction. As for the case of “confirmor saldiere are certain risks in such
transaction, for instance, the balance of purchpsee payable by the

sub-purchaser may not be sufficient to cover thiarz® of purchase price
payable by the confirmor under the original agresinend that the purchaser
may not have the opportunity to inspect the prgpbdfore the signing of the

agreement of the sale and purchase.

Under the aforesaid circumstances, an estate agerdrder to protect his
purchaser client’s interest, should advise the Imser client of any possible
risks in payment of deposits directly to the vendod of the desirability of
arranging for the stakeholding of all deposits Kbaohe initial and further
deposits) by a firm of solicitors.

In light of the above, options (i), (ii) and (i&re correct. Therefore, the answer is
E.
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27. Tommy, an estate agent, has arranged for m&haser client, Mr Chan, to sign a
provisional agreement for sale and purchase ofsalegtial property. Two days
later, Mr Chan intends to execute a nominationdimimate his business partner to
hold the property together with him as joint teisafVhich of the following are the
proper pieces of advice for Tommy to give to Mr @ha

(i) Mr Chan must execute a deed of gift in favairhis busines
partner.

(i) Stamp duty is payable on the nomination.

(i) Mr Chan and his business partner cannot hold thpepty as join
tenants because only a married couple can betgnants.

(iv) If Mr Chan and his business partner hold the propertjoias
tenants and if Mr Chan predeceases his businesgepavir Chan’s
interest in the property will pass to his businpastner uporhis
death.

A. (i) and (iii) only

B. (ii) and (iv) only

C. (i), (i) and (iii) only
D. (i), (iii) and (iv) only
E. (i), (i), (iii) and (iv)

Explanation:

Exemption for payment of ad valorem stamp duty untte Stamp Duty
Ordinance is not applicable in this case since MarCand Mr Sze are not close
relatives, hence, ad valorem stamp duty is payabléhe nomination as on an
agreement for sale and purchase of the propertyo®(i) is correct.

Under the common law, joint tenancy is a form ofogmership where all the
co-owners own the whole property together but iitially they do not own a
distinct undivided share in the property. On thatddeof one of the co-owners,
the property remains vested in the survivor(s) liyug of the doctrine of
survivorship. Option (iv) is correct.

However, there is no legal requirement on the etxacwf a deed of gift in

favour of a nominee who is being nominated in a inaton to take up the
assignment of a residential property or any requénet that only married couple
will be allowed to hold property as joint tenant$ierefore, options (i) and (i)
are not correct. The answer is B.
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28.

If an estate agent intends to include the favea information in the advertisement
of a residential property and if the saleable arethe property can be obtained
from the Rating and Valuation Department or theeagrent for sale and purchase
of the first assignment, according to the guidelime the Practice Circular in

relation to the provision of floor area informatidar second-hand residential
properties, which of the following must the estagent do?

() The estate agent must provide the saleable @iréhe poperty in
the advertisement.

(i) The estate agemhust provide both the saleable area and the
floor area of the property in the advertisement.

(i) The estate agenhust clearly state in the advertisement that
floor area provided is the saleable area of thpgmnty.

(iv) The estate agent muclearly state in the advertisement the sc
of the floor area provided.

(i) and (iii) only

(i) and (iii) only

(ii) and (iv) only

(1), (iii) and (iv) only
(1), (i), (i) and (iv)

moow»

Explanation:

Paragraph (4) of Practice Circular (No. 12-02 (C&3)es that “if the floor area

information of a property is included in an adv&tnent and the saleable area of

the property can be obtained from either the RvVDhar first agreement, then

licensees must:

(@) provide the saleable area of the property {obthfrom the RVD or the first
agreement, as the case may be) in the advertispareht

(b) clearly state in the advertisement that therflarea provided is the saleable
area of the property (e.g. saleable area: 980 edaat)”.

The estate agent should thus provide the saleabke @& the property in the
advertisement and state clearly in the advertisentien the floor area provided
is the saleable area of the property. Options K9l &ii) are thus correct.

