Report of the Steering Committee on
Regulation of Sale of First-hand Residential
Properties by Legislation

October 2011



Foreword

After 11 months of hard work by the Members of the Steering
Committee and the three Subcommittees on Regulation of Sale of
First-hand Residential Properties by Legislation with a total of
20 meetings held on an almost bi-weekly basis, the Steering Committee
has completed its work as scheduled. This Report is the product of
extensive discussion among the Members and reflects the detailed and
meticulous contribution they have given throughout this exercise.

Comments and suggestions made by Members who come from
different professions and sectors of the community have been given freely
and debated in detail. The outcome is a series of pragmatic
recommendations in relation to the regulation of sale of first-hand
residential properties by way of legislation. | believe the Steering
Committee’s recommendations set out in this Report will allow the
Administration to move quickly to carry out a public consultation
exercise on the proposed legislation in the form of a White Bill.

I want to take this opportunity to thank all Members of the
Steering Committee and the three Subcommittees who have contributed
to the successful completion of this demanding exercise within a tight
timeframe. | would also like to express my appreciation to the
secretariat and all my colleagues who have worked long and hard to
prepare papers, to respond to Members’ requests, and to ensure that the
Steering Committee was kept firmly to the very tight timetable.

D.W. Pescod

Chairman, the Steering Committee on Regulation of
Sale of First-hand Residential Properties by
Legislation
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Executive Summary

To enhance the transparency and fairness of the sales
arrangements and transactions of first-hand residential properties, the
Chief Executive announced in his 2010-11 Policy Address that a Steering
Committee would be set up to discuss specific issues on regulating the
sale of first-hand flats by legislation. The Steering Committee on
Regulation of Sale of First-hand Residential Properties by Legislation
(the Steering Committee) was formally established in October 2010.
The Steering Committee has deliberated on various matters including the
scope of the legislative framework, the key features to be regulated under
the proposed legislation, and the possible enforcement mechanism and
penalties with a view to submitting practicable recommendations to the
Secretary for Transport and Housing. The key recommendations of the
Steering Committee are summarized below.

Scope of Legislation (Chapter 3)

2. The Steering Committee considers the proposed legislation
should apply to the sale of all first-hand uncompleted residential
properties, including projects developed under old lease conditions,
Consent Scheme projects and projects outside the Consent Scheme. As
for first-hand completed residential properties, most Members
recommend that they should also be regulated as there are no major
differences between the sale of uncompleted first-hand residential
properties and that of completed first-hand residential properties, since
first-hand residential properties often starts off as uncompleted flats for
sale, and flats that remain unsold will simply be sold as completed ones.
To draw a line between the former and latter types of flats in terms of
legislative control is artificial and not defensible. A few Members,
however, consider that first-hand completed residential properties are no
different from second-hand residential properties since prospective
buyers could view the particular units they wish to purchase, and
therefore they need not be regulated.

3. While most Steering Committee Members support the sale of
first-hand completed residential properties being subject to the proposed
legislation, they recognize that when developers lease out residential
properties for a reasonably long period of time rather than sell them upon
completion, such flats are more akin to second-hand flats. The sale of
such flats should not come under the same control regime as first-hand



flats. It is therefore proposed that for residential properties where 95%
or more of the units of the development or a phase of the development
have been leased out for a prescribed period of time, they could be
exempted from the legislation. Most Members consider the prescribed
period should be set at 36 months, while a few Members consider a
shorter duration of 24 months would be sufficient.

4, The Steering Committee also recommends consideration be
given to exempting private individuals selling just one single house from
the legislation, on the basis that they are private persons rather than
developers and it may be too onerous to require such vendors to meet the
requirements of the legislation. That said, Members note the possibility of
abuse and caution that if exemption is to be granted, the provisions
should be carefully drafted to avoid any loophole.

