Note :

Question 1

E-quiz
Answer Guide for e-quiz — April 2012

This answer guide is prepared by the Professiopak@pment Section
of the Estate Agents Authority and provides theaexranswers to the
guestions of the April 2012 e-quiz.

In this answer guide:

“the Authority” means the Estate Agents Authority;

“the Ordinance” means thestate Agents Ordinance;

“the Practice Regulation” means thstate Agents Practice (General
Duties and Hong Kong Residential Properties) Regulation;

“the Licensing Regulation” means thEstate Agents (Licensing)
Regulation; and

“the Code of Ethics” means theode of Ethics issued by the Estate
Agents Authority.

The copyright of the e-quiz, this answer guide aaiid supporting
materials (collectively “the materials”) belongsthe Authority, and the
materials may be reproduced by candidates for thepgse of
attempting the questions only. No reproductionhef thaterials for any
other purpose is allowed without the prior writtenonsent of the
Authority.

1. Under the Ordinance, Mr. Master, in carrying o éstate agency business,

should not use any name other than the name sgebaifihis licence
shall not employ any person as a salesperson winat the holder of a licence
shall only employ someone who possesses univagstjuates qualifications;

shall notify the Authority in writing of any changé his registered address
within 14 days of the change

A. land Il only

B. land Il only

C. I, lland IV only

D. All of the above

Answer Guide:

Reference

S. 55(2) of the Ordinance
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A licensed estate agent or a licensed salespersonwithout reasonable excuse-
(a) for or in connection with an estate agency mess uses any name other than the
name specified in his licence;
(b) fails to comply with section 39(1);
commits an offence.

S 39(1) of the Ordinance
A licensed estate agent shall not employ or coetitmuemploy as a salesperson any
person who for the time being is not the holdea i€ence.

S 14(3)(a) of the Ordinance

Where an address ceases to be the registered swddradicensee, the licensee shall
within the period of 14 days beginning on such eessotify the Authority in writing
of another address to which all communicationsrastcces may be sent.

Using a business name other than that of the licees’'s name specified in his
licence or employing someone not licensed is a s®rs breach.

It is important that the licensee keeps the Authoty informed of all change of
particulars in relation to the practice in good time.

Therefore, the answer is C.

Question 2

2. Mr. Master should make his application for the mealeof his estate agent licence

A. within 6 months before it is due to expire

B. within 1 month after the licence has expired

C. not more than 3 months and not less than 1 month por to the expiration
of the licence

Answer guide:

Reference:

S 23(1) of the Ordinance

A licensee may apply in the prescribed manner ¢oAththority to renew the relevant
licence.

S. 13 of the Licensing Regulation
An application for the renewal of a licence shalrhade not more than 3 months and
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not less than 1 month prior to the expiration af titence or within such shorter
period prior to the expiration thereof as the Auttyamay in writing permit.

Therefore, the answer is C.

Question 3

3. By offering or giving expensive gifts to Ms. Beg what kind of rules and
regulations might Mr. Agent have breached?

I. Code of Ethics

II. S. 9 of Prevention of Bribery Ordinance

lll. S 37 of the Ordinance (Accounts regulations)

IV. S 12 of Practice Regulation (keeping of accounhoheys held or paid by agent

for client)
A. lonly
B. land Il only
C. lland lll only
D. land Il only

Answer Guide:

Reference:

S 9 of the Prevention of Bribery Ordinance

(2) Any person who, without lawful authority or semable excuse, offers any
advantage to any agent as an inducement to or def@apr otherwise on account of
the agent's-

(a) doing or forbearing to do, or having done ab&one to do, any act in relation to
his principal's affairs or business; or

(b) showing or forbearing to show, or having showrforborne to show, favour or
disfavour to any person in relation to his prin€gpaffairs or business,

shall be guilty of an offence.

Estate Agent Authority’s Code of Ethics

3.1 Compliance with the law

3.1.1 Estate agents and salespersons shall refrain frotwiti@s during their
practice which may infringe the law.

3.4  Ethical and moral standard during practice andaesibilities
Estate agents and salespersons, in engaging aggtiagcan appointment as an agent,
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should protect and promote the interests of thHents, carry out the instructions of
their clients in accordance with the estate ageagrgement and act in an impartial
and just manner to all parties involved in the seation.