However, licensees are not obligated to provide dhess floor area of the
property and the source of the floor area in theestsement. Therefore, options
(i) and (iv) are not correct. Therefore, the ansiseé\.
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29. FILL IN THE BLANKS:

Please choose the correct answer from A to E. ifsieplart of the answers applies
to the first blank and the second part applieti¢osecond blank.

To prove title to a property, the vendor is reqdite produce to the purchaser the
government lease as well as proof of title extegpaiiot less than _ years before
the date of the agreement for sale and purchaseneaging with an ,
a mortgage by assignment or a legal charge, eadimgevith the whole estate and
interest in that property.

A. 10......... assignment

B. 15......... occupation permit

C. 15......... assignment

D. 20......... agreement for sale and purchase
E. 25........assignment

Explanation:

According to Section 13(1)(a) of the Conveyancingl &roperty Ordinance
(Cap. 219), “a purchaser of land shall be entittedequire from the vendor, as
proof of title to that land, only production of t®vernment lease relating to the
land sold and—

(@) proof of title to that land —

(i) where the grant of the Government lease wastlesn 15 years before
the contract of sale of that land, extending fa geriod since that
grant; or

(i) in any other case, extending not less th&nyearsbefore the contract
of sale of that land commencing with assignment a mortgage by
assignment or a legal charge, each dealing withwihele estate and
interest in that land”.

Therefore, the correct answer is C.
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30. According to the Practice Circular on compliaraf anti-money laundering and
counter-terrorist financing requirements, a licensshould do which of the
following if he/she licensee is unable to compldie Customer Due Diligence
(“CDD”) process against a customer for complyinghwthe statutory requirements
of anti-money laundering and counter terroristticiag?

(i) Licensee must not edtlish a business relationship with 1
customer.

(i) Licensee may carry out occasiontensaction with that custorr
provided that the transaction is one-off.

(i) Licensee must terminate the business relationshiph what
customer as soon asasonably practicable if a business relatior
has already been established with that customer.

(iv) Licensee must report the failure of completion &@IOCprocess t
the Hong Kong Police.

A. (i) and (ii) only

B. (i) and (iii) only

C. (), (ii)) and (iv) only
D. (i), (iii) and (iv) only
E. (i), (i), (iii) and (iv)
Explanation:

Paragraph (4.15) of Practice Circular (No. 18-OR)Cstates that “where a

licensee is unable to complete the CDD process, he:

(@) must not establish a business relationship asrycout any occasional
transaction with that customer;

(b) must terminate the business relationship as asaeasonably practicable if
he has already established business relationskiptinat customer; and

(c) should assess whether failure to complete tiED (orocess provides
grounds for knowledge or suspicion of money lauimderor terrorist
financing and for filing an Suspicious Transact®eporting with the Joint
Financial Intelligence Unit”.

In light of the above, options (i) and (iii) arercact but options (ii) and (iv) are
incorrect. Therefore, the answer is B.
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31. The purchaser client of an estate agent is tabmwenter into a provisional
agreement for sale and purchase of a property owgea private limited Hong
Kong company. The client wants to check whetherpitugerty is subject to any
mortgages or charges. Which of the following docot®enay contain the above
information?

(i) the memorandum of association of the vendor pamy

(i) an up-to-date land search of the property at thnel [Registry

(i) an up-to-date search of the Mortgage or ChargeilBf&tatement ¢
Particulars of Charge filed by the vendoompany with th
Companies Registry

(iv) the Certificate of Incorporation of the vendor canp

(v) the Business Registration Certificate of thad@ company

A. (i) and (ii) only

B. (i) and (iii) only

C. (i) and (v) only

D. (i), (iii) and (iv) only
E. (i), (iv) and (v) only
Explanation:

Public may conduct land searches on most of theegpties in Hong Kong at the
Land Registry which provides information on all embrances and other
documents registered against the property conceanubading documents such
as legal charges, mortgages, building orders, @yddrs etc.