Requirements on Sales Brochure (Chapter 4)

5. The Steering Committee considers that the existing requirements
under the Lands Department Consent Scheme (the Consent Scheme) on
the contents of the sales brochure and for developers to make public the
bilingual sales brochure at least seven calendar days before the sale
commences are appropriate, and recommends such requirements should
be included in the proposed legislation. To help prospective purchasers to
differentiate the sales brochure from promotional booklets, all the
prescribed information must be contained in one booklet entitled “sales
brochure” and any other booklet made available to prospective purchasers
should not be called “sales brochure”. The sales brochure must not
contain any promotional material or artist impression picture or graphic.
The printing date of the sales brochure should be stated.

6. The Steering Committee further proposes that the key property
information should be set out in the first part of the sales brochure in a
specified order. Apart from the information as currently required under
the Consent Scheme, the Steering Committee suggests requiring the
developers to provide some additional information, such as internal
dimension of units (including the thickness of internal walls), scale of the
location plan, thickness of floor slab (excluding plaster), an aerial photo
of the development, and information on Gross Floor Area (GFA)
concessions and energy efficiency of buildings.  The Steering
Committee also proposes to specify the minimum font size for the
information contained in the sales brochure.



Requirements on Issuance of Price List (Chapter 5)

7. The majority of the Steering Committee Members consider that
the existing requirements for developers to make public the price list at
least three calendar days before the sale commences is appropriate and
recommends that this requirement should be incorporated into the
proposed legislation.

8. To enable buyers to get a fuller picture of the prices of a
considerable number of units in a development at the outset, Members
consider it necessary to set the minimum number of units to be disclosed
in each price lists. For higher transparency and greater protection of
consumers, the majority view is that prices of a greater number of units
should be disclosed in the first and subsequent price lists of a
development or a phase of development when compared with the existing
arrangement. To strike a balance between enhancing market transparency
and allowing a certain degree of flexibility for developers, the Steering
Committee proposes that for a development or a phase of development
with 100 units or more, subject to a minimum number of 50 units, the
first price list must include at least 20% of the total number of units of a
development or a phase of development, and at least 10% for each
subsequent price list.

Requirements on Price List Template and Provision of Area Information
in Sales Brochure (Chapter 6)

Price List Template

9. The Steering Committee recommends that the definitions of
“Saleable Area” and “Other Areas” and the methods of measurement
currently used under the Consent Scheme and by Real Estate Developers
Association of Hong Kong (REDA) should be adopted under the
proposed legislation.

10. Noting that there is no commonly adopted definition on GFA, the
majority of the Steering Committee Members consider that unit price
based on GFA is not a useful tool for potential purchasers to use to
compare unit prices of flats in different developments. Instead, given
there is a standardized definition on saleable area, the majority agree that
developers should only quote flat price on the basis of saleable area.
“GFA-related” information (i.e. GFA per flat and unit price based on GFA)



should not be quoted in the price list. That said, a couple of Members
hold different views. While those Members accept that price and area
information based on saleable area should be provided on the price list,
they consider that information and unit price based on GFA should also
be provided.

11. As developers may use some special payment terms such as the
offering of gifts to attract potential buyers and induce transactions, the
Steering Committee considers that for the sake of transparency and to
ensure fairness for prospective buyers, such information (including all
kinds of gifts, advantages and bonuses in connection with the flat sale, as
well as any price adjustment factors affecting the actual price of the flat)
should be clearly set out in the price list. In addition, for the sake of
transparency, the majority of the Steering Committee Members propose
that, if developers choose to commission one or more estate agency
firm(s) in their sale of first-hand residential properties, such information
should be provided in the price list. It also proposes to make clear in the
price list that prospective purchasers are not bound to use the agents
commissioned by the developers, i.e. they may appoint their own estate
agents or approach the developer direct to handle their transactions.

Provision of Area Information in Sales Brochure

12. The majority of Members consider that developers should not
quote information on GFA per flat and unit price based on GFA in the
sales brochure given the lack of a commonly adopted definition for GFA.
A couple of Members hold different views.