Estate agents should be alerted with certain improgr conduct such as offering
advantages. S. 9(2) of the Prevention of Bribery @inance specifically deals with
“without lawful authority, offering advantage to anggent... as an inducement to
or reward for the agent's doing any act in relatioto his principal's affairs or
business. In this example, Ms. Beauty is the agent and heprincipal is Mr.
Funny. Mr. Agent's offering expensive gifts (thou@ not in money terms) to her
for introducing Mr. Funny’ clients to Mr. Agent wit hout Mr. Funny’s authority
may amount to a S. 9 offence. Likewise it would aount to a breach of the
Code of Ethics.  The answer is D.

Question 4

4. For the time being, Carl is not eligible to bewged an estate agent licence
because:

A. he has been convicted of the charge of littering
B. he has not reached the age of 18
C. he has not been considered as fit and proper ¢pdmted an estate agent licence

Answer Guide:

Reference:

S. 6 of the Licensing Regulation

An individual is not eligible to be granted or hadcontinue to hold a licence unless
he has attained the age of 18 years at the d&iie application for the licence.

S.19 of the Ordinance
(1) An individual shall not be eligible to be grantediwld or continue to hold an
estate agent's licence unless-
(a) he has attained the age which is for the time bpnegcribed for the purposes
of this subsection;

(2) In determining whether or not a person is ffidd @roper for the purpose of holding
an estate agent's licence, the Authority shall magard to the following-

(d) any conviction, whether in Hong Kong or elseveheof the person for any
offence (other than an offence under this Ordingnigeing a conviction as
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regards which it was necessary to find that thesqreracted fraudulently,
corruptly or dishonestly; and

(e) any conviction of the person under this Ordasam respect of which he has
been sentenced to imprisonment, whether the senterstispended or not.

For the time being, the only barrier to Carl’s eligbility to be granted an estate
agent’s licence is the fact he is not of the age wfjority (i.e. 18).

(Note: Carl has to pass the Estate Agents Qualifygn Examination within 12
months immediately before the date of his applicatn for the grant of the
licence.)

Section 2(1B) of the Rehabilitation of Offenders Qdinance (Cap. 297) states
that:

Where an individual pays or is ordered to pay a fied penalty, or any additional
penalty, under the Fixed Penalty (Traffic Contraverions) Ordinance (Cap 237),
the Fixed Penalty (Criminal Proceedings) Ordinance(Cap 240) or the Fixed
Penalty (Public Cleanliness Offences) Ordinance (@e571), then-

(a) subject to section 3(3) and (4), no evidence shdle admissible in any
proceedings which tends to show that that individuishas so paid or has been
so ordered to pay;

(b) any question asked of that individual or any othemperson relating to, or any
obligation imposed on that individual or any otherperson to disclose, that
individual’s previous convictions, offences, conduor circumstances shall be
treated as not referring to that payment or order b pay; and

(c) that payment or order to pay, or any failure to diclose it shall not be a lawful
or proper ground for dismissing or excluding that ndividual from any office,
profession, occupation or employment or for prejudecing him in any way in
that office, profession, occupation or employment.

The Public Health and Municipal Services OrdinancgCap 132) covers offences
including littering and spitting. With effect from 26 June 2003, any person in
breach of the provisions will be liable to a fixegenalty of $1,500.

By S.3(3) of Fixed Penalty (Public Cleanliness Offices) Ordinance, where a
person has received a notice in respect of the Biting offence and has paid the
full amount of the fixed penalty shown in the notie, he shall not be liable to be
prosecuted or convicted for the scheduled offenc@eacified in the notice.
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According to Schedule 1 of Fixed Penalty (Public @hknliness Offences)
Ordinance, the fixed penalty for depositing of liter in public places under
Section 4(1) of Public Cleansing and Prevention oNuisances Regulation is
$1500.

Carl's admission to the littering charge will not anount to a prosecution or
conviction if he pays the fixed penalty of HK$1,500Therefore Carl’s eligibility
will not be affected in this way.

Therefore, the answer is B.

(Note: Apart from satisfying the requirements on “gge” and “education level”
and be a “fit and proper” person, according to seabn 7(1)(a) of the Licensing
Regulation, an individual “has, within 12 months inmediately before the date of
his application for the grant of the licence, passkthe relevant examination”.)