Public may also conduct company searches on thertudata of registered
companies and image records of documents register@dept at the Company
Registry. Public can obtain a list of registeredrges of a company (including a
charge on land or any interest in land). Basicrimftion on each charge such as
a brief description of the charge, the charge teggisn number and the dates of
creation and registration will be provided.

In light of the above, options (ii) and (iii) arercect and the answer is therefore
B.
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32. Leo (a landlord) intends to enter into a teyaamreement of a residential property
with Tina (a tenant) for a term of one year. Thedlaearch of the property shows
the following registered documents:

() alegal charge registered by a mortgagee bank

(i) asecond legal charge registered by a finance aoynpa

(i) a memorandum of a charge of outstanding managerfess
registered by the management company of the bgildirwhich the
property forms a part

(iv) a building order of the property registered byBugding Authority

As Tina’s estate agent, you should advise Tingtmire Leo to obtain the consent
of which of the following before entering into ttenancy agreement?

A. The mortgagee bank in (i) only

B. The finance company in (ii) only

C. The mortgagee bank in (i) and the finance companin (ii) only
D. The management company in (iii) only

E. The Building Authority in (iv) only

Explanation:

According to the Practice Circular (No. 01-09 (CR)) tenancy matters for

residential properties, the mortgage deed/legaigehexecuted by the owner of a
property usually contains a covenant that prohilei#ésing unless with the prior
written consent of the mortgagee. In the eventrobaner failing to repay the

mortgage loan and the mortgagee taking possess$itre qroperty, the tenant

will not be able to continue to occupy the propemtyl therefore suffer loss and
inconvenience.

Hence, if the relevant property is a mortgaged @rtyp practitioners should
suggest to the prospective tenant to request tiilded to obtain the required
bank consent and to explain the risks involveceinting a property without bank

consent for the prospective tenant's consideration.

In light of the above, options (i) and (ii) are @@t and the answer is therefore C.
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33. Which of the following information may be foui the occupation permit of a
building?

(i) gross floor area of the building

(i) permitted use(s) of the units of the building
(i) term of the relevant Government Lease
(iv) saleable area of the building

(i) only

(1) and (ii) only

(i) and (iii) only

(i) and (iv) only

(i), (i) and (iv) only

moowp

Explanation:

Occupation permit is issued by the Building Authprunder the Building
Ordinance. From this document, one can ascertairagie and user of the units
of the building when the building was completed.most cases, the document
also states the total number of units on a floorth& building. Information
concerning the floor area of the units of the boddor the term of the relevant
Government Lease of the lot(s) where the buildsgituated are not provided in
the occupation permit.

In light of the above, only option (ii) is correamd the answer is therefore A.
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34. A purchaser asks his estate agent to asceh@ipermitted use(s) of the unbuilt
land adjacent to the property which he intendsurcipase. The unbuilt land has
been bought by a developer. The estate agent maynaibformation about the
permitted use(s) of the unbuilt land from whichloé following documents?

(i) the “Outline Zoning Plan” which includes thehurlt land

(i) the land search of thproperty which the purchaser intends
purchase

(i) the Government lease of the unbuilt land

A. (i) only
B. (ii) only
C. (i) and (ii) only
D. (i) and (iii) only
E. (i) and (iii) only

Explanation:

In most cases, the information concerning the lasd of a particular lot is
available from the New Grant, Government Lease, d@imms or Block
Government Lease under which the lot is held arglusually corresponds to the
land use zoning for the land on which the lot taated as shown on the relevant
Outline Zoning Plan (“OZP”).

OZPs are prepared and published by the Town Plgridaard under the Town
Planning Ordinance. The OZPs deal with areas zoimeduses such as
residential, commercial, industrial, open spaceyegament, institution or
community, green belt, conservation development asgre village-type
development, open storage or other specified uses.

In light of the above, options (i) and (iii) arercect and the answer is therefore
D.
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35. Generally speaking, which of the following infaation may be found in the deed
of mutual covenant of a building?

