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New Practice Circular on good and

effective competition practices
will be effective on 1 November 2024
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“Purchaser” include a prospective purchaser.
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n light of the anti-competition concern arisen from the suspected
agreement between several estate agency companies to fix the minimum
level of net commission rate that they would like to earn for the sales
of first-hand residential properties, the Estate Agents Authority (“EAA"),
with a view to raising the trade’s professionalism and enhancing fair play,
issued a new Practice Circular (No.24-01(CR)) (“Circular”) on 5 August
2024.

The Circular provides further guidance on good and effective competition
practices to be adopted by licensees in relation to (a) charging of
commission in respect of all transactions of sale and purchase and letting
of properties; and (b) offering of incentives to purchasers' in the sales
of first-hand residential properties in Hong Kong. The Circular shall take
effect on 1 November 2024.

The EAA emphasizes that competition in a free market economy is a fact
of life and competition spurs innovation and generates more choices and
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HEZERE FEENERERY WM< better quality of products and services at better prices for the benefit of

HEESZ - N WEEERHERER consumers. Also, charging of commission is a business decision to be
FEERPERN—EEELAT  EERTE agreed between estate agency companies and their clients. The EAA will
TEAS RN EITFERE MR ESIES - BE not fix commission rates or stipulate mandatory commission guidelines.

M55l 2R AAEE (F%16-01(CR)) Rils The guidelines in the Circular are supplemental to the guidelines relating

(45:13-04(CR)) #BIBINEITES RIRH to the determination of commission and offering of incentives set out in
(EEaERIE3) Circular No. 16-01 (CR) and Circular No. 13-04 (CR).
BSHY A TH °

In this issue of Horizons, we will highlight the key points of the Circular to

ESHE (FEXM) - BN EZE d Al . v with th delines after the Circul
. remind all licensees to comply with the new guidelines after the Circular
ENERAR - AREMAREARNZRSEE

has come into effect. In addition, licensees are strongly advised to visit the

Wik BEBRHIES] o HHh - BFIRRIRE | i i
MBABMRTIES]  HEOh - RAFTRRER S EAA's website for details of the Circular.

MBABBEE R - AT RRZBERNE
Highlights of the Circular:

ZBENEHNT
(a) Charging of commission in respect of all transactions of sale

(a) EFfRYXEBEREER S WIS and purchase and letting of properties
REREZKFRINBATFHES  BEERRK To demonstrate professionalism and enhance fair play, state agency
EnERIERR - companies are encouraged to:
o HEEEMEECE - e Formulate written commission policy.
o HEINFMERESHEskHERE 2R e Before entering into any preliminary agreement for sale and purchase

AEPBEFSEUTARHEH or tenancy agreement, provide letter to clients containing:

(a) WHKIAESERMEE (a) the amount or rate of commission to charge;

(b) ¥EBITHEEE TIER BT (b) the specific tasks and services to be performed,;

() FHRELARFEAEAR © & (©) the duration of the services to be offered; and

(d) (R SEEIEE T RE S E0O0E - (d) the names of licensed staff and his/her supervisor(s) for concluding

the transaction.
o BMASMEKRE TR TBEMIESI RIEHE
Elsop: 1l

e Issue clear guidelines to, and provide sufficient training for staff on the
commission policy.

(b) HEBE—FEBYUREQELTRHER

(b) Offering of incentives to purchasers in the sales of first-hand

AR N TN A IR B residential properties in Hong Kong

o TTIEE BT A AT LB R I S B E If incentives are offered by an estate agency company:
EELRBERERZEERLRE e Such incentives offered must not restrict or prevent purchasers from

giving a holistic consideration when making a purchase decision.

o UbAN BEEREEREMSEEMNMERIER
RIEIRMAEER - MIEREMISGHED o e Also, incentives offered by an estate agency company with a substantial
degree of market power must not be abusive.

o ERENRIABIRIEE/ZHN/BEEME
FLERE] M ELREIE A B Y 1 o S AN AT  Before submission of the relevant tender/offer/registration of intent