Question 5

5. In accepting Ms. Vivian’s appointment as her agensell the Property, what
should Mr. Agent have done?

l. entered into an estate agency agreement with Mg&rVi

Il obtained from Ms. Vivian information about the repand renovations of the
Property prescribed in Form 1

[l conducted a land search at the Land Registry .

A. land Il only

B. land Il only

C. lland Il only
D. All of the above

Answer quide:

Reference

S 36(1) of the Ordinance

(@) ...every licensed estate agent shall, as regardy pveperty (whether situated in
Hong Kong or elsewhere) in relation to which he éakered into an estate agency
agreement-
(i) if he acts for the vendor, then for so longh&sso acts, have in his possession

or under his control information prescribed for fheposes of this paragraph;
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S 36(2) of the Ordinance

...iInformation prescribed for the purposes of subsac{l)(a) in relation to any

property situated in Hong Kong, being property @lation to which a particular

licensed estate agent has entered into an estateyaggreement...may include the

following-

(@) particulars of current ownership and subsistingumbrances in respect of the
relevant property...

(b) the total or entire area......

(c) where applicable, the year or period in whi@nstruction of the relevant
property was completed ...

(d) any restrictions on the user of the relevaoperty ......

(e) the unexpired term of the relevant Governmease......

) if a lease of the relevant property is to barged, the term of the proposed
lease;

(9) a statement, made by the vendor in a mannecpbed for the purposes of
this paragraph, containing-

(i) any information so prescribed and within thender's knowledge, ...
relating to structural additions to or alteratioofs a building or other
structure, whether already carried out or not; and

(i) any information so prescribed and within thendor's knowledge, being
information relating to the following repairs orpnovements-

(A) repairs or improvements which are requiregm@posed ..; and
(B) repairs or improvements for the cost of whiclpachaser of such
premises will be wholly or partly liable.

S 13 Practice Regulation

(4) Alicensee acting for the vendor of a residdmtroperty shall, immediately before
an agreement for sale and purchase or a lease gidiperty is entered into, cause to
be carried out a land search in the Land Registrgspect of the property and supply
a copy of the land search to the purchaser of thpgquty.

According to the Ordinance, the licensee should eat into an estate agency
agreement with each of his/her customer for whom Iighe agrees to act. Other
than this, if the customer is a vendor, it is theitensee’s duties to ascertain as
accurate as possible all information in relation tothe property. The Ordinance
has prescribed the information such as renovationand repairs proposed for the
building which the licensee is required to obtainfom the vendor.

It is only prudent for all licensees to provide asnuch information as possible to
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the intended purchaser; the provision of Form 1 and&onducting an updated land
search will be essential in discharging the licens&s duties. Therefore, the
answer is D.

Question 6

6. As one of the joint tenants, what kind of papersciwiMs. Vivian would need to
produce to satisfy the purchaser that she is edtith sell the Property in her sole
name?

l. Certified copy of Death Certificate of Mr. Hubby

. Certificate of Exemption of Estate Duty or PaymehEstate Duty in respect
of Mr. Hubby's estate

[l. Power of Attorney from Mr. Hubby executed during thfetime authorising
Ms. Vivian to sell the Property on his behalf

A. lonly
B. landIlonly
C. lland lll only

Answer Guide:

Reference:
S.11 Conveyancing and Property Ordinance - Presuman of survivorship
a ...... after the commencement of this section, 2 or mpeesons die in

circumstances rendering it uncertain that any oh¢hem, or which of them,

survived the other or others, such deaths shalblfgpurposes affecting the title to
property, be presumed to have occurred in ordeeniority, and accordingly the
younger shall be deemed to have survived the elder.

By the doctrine of survivorship, where a property s held by 2 or more persons as
joint tenants, upon the death of one of them, thenterest in the property shall
pass to the survivors (in equal share if more thad).

The death certificate would serve as proof of theahth of Mr. Hubby and hence
Ms. Vivian being the sole survivor entitled to theentire interest in the Property.

According to the Revenue (Abolition of Estate Duty)Ordinance 2005 which
came into effect on 11 February 2006, no estate quis chargeable in respect of
deaths occurring on or after that date.

Thus, the answer is A.
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Question 7
7. Considering Mr. and Mrs. Best purchase the dldat and car park by 2 separate
Provisional Agreement for Sale and Purchase, witatidvbe the total amount of
stamp duty payable on the 2 Agreements for SaléPamchase?