(i) the name of the first purchaser who purchasachigunitsin the
building

(i) the allocation of undivided shares to the variowst9 of the
building

(iif) the parts which are designated as common arehs iouilding

(iv) the share of management fees that each owner dfitairuthe
building is liable to pay

(i) and (i) only

() and (iv) only

(i), (ii) and (iii) only
(i), (iii) and (iv) only
(1), (i), (ii)) and (iv)

moow»

Explanation:

A deed of mutual covenant (“DMC") is a private a@utual agreement among
all the co-owners, the manager and also the deeelda building. It defines the
rights, interests and obligations of the partieaceoned. In general, a DMC
comes into effect on the date of execution by teetbper and the purchaser of
the first unit of the building and is binding onhet subsequent purchasers.
Hence, a DMC contains the name of the first purehagho purchased a
unit/units in a building.

Ownership in a multi-storey building is generallxpeessed in terms of
undivided shares. When an owner purchases a flatmulti-storey building, he
is not only entitled to the exclusive possessiomisfflat, but also jointly owns
the common parts of the building with other ownefghe same building. To
facilitate management of a building and to effesliyvdefine the rights and
obligations of the parties concerned, the parthviare designated as common
areas in the building and the undivided sharesaabus parts of the building are
set out clearly in the DMC of the building. Undeosh circumstances, the share
of the management fees that each owner of a flethke to pay is determined on
the basis of the undivided shares owned by himiaedt out in the DMC.

In light of the above, option (i), (ii), (iii) an@v) are all correct and the answer is
therefore E.
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36. Which of the following is/are the proper stgp(sat the owner of a private
residential flat should take if he intends to desioh structural wall in his flat?

(i) Notify the Lands Department in writing abouetimtended works.

(i) Seek the approval of the Housing Department for itiiendec
works.

(i) Appoint an “authorisegerson” under the Buildings Ordinance
prepare and submit plans for the works for approyahe Building

Authority.
A. (i) only
B. (ii) only
C. (iii) only
D. (i) and (ii) only
E. (i) and (iii) only
Explanation:

Under section 2 of the Building Ordinance, buildingrks ¢£22 T #2) includes

any kind of building construction, site formatiorosks, ground investigation in
the scheduled areas, foundation works, repairs,otittom, alteration, addition
and every kind of building operation, and includéisinage works. Hence,
demolition of a structural wall in a flat falls Wwih the aforesaid definition of
building works.

According to the Buildings Ordinance (“BO”), anyrpen who intends to carry
out building works in private buildings or on priealand should appoint an
authorised person and, where necessary, a regisstractural engineer to
prepare and submit plans of the works for the tpiapproval and consent of
the Building Authority before the carrying out dfet works, unless such works
are exempted under section 41(3) of the BO or argetl out as minor works
following the simplified requirements of the Min&orks Control System.

According to the provisions of section 41(3) of #®, building works other

than drainage works, ground investigation in theedaled areas, site formation
works or minor works carried out in any buildingeaexempted from the
requirement for approval from the Building Authgrit the works do not involve

the structure of the building.

In light of the above, only option (iii) is correahd the answer is therefore C.
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37. A property whose permitted user is “garage” bagn used as a shop. The
purchaser is aware of the permitted user but bedi¢kat he can in the meantime
continue to use the property as a shop. Which efféilowing statements is/are
correct?

() The Building Authority may, by order, require thevrer or the
occupier to discontinue the use of the property slsop.

(i)  The Building Authority may prohibit the use of tipgoperty as
shop on the ground that the property is not swetédnl such use.

(i) The unauthorised change of user mayder the title of the propeil
defective.

(i) only

(i) only

(i) only

(1) and (ii) only
(1), (i) and (iii)

moow»

Explanation:

An owner who wishes to materially alter the useragbroperty must give one
month’s notice in the specified form to the Builgliduthority (“BA”) under
Section 25(1) of the Building Ordinance. For example might wish to change
the user from “domestic purposes” to “office pumpgs If the BA decides the
property is not suitable by reason of the naturéso€onstruction in relation to
its present or intended use, an order in writing/ @ served on the owner or
occupier under Section 25(2). That order may:

prohibit such intended use; or

require the owner or occupier to discontinue su@sent use of the building

within one month from the service of the order.
The title of the property may be rendered defeasky reason of a material
change in user of the premises. A defeasible istlene that is forfeitable and
subject to re-entry by the Government.

