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PROPOSAL OF LICENSING OF

PROPERTY MANAGEMENT COMPANIES

Discussion Forum

The discussion forum was held on 16t April 2007 with 35 member companies participants.
The contents are extracted below for members'’ reference.

1. Introduction

2. Background

3. Discussion

1.1 Since 1990, HKAPMC has been in pursuit of a proper licensing system for
our industry with Government’s support and accreditation.

1.2 AWorking Group was set up in August 2005 to draft a proposal for members’
comment.

Government is now conducting an opinion survey with a view to systematically
establishing a new licensing regime. The aims are:

2.1 With an aim to maintain a high standard of professionalism within the
property management industry.

2.2 Licensed property management companies can be operated independently
in spite of close monitor and scrutiny.

2.3 Sudden bankruptcy of poorly managed property management companies
such as Z/E &4 ¥ EIR/NF) and EFEIE/AF] could be minimized.

2.4 Minimize any malpractice in our property management industry such as
theft and bribery.

2.5 Arguably, disruptive competition among property management companies
could be avoided.

2.6 Boost the public confidence on our property management industry.

3.1 Advantage

3.1.1 With clear rule & regulation, property management companies can be
closely supervised and monitored.

3.1.2 Easy to identify those companies with poor financial situation.

3.1.3 Improve and enhance the standard and quality of property management
companies.

3.1.4 Minimize some occasional incidents such as bribery and mis-
appropriation of the funds.

3.1.5 Enhance the occupiers’ confidence.
3.1.6 Property management industry can be operated healthily.

3.2 Member's Concern
3.2.1 The rules and regulations may be too harsh.

3.2.2 Companies with small size portfolio and poor financial situation may
not be granted with license for business.

3.2.3 May lead to redundancy and layoff problems.
3.2.4 Short-term turbulence in property management industry may occur.



3.3 Other Considerations

3.3.1 Notwithstanding Government’s commitment to establish a proper
licensing system for our industry, there is another school of thought
that the current system is working smoothly and satisfactorily.

3.3.2 Itis also believed that those fraud cases are isolated incidents without
impairing the integrity of our status in the society.

3.3.3 The present self-regulated functions of our industry work perfectly well
and should not be hampered with intervention from such licensing
system.

3.3.4 The material fact that there are some Owners’ Corporations which are
managing their own premises without appointing any management
companies and as such licensing of property management companies
is entirely not matching with their needs.

3.4 Proposed Types of License
3.4.1 Corporate License (A=IR%)
a) It is suggested that the applicant must be a member of HKAPMC.

b) Membership with HKAPMC therefore becomes a statutory
requirement for obtaining a Property Management License before
a company could conduct property management business.
3.4.2 Individual License (fEAR%)
It is suggested that the applicant must hold a recognized professional
qualification (e.g. Member of the Hong Kong Institute of Housing).

3.5 Proposed License Issuing Body
Three options of license issuing body are proposed:
3.5.1 License to be issued by Government
a) Similar to the travel agent license issued by the Travel Agents
Registry (fR7TCI2EEEMAE ) and estate agent license issued by
Estate Agents Authority (HtZECIEEER).

b) No person or corporate body shall conduct business in property
management without license or at any place other than the
premises specified in that license.

c) Government could set up a new Quasi-Government Authority to
censor and issue license to property management companies.

d) Authority should have statutory power to refuse and grant licenses
to corporate or individual applicants based on their qualifications.

e) To adopt similar approach taken by the Travel Industry Council of
Hong Kong &85 2:% & (“TIC”) in that only TIC member is
allowed to obtain a travel agent license.

f) Hence, only HKAPMC members are allowed to apply for the
property management license.

g) Assessment Committee and a Monitoring Committee could also
be set up under this Quasi-Government body.

h) With members from Government officials including officials from
Home Affairs Department, representatives from HKAPMC, and
esteemed figures.

i) Forthe purpose ofissuing licenses and monitoring the compliance of
the code of practices and conducts of all licensees respectively.



3.5.2 License to be issued by Government

a) HKAPMC could be tasked with the duties to approve applications
and issue licenses to qualified property management companies
or individuals, based on certain assessment criteria.

b) Independent Committees should be set up comprising
representatives from HKAPMC, Government Officials and
esteemed figures etc for the purpose of issuing licenses and
monitoring the compliance of code of practices and conduct.

c) It is considered more appropriate for the Government to take a
major role in scrutinizing all the financial reports submitted by the
management companies before our approval of their applications.