A. HK$200
B. HK$100
C. HK$33,600
D. HK$24,100

Answer Guide:
Reference:
S. 29G Stamp Duty Ordinance

...... an agreement for sale being certified at a @alar amount mean that such
agreement for sale contains a statement certifthag the transaction agreed to, or
effected by, the instrument does not form part darger transaction or series of
transaction in respect of which the amount or vatweaggregate amount or value, of
the consideration exceeds that amount.

Rates of Stamp Duty

On Sale or Transfer of Immovable Property in Hong Kong

With effect from 1 April 2010, stamp duty on sale of immovable property in Hong Kong is charged at
rates which vary with the amount or value of the consideration as follows:

[Where the stamp duty calculated includes a fraction of $1, round-up the duty to the nearest $1.]

Amount or value of the consideration

Rate
Exceeds Does not exceed

. $2,000,000 $100
$2,000,000 $2,351,760 $100 + 10% of excess over $2,000,000
$2,351,760 $3,000,000 1.5%
$3,000,000 $3,290,320 $45,000 + 10% of excess over $3,000,000
$3,290,320 $4,000,000 2.25%
$4,000,000 $4,428,570 $90,000 + 10% of excess over $4,000,000
$4,428,570 $6,000,000 3%
$6,000,000 $6,720,000 $180,000 + 10% of excess over $6,000,000
$6,720,000 $20,000,000 3.75%
$20,000,000 $21,739,120 $750,000 + 10% of excess over $20,000,000
$21,739,120 4.25%

Note: (i) With effect from 1 April 1999, the exact amountvaitue of the consideration will be used to comy
the stamp duty for property transfers. That isnobup of the value or consideration to the nearest
$100 is no more required.

(ii) with effect from 31 January 1992, stamp duty atstume rates as conveyances of immovable
property is chargeable on agreements for the salgarchase of residential property. After the
agreement has been so stamped, the related coreeyihbe chargeable with a fixed stamp duty of
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$100 only.

Where a transaction is part of a larger or a seriesof transactions, such
transaction will be subject to the rate of stamp dty falling within the range of
the aggregate amount or value of the consideration.In this case, although
taking the amount or value stated in the agreemerfor sale and purchase of the
flat unit and for the car park individually, no stamp duty (other than HK$100
each) would be payable. Since the parties to thedreements are exactly the
same, together they must be considered to form arfger or a series of
transactions which in aggregate will amount to HK$240,000 (HK$1,990,000 +
HK$250,000) pursuant to S. 29G of the Stamp Duty @linance. Therefore the
applicable rate shall be HK$100 + 10% x (HK$2,240@ - HK$2,000,000) =
HK$24,100. The answer is D.

Question 8

8. While also acting for the vendor, which of the éoling shall constitute a cause
of action whereby Mr. and Mrs. Best's damages or ather relief or remedy
may be recovered against Mr. Master?

l. Mr. Master’s failure to have in his possessianuader his control prescribed
information of the Property in the form of Form 1;

II.  Mr. Master should be reasonably satisfied @mrds the accuracy of information
prescribed

[l Mr. Master having made a misrepresentation alibe non-existence of the
renovation notice

IV Breach of estate agency agreement

A. |, 1l and Ill only

B. I, llland IV only
C. I, llland IV only
D. All of the above

Answer Guide:

Reference:
S 36 of Ordinance
@@ -......... every licensed estate agent shall, as dsgarery property (whether

situated in Hong Kong or elsewhere) in relatiomvtoch he has entered into an
estate agency agreement-

10
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(i) if he acts for the vendor, then for so longhasso acts, have in his possession
or under his control information prescribed for fheposes of this paragraph;
(ii) be reasonably satisfied as regards the acguwrbmformation prescribed for
the purposes of this paragraph,;

(4) Where as regards a particular property a lieérestate agent fails to comply with
a requirement of subsection (1) which applies to hnhd because of any such failure
the relevant client suffers loss or damage, tHearfishall constitute a cause of action
whereby damages or any other relief or remedy neasebovered or obtained in legal
proceedings.