In light of the above, option (i), (i) and (iii)ra all correct and the answer is
therefore E.
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38. Calculate the stamp duty chargeable for a mnagreement for a domestic
property (including its counterpart) based on tiving terms:

Term: five years

Rent: $100,000 per month

Rent-free period: first two months

Option to renew: a further term of three years1&(000 per month
A. $100

B. $105

C. $3,005

D. $11,605

E. $12,005

Explanation:

Under Section 4(1) of the Stamp Duty Ordinance #el First Schedule, the
applicable rate is 1% of the yearly or average lye@nt where the lease term
exceeds 3 years. $5 is payable on the duplicate.

The average yearly rent is: ($100,000 x 10 x 13100,000 x 12 x 4)
5

= $1,160,000

The amount of stamp duty payable: $1,160,000 x 195 +
= $11,605

Information regarding option to renew should notriuded in the calculations.
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39. Susan (a landlord) and David (a tenant) entemtd a residential tenancy
agreement for a term of two years commencing orctblégr 2013. The tenancy
agreement does not have any express term whick §wsan the right of forfeiture
for non-payment of rent. If David fails to pay hient, can Susan forfeit the
tenancy?

A. Yes, if David fails to pay rent within seven dayfstlte date when the re

falls due.

B. Yes, if David fails to pay rent within ten dagsthedate when the rent fa
due.

C. Yes, if David fails to pay rent within fourteen dagf the date when the r¢
falls due.

D. Yes, if David fails to pay rent within fifteen daysof the date when the
rent falls due.
E. No.

Explanation:

In usual cases, the lease/tenancy will mentioratheunt of rent and will have a
clause under which the tenant expressly covenargay the rent. Section 117(3)
of the Landlord and Tenant (Consolidation) Ordireaatso implies this covenant
into a Part IV tenancy. Section 117(3) gives thea 15 days to pay the rent.

On default, the landlord can take action to forfleé tenancy.

Hence, option D is correct.
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40. A tenant has entered into a tenancy agreenoerd ferm of two years with the
option to renew for a further term of two years.drder to protect the tenant’s
interests, which of the following steps should #state agent advise the tenant to
take?

() The tenant shall let the estate agent sign thentgnagreement fc
him.

(i) The tenancy agreement should be stamped.

(i) The tenancy agreement should be registered withahd Registry.

(iv) The tenancy agreement should be filed with the diugs
Department.

A. (i) and (ii) only

B. (i) and (iv) only

C. (i) and (iii) only

D. (i) and (iv) only

E. (i), (iii) and (iv) only

Explanation:

Under the Stamp Duty Ordinance, stamp duty is @abig on a lease or tenancy
agreement. Hence, option (ii) is correct.

The rights of a lessee under a lease which excdeds years are protected
against third parties, who deal with the lessocriate an interest in the land, if
the lease has been registered in the Land Registtgr the terms of the Land
Registration Ordinance. So if the lessor sellspitoperty, the lessee will be able
to enforce the lease against the new owner.

The interest of a tenant under a tenancy agreel®ase/ which does not exceed
three years is protected against third parties ewidrout registration so long as
the tenancy is bona fide and the rent is at magktet

If the lease/tenancy agreement contains an opbomehew or to purchase,
registration of the lease/tenancy agreement cate®option to bind a third

party.

The option creates an interest in land which needsstration to allow it to be
enforced against the third party. The lessee/temarst ensure the lease/tenancy
agreement which contains the option is registetbdravise he cannot enforce it
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against a third party. That is, if the lessor/lamdl sells the land, and if the
lease/tenancy agreement containing the option biabaen registered before the
sale, the new owner does not have to honour theropt

In light of the aforesaid, option (iii) is correct.
Option (i) is not a proper procedure and optior) (vnot a requirement under

any laws or regulations. Hence, only options (g &iii) are correct and the
answer is C.

EAQE