HEEEEENTE (UARKEEA%E) ZH1 for the purchaser or entering into any agreement in connection with
NEEFRAEIETEEEREME S ETR the purchase or making any payment in relation to the purchase,
HEEE  WETHEE L (BENMES (whichever is the earliest), inform the purchaser in writing of the
AR SR - 5 A NEEEEET incentives in a specified pro-forma incentive letter and comply with
R EEN B SE R R A G EES relevant requirements (including if the incentives are in monetary term,

N . licensees must state in the incentive letter the absolute amount or a
EHA) o

formula showing how the amount of incentive would be calculated).
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o FLIRMAVERR B T L)EMIES - e Issue clear guidelines to staff with respect to offering of incentives.
o MIEHMEERETYEE LI EERR e Maintain close supervision and establish proper procedures with
F o respect to the incentives offered.

o RIENIHRLEIELETETHEE I e Keep documents and records as evidence of compliance and forthwith

fE E5 45 B ) sy B RS S o produce such evidence upon the EAA's request.
(c) Eis = BEEEHNET (c) Requirements in relation to the pro-forma incentive letter

MM AR IR A SIS MBS - H AR M R If incentives are offered by an estate agency company, it must provide and

REETERARNETEEE  MEEE ensure that its staff will use its pro-forma incentive letter, which must be
~= B u\El K IE =

VAFFABEREB A TER

dated and contain the following information:

e the business name as stated in the relevant statement of particulars of

o WEREQRMNEEEXFBEHAS ML

business of the estate agency company;

AT
e a unique serial number in sequence which could enable the estate
. ~ = Y s, M /7N . . .
—EZIEF REBA T - RIBERER agency company to track the incentives offered by its employees on
EJ@E%@LE{&%1EE1&%£@?1&E —J}E_-F'ﬁi\al‘j the estate agency Company’s beha|f'
1§ RN 7
¢ the name of the development, and where the development is to be
o BRIBEMEH  UNEEERERUSHT sold in phases, the relevant phase of the development; and where the
AHE - ZRRBEEBERE  UEEDS specific address of the property is known, the relevant address of the
MR E LB - ZYR AR property;
o FTIRMEEMKIAFTN (BRENREREK e the terms and modes of the incentives so offered (including the time
R Rk and manner of payment); and
e HMEREBAT —LEHERS ANIE e the contact details of a responsible person at managerial rank from the
= (G0 L ARIMER « BYAT - My - fEE estate agency company (such as his/her name, position, address, fax
SIE . EEBERTHHAIE) - LEES number, phone number and email address, etc.) whom the purchaser
/N A [ ~1 BN

may contact in case there is any follow-up issue with respect to the

AR ERERENEMARESTERRZE
At e

incentive letter.

e \Where an incentive is in monetary term, such as a cash rebate, licensees

o HEBERA E’\J%éiéiﬁ%ﬁéft (&Diﬁ{ﬁ@ﬁ)

must state in the incentive letter:

Fef AR B E - the absolute amount of the rebate; or
- BUREEREE 3k - a formula showing how the amount of the rebate would be
- BT EERSHEN AR - ZAN calculated, which may only be expressed as an explicit percentage
RTL}{E)‘?T&%%T%%E’UE@%Eﬁ B s of the purchase price as stated in the preliminary agreement for sale
MEEEERN—ERER DLk - and purchase of the property to be acquired by the purchaser.

FEARTHABEZAEAND ]I/Tfﬁi izl Licensees should read the contents of the Circular in detail and adjust their

TEELREE] » NBREZBRSESENEFES relevant work to ensure compliance with the Circular from the effective
HENESR - FEANMEEE :?%M)%jcgq . date. Licensees who fail to comply with the EAAs guidelines may be
Y M AR o subject to disciplinary action.

AR RTREIES  E5RE FH—B To assist the trade to understand the new guidelines, the EAA has
B (R | BEs BRI EE RS E uploaded a set of related Questions and Answers to the EAA's website
A I A AR A A (SR o for the trade’s reference and arranged the related CPD training activities

for licensees.