S. 3 Misrepresentation Ordinance - Damages for misrepreentation

(1) Where a person has entered into a contract afteisrepresentation has been
made to him by another party thereto and as atrémreof he has suffered loss, then,
if the person making the misrepresentation wouldifele to damages in respect
thereof had the misrepresentation been made franothyl that person shall be so
liable notwithstanding that the misrepresentati@s wot made fraudulently, unless he
proves that he had reasonable grounds to belieded@nbelieve up to the time the
contract was made that the facts represented were t

(2) Where a person has entered into a contract afteisrepresentation has been
made to him otherwise than fraudulently, and held/dne entitled, by reason of the
misrepresentation, to rescind the contract, thien,i$ claimed, in any proceedings
arising out of the contract, that the contract dugtbe or has been rescinded the court
or arbitrator may declare the contract subsisting award damages in lieu of
rescission, if of opinion that it would be equitald do so, having regard to the nature
of the misrepresentation and the loss that wouldduesed by it if the contract were
upheld, as well as to the loss that rescission @voalse to the other party.

(3) Damages may be awarded against a person umosgion (2) whether or not he
is liable to damages under subsection (1), but &vheris so liable any award under
subsection (2) shall be taken into account in agsgdhis liability under subsection

().

Clause 5 of Estate Agency Agreement (FORM 3)

Property Information

The Agent shall provide to the Vendor the Propémfgrmation Form including the
Vendor's Statement prescribed under the Estatetdd&actice (General Duties and
Hong Kong Residential Properties) Regulation dutynpleted and signed by the
Agent.

11
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Mr. Master’s failure to keep the Property Informati on form (Form 1) and to be
satisfied as to the accuracy of the enquiries of Miand Mrs. Best regarding the
renovations and repairs proposed for the building Bould be a cause of action for
damages under S. 36(4) of the Ordinance. This piecé information should have

been readily obtained and verified only if Mr. Maser had obtained the Form 1
and made enquiries with the vendor. The statementhat he has given about the
non-existence of the renovations and repairs whictvere already in place at the
time the enquires were raised is obviously untrueral misrepresenting. This may
again constitute a cause of action under the Misrgpsentation Ordinance. Mr.

and Mrs. Best should be entitled to claim against K Master for the loss and

damages suffered under these 2 Ordinances.

The answer is D.

Question 9

9. In relation to the keeping of account and recomdbjch of the following
statements are true?

l. A licensed estate agent shall issue a receiptti@iat for any moneys received
within 7 days of such receipt.

. A licensed estate agent shall retain a copy ofréloeipt for not less than 3
years after it is issued.

[l. Any officer of the Authority authorised in writingy the Authority shall have
the right to inspect the accounts as to moneysved®r held by the licensed
estate agent at any time during normal office heutisout prior notice and to
require the licenced estate agent to furnish arigrnmation during such

inspection.
A. lonly
B. Il and Ill only
C. land Il only
D. All of the above

12
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Answer Guide:
Reference

S. 12 Practice Regulation

(1) (a) A licensed estate agent shall keep propeownts as to moneys received or
held, or paid by the agent, for or on account m@ntk.

(b) Any officer of the Authority authorized in wirig by the Authority for the
purpose shall have the right to inspect the acsoket under paragraph (a) at
any time during ordinary office hours without priaotice.

(2) A licensed estate agent shall-
(a) issue a written receipt to a client immediatelyany moneys received; and
(b) retain a copy of the receipt for not less tBarears after it is issued.

It is important that all licensees should adhere tand adopt a good accounting
practice and know the right of the Authority in this regard. = The answer is B.

Question 10
10.Where a complaint made has been considered by utteoAty and the Authority

is satisfied that the complaint is well-foundeds thuthority may exercise which
of the following powers against the estate agesatesperson complained of?

l. Suspend his or her licence for a period of more thgears
. Revoke his or her licence

Il Impose a fine of HK$1,000,000

IV.  Vary any condition to his or her licence

A. |, Il and Il only
B. landlll only
C. lland lll only
D. Iland IV only

Answer Guide:

Reference:

S. 30(1) of the Ordinance

Where-

(b) (i) a complaint made under section 29(1) oulansission made under section 29(2)
is considered by the Authority or, as the case b&gya disciplinary committee;
and

13
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(ii) the Authority or, as the case may be, theigigtary committee is satisfied
that the complaint or submission is well-founded,

the Authority or, where appropriate, the disciptineommittee may, subject to this
section, exercise such of the following powerst @smsiders appropriate-