13. As regards communal facilities of which the flat owners would
not have exclusive use, Members consider that area information of such
facilities should also be provided in the sales brochure in a specified
format for easy reference of potential buyers. Taking into account that
there are numerous types of communal facilities, developers should only
be required to provide area information on those communal facilities that
are of interest to ordinary flat buyers and their area information could be
verified, i.e. “residents’ clubhouse”, “communal sky garden” and
“covered landscaped and play area”. Developers are free to provide area
information on other communal facilities if they so wish.



Requirements on Disclosure of Transaction Information (Chapter 7)

14, The Steering Committee considers the existing requirement
under the Consent Scheme for developers to use a standardized
“Register” to disclose key transaction information on their websites and
in sales offices has been generally effective and should be continued. For
easy reference by prospective buyers, the Steering Committee further
recommends that a single Register for a single development or a single
phase of the development should be used to make continuous updates.

15. In order to provide timely transaction information to prospective
purchasers, the Steering Committee recommends that transaction
information should be disclosed within 24 hours upon the signing of the
Preliminary Agreement for Sale and Purchase (PASP).

16. The Steering Committee proposes that an Agreement for Sale
and Purchase (ASP) must be signed within six working days after the
signing of the PASP. If an ASP is not duly signed within six workings
days after the signing of the PASP, developers should indicate such
information in the Register on the seventh working day. Developers
should also be required to disclose in the Register whether a transaction
involves their board of directors, immediate family members of the
directors or senior staff members.

Requirements on Advertisements (Chapter 8)

17. Members generally consider there is a need to step up control
over advertisements relating to the sale of first-hand flats in all forms,
including those in printed media, on television, radio and the Internet.
Apart from incorporating the existing requirements under the Consent
Scheme into the proposed legislation as appropriate, the Steering
Committee considers that the proposed legislation should prohibit the
inclusion of any false or misleading information or description in all
forms of advertisements that are produced by or on behalf of the
developers. Developers should, in the advertisements, remind prospective
purchasers to refer to sales brochures, and ensure that information given
In advertisements is consistent with the information given in the sales
brochure.



18. The Steering Committee also suggests that advertisements made
by or on behalf of developers must bear the name of the developers and
state that the developers are the source of the information contained in the
advertisements. Information on GFA per flat and unit price based on GFA
should not be quoted in any advertisement issued by developers for
reasons elaborated in paragraph 10 above. For uncompleted
developments, developers should provide the anticipated completion date
of the development to the best of their knowledge.

19. In addition to the above requirements that apply to all forms of
advertisements, the Steering Committee recommends that for printed
advertisements, the printing date should be stated. Developers should also
comply with the font size requirements in respect of the provision of
certain mandatory information in printed advertisements, such as the
“warning statement” reminding prospective buyers to refer to the sales
brochure and the postal address of the development.

Requirements on Show Flats (Chapter 9)

First-hand Uncompleted Flats

20. The majority of the Steering Committee see the need to
strengthen the requirements on show flats. If show flats are provided for
first-hand uncompleted flats, there should first be an unmodified show
flat provided for any type/size of units before a modified show flat of that
same type/size of units can be provided. The size/dimensions of the show
flat(s) must be identical to the size/dimensions of the units concerned as
specified/described in the relevant building plan(s) approved by the
Building Authority. All bay windows, A/C plant room, balcony and utility
platform located inside the units, if any, must be featured in the show
flats.

21. All doors, walls, including enclosing/boundary walls and internal
partition walls should be provided in unmodified show flats unless for
fire-safety reasons. As for modified show flats, only those walls/doors
the removal of which does not require the prior approval of the Buildings
Department may be removed.