3.5.3 License to be issued by an Independent Committee

a) An Independent Committee should be established to approve
applications and issue licenses.

b) A separate entity independent of any Government roles.

c) Comprise of representatives from professional institutions including
HKAPMC, HIREA (F##ETTEEE) CIH (The Chartered
Institute of Housing), HKIH (FERERITIEZ2E), Government
Officials and esteemed figures etc.

d) The Independent Committee should be empowered to accept or
refuse to grant license and to closely monitor the licensees for
full compliance with the rules and regulations under the Building
Management Ordinance.

3.6 Category Licensing or Single Licensing
3.6.1 Category Licensing

a) Licenses can be categorized but the categories should be kept to
a minimum so as to avoid unnecessary dispute.

b) Licensing system may be categorized in A, B and C according to
the following criteria:
» Company's turnover
+ Size of portfolio of the company, and
* Year of service of the company

3.6.2 Single Licensing

a) To be issued to qualified property management company or
individual without the need of categorization of license.
b) Simplify the licensing process.
c) Avoid the following problems arising out from the category licensing :
* The need for license upgrade or downgrade upon renewal of
license.
* Disputes on categorization among licensees.
« Differentiation among licensees and property management
companies.

3.7 Proposed Requirements and Operation of Licensing
3.7.1 For easy control and boosting the recognition of HKAPMC, HKAPMC
membership should be a statutory requirement for obtaining a Property
Management license.

3.7.2 The valid period of license should not exceed 2 years in order to have
closer supervision on the property management companies.



4.Recommendation 4.1 Two types of licenses — Corporate License & Individual License

4.2 HKAPMC membership should be a statutory requirement for obtaining a
license

4.3 HKAPMC could be an authorized license-issuing body

« Approving applications and issuing licenses to property management
companies.

« Providing a self-regulated mechanism for the industry and yet still
maintaining an overall control of professional standard.

4.4 Single licensing could be adopted in the first phase
« Simplify and speed up the licensing procedure.
« Avoid unnecessary disputes among licensees.

4.5 License should be valid for a 2-year period.

Summary of Feedback from Members

1. Licensing of Property Management Company

For: 2 members supported licensing of property management companies
Against: 0

Remarks:

1. There is no Government Department to make sure that stipulation in the BMO are strictly observed.
The Association should take more active role to make it happen as it could help in more positive
image-building and even reduce corruption cases

2. The licensing scheme should be a simple one. The financial status of the corporation should be
examined every 6 years.

2. Individual Licence / Corporate Licence Preferred

Individual Licence
For: 0
Against: 4 members supported issuing individual/corporate licence

Corporate Licence
For: 3 members supported issuing corporate licence
Against: 0

Remarks:

1. Individual licence not required as there are quality framework for recognition of knowledge, skills and
experience.

2. Some property management practitioners especially technical staff may not possess qualification
such as RPHM, MCIH, MHKIH. etc. Individual licence may not be able to take care of these
practitioners.

3. Only HKAPMC members are qualified for a licence.

4. There should be consideration to take care of small property management companies which are not
qualified for membership of HKAPMC.



3. Licence Category

With Category: 3 members supported introducing categorization
Without Category: 3 companies did not support

Remarks:

3.1 Up to client to decide which category of company to employ.

3.2 Property Management Company need to take out Professional Indemnity Insurance cover.
3.3 Should treat owners’ corporation as property management company.

3.4 To categorize company in accordance with asset and no. of professionals.

3.5 Itis up to the client to decide which category of company to employ.

3.6 Categorization would limit those ‘incapable’ company to manage a big portfolio and

3.7 Would promote the professionalism of property management industry.

. Licensing Body / Authority

Setting up a Licensing Board
For: 2 members supported setting up Licensing Board
Against: 0

Remarks:
1. Board members should include representatives from RPHM.

Feedback to Government

Together with CIH (APB), HKIH and HIREA, the Association consolidated views and referred to the

government on 28t June 2007. In principle, the proposed licensing of property management companies

is supported in cognizance of the following benefits:

(a) Property management companies can be closely supervised and monitored under lucid rules and
regulations;

(b) Companies with poor financial standing can be easily identified;

(c) Standard and quality of property management companies can be holistically improved;
(d) Occupiers’ confidence can be appropriately enhanced;

(e) Property management industry can be healthily operated;

(f) Professional status in the industry can be visibly improved;

(g) Bribery and misappropriation of money and funds can be closely monitored; and

(h) Compliance of statutory regulations and rules and code of practice can be suitably monitored.

The Association is keeping an eye on the progress of this issue and will keep members informed should
there be further development.
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