(1) admonish or reprimand the licensee concerned,;

(11) attach specified conditions to the licence conadrne

(i)  vary any condition already attached to such licence

(lv)  suspend such licence for a specified period no¢ediog 2 years;

v) revoke such licence;

(vi)  impose a fine of a specified amount not exceedB@PHO0;

make such order as it thinks fit with regard to gayment of any 1 or more of the

following, namely, the whole or part of its cosegjarding the proceedings, or, where
a recommendation referred to in paragraph (a) demtne whole or part of the costs
of the investigator by whom the recommendation masle, or the whole or part of

the costs of a complainant under section 29 ohefitensee concerned.

This question serves as a reminder to the licenseetthe possible consequences
of an established complaint against a licensee. h& answer is D.

Question 11
11.How should Mr. Master notify the Authority of therimination of Mr. Agent’s

appointment as M-Company’s manager? By which timehould do so?

A. By completing Form 9 and within 21 days of his terating Mr. Agent’s
appointment as the manager

B. By completing Form 10 and within 21 days of hisntgrating Mr. Agent’s
appointment as the manager

C. By completing Form 10 and within 31 days of his teninating Mr. Agent’s
appointment as the manager

Answer Guide:

Reference

S. 40(3) of the Ordinance

Where a licensed estate agent-

(a) appoints a person as a manager for the purpdseis Ordinance; or

(b) terminates the appointment of such a manager,

the agent shall, before the expiration of the meab31 days beginning on the date of
the appointment or, where appropriate, the ternananotify the Authority in writing

14
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of the appointment or termination.

All licensees should familiarize themselves with #reporting requirements and
procedures.  The answer is C.

15
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FORM 10

ESTATE AGENTS ORDINANCE
(Chapter 511)
(Section 40(3))

NOTICE OF APPOINTMENT/TERMINATION OF APPOINTMENT* © A
PERSON AS A MANAGER OF A LICENSED ESTATE AGENT

To: Estate Agents Authority
(address)

hereby give you notice that I/we* appointed/ternokthe appointment*

O et , hetdf estate
agent's licence NUMDER) ..........oooi oo, as a
manager With Me/US* Bt ...........ooviieieeee et

10 S (DIM/Y)
S Slgnedby/onbehalf o

the licensed estate agent

Note: (1) Name of the licensed estate agent.

(2) Registered address of the licensed estate .agent

(3) Licence number of the licensed estate agent.

(4) Name of the manager.

(5) Licence number of the manager.

(6) The place of business where the manager ifentere control of the estate
agency business.

(7) Date of the appointment/termination of appoierin

* Delete if inappropriate.

Please file this Notice with the Estate Agentshuity before the expiration of the

period of 31 days beginning on the date of the appm®nt or termination of
appointment, as the case may be.

16
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Question 12
12.As regards a licensed estate agent’s conduct, wdfithe following statement is
untrue?

A licensee shall not exercise any undue influente avendor or purchaser for the
purpose of inducing him to enter into an agreen@mmgale and purchase

B. A licensee shall keep a written record of allecf in respect of a residential
property;

C. A licensee should give the purchaser advice ohé value of the property for
stamp duty purpose;

D. A licensee shall not cause a claim to be madbe®xistence of an offer from a
purchaser, unless the offer exists.

Answer Guide:

Reference

S. 11 of the Practice Regulation

A licensee shall-

(a) not cause or permit a claim to be made of tkistence of an offer from a
purchaser unless the offer exists;

(b) where information and comparables on residept@perty prices and rentals have
been supplied to a client for reference or compariensure that the information
or comparables supplied do not misrepresent theeval the residential property
concerned;

(c) not exercise any undue influence on a vendaa purchaser for the purpose of
inducing him to enter into an agreement for sakk@urchase or a lease;

(d) keep a written record of all offers in respefca residential property;

(e) present an offer to a client for acceptancseacas as is practicable after receiving
it;

(f) subject to section 13(2)(b), inform a client aif offers received in the order he
receives them and present them in an objectivauabthsed manner.

It is not prudent of any licensee to give advice omreas which they are not
gualified to do such as legal or tax issues. Besgleany ill advice will expose
customers to irreparable damages resulted by breaclof the law or other
monetary loss. The answer is C.
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