22. Visitors should be allowed to take measurements in show flats.
Photo-taking and video-making should be allowed in unmodified show
flats, and developers should not collect personal particulars of the visitors
as a pre-condition for photo-taking and video-making as no copyright
issue should arise.
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First-hand Completed Flats

23. The majority of Steering Committee Members recommend that
developers should be required to arrange the prospective purchasers to
view the particular completed flats they wish to purchase; or if this is not
practicable, developers should be required to provide at least one on-site
unit for each type of typical unit in the development for viewing.

Requirements on Conveyancing Procedures and Related Matters
(Chapter 10)

24, For better protection of consumers, the Steering Committee
recommends that the proposed legislation should stipulate certain major
provisions as mandatory provisions in PASP and ASP. Developers must
include those mandatory provisions in the PASP and ASP for the sale of
all first-hand residential properties and they are not allowed to add
provisions to the PASP and ASP which negate the mandatory provisions.

25. The Steering Committee has discussed the necessity of setting up
a ‘cooling-off’ arrangement. Members note the particular characteristics
of the residential property market in Hong Kong, including the volatility
of the market and the exuberance of speculative activities. After
deliberations, it is recommended that in order to provide a “cooling-off”
period for potential buyers, the existing arrangement under the Consent
Scheme, whereby a prescribed amount is forfeited at the stage when the
potential buyer does not proceed with the signing of the ASP within 3
working days after the signing of PASP, should be adopted across the
board to all sales of first-hand residential properties. This would serve as
the “cooling-off” period for potential buyers.

26. As regards the level of forfeiture, the Steering Committee agrees
that it should not be set too low in order to deter abuse by speculators or
hasty purchase decisions by potential buyers. Although there are different
views on the appropriate level, Members generally consider setting it at
5% of the purchase price to be appropriate.
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Requirements on Sales Arrangements (Chapter 11)

217, For higher transparency, the Steering Committee considers that
developers should be required to make public certain key information
relating to logistics arrangements, such as the date and time for the
commencement of sales, the sales venue(s), and the method to be used to
determine the order of priority of buyers at least three calendar days
before the commencement of the sales.

28. The Steering Committee notes that at present there are no clear
guidelines regulating the collection of money in connection with the
reservation of units before the signing of the PASP. Members reached a
consensus on the principle, which is that there should be a specified
cut-off date before collection of any types of money in connection with
reservation of units is allowed, and that such a date should not be prior to
the issuance of the price list. There are different views on the cut-off date
and Members have come up with two options for consideration, namely,
the date of the issuance of the price list or the date of commencement of
sale.

29. Regarding the maintenance of order at sales offices, the Steering
Committee considers that apart from requiring developers to inform the
Police and the related authorities before the commencement of sale, other
logistics details such as crowd control, size of the sales venues,
employment of enough staff, etc., should be left to the enforcement
agency to handle and to issue practice guidelines as appropriate.
Members consider this approach would enable the enforcement agency to
respond promptly to actual situations and to make changes in a timely
manner as new circumstances arise.

Prohibition of Misrepresentation and Dissemination of False or
Misleading Information (Chapter 12)

30. The Steering Committee considers provisions should be included
in the new legislation to prohibit misrepresentation and to deter the
dissemination of inaccurate and incomplete information relating to the
sale of first-hand residential properties. More specifically, it
recommends that the proposed legislation should prohibit the making of
any fraudulent misrepresentation or reckless misrepresentation for the
purpose of inducing property transactions. It should also prohibit the
disclosure, circulation or dissemination of false or misleading information
which induce property transactions. Those who contravene these
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prohibition provisions may be subject to criminal sanctions and/or be held
liable for civil damages.

Exemption  Arrangements under  Specific  Circumstances
(Chapter 13)

31. While the Steering Committee recommends that the proposed
legislation should apply to all sales of first-hand completed and
uncompleted residential properties, Members agree that certain
requirements on sales brochure, price list and show flats may not be
applicable or necessary under specific circumstances. It recommends
that exemption from certain requirements of the legislation should be
granted under the following circumstances -

(a) Units Sold to Existing Tenants

32, The Steering Committee proposes that if a first-hand completed
flat is sold to an existing tenant who has continuously rented the unit for
at least a prescribed period (say, one year) and upon the written
agreement of the prospective buyer (i.e. the existing tenant) to waive the
requirements relating to the provision of sales brochure and issuing of
price list, the developer could be exempted from such requirements. The
developer is however required to provide a Vendor’s Information Form
(VIF) to provide some essential and up-to-date information to the existing
tenant who wishes to purchase the unit.

(b) Left-over Flats

33. For the sale of “left-over” flats (i.e. those flats which were first
marketed when uncompleted but are left unsold after issue of the
Certificate of Compliance / Consent to Assign / Occupation Permit, thus
becoming completed flats), it is sufficient for the developers to make
available the latest version of the sales brochure, plus a VIF to provide
some essential and up-to-date information, rather than to produce a new
sales brochure.

(c) Atypical units with existing tenancies

34, In respect of the requirement to provide on-site units as show
flats in the case of first-hand completed residential properties, the
Steering Committee recommends that for an atypical unit which is rented
out with existing tenant(s), as long as the purchaser has signed a waiver



document to forfeit his/her right to inspect that particular unit, the
requirement for the developer to provide an on-site unit as show flat
could be waived. This is because it would not be possible for the
developer to show a similar unit as a show flat if on-site viewing of the
unit concerned cannot be arranged.

(d) Developments Sold on an “En bloc” Basis under a Single Transaction

35. The Steering Committee recommends that first-hand
uncompleted and completed residential properties sold on an “en bloc”
basis under a single transaction should be exempted from the
requirements on sales brochure, price list and show flat. That said, when
the properties are later put on sale to individual flat buyers in the market,
the owner must observe all the requirements under the proposed
legislation.

Prosecution Time Limit and Penalty Proposals (Chapter 14)

36. Most Steering Committee Members consider that the
non-compliance with key requirements on the sales brochure, price list,
disclosure of transaction information, show flats, advertisements,
inclusion of mandatory clauses on PASP and ASP, conveyancing
procedures, sales arrangements and maintenance of order at the sales
offices as well as acts relating to misrepresentation, dissemination of false
or misleading information and obstruction to authorized officers should
constitute offences under the proposed legislation. Appropriate types
and levels of penalties are recommended to be imposed on offences to
attain a deterrent effect. Offences that are minor and regulatory in nature,
such as failure to provide building plans for free public inspection, are
suggested to be tried only summarily and punishable with fines only.
For offences which may directly affect and potentially bring financial loss
to prospective purchasers, such as the failure to provide some mandatory
information in the sales brochure, they are proposed to be tried only
summarily but be subject to more severe penalties, such as imprisonment
and fines. With regard to offences of a serious nature, such as
misrepresentation and dissemination of false or misleading information, a
heavy fine plus imprisonment should be set as the maximum penalty.



Liability of officers of corporations for offences by corporations

37. The majority of Steering Committee Members consider that if a
corporation commits any offence(s) under the legislation, the officer
whose consent is given for the commission of the offence(s) should be
guilty of the offence(s) and shall be liable to be punished accordingly. It
Is recommended that the liability provision for officers of corporations
should be drafted along the line that “where it is proved that the
commission of an offence by a corporation was aided, abetted, or
committed with the consent of a person who, at the time of the
commission of the offence, was a director, manager, secretary or other
similar officer of the body corporate, or any person who was purporting
to act in any such capacity, that person, as well as the corporation, is
guilty of the offence and is liable to be punished accordingly”. The
Steering Committee further considers that suitable defence provisions
including the general defence of “due diligence” should be available for a
person charged under the proposed legislation.

Time limit for prosecution of offences

38. The Steering Committee notes there is a need to impose a time
limit for prosecution of non-indictable offences under the new legislation,
otherwise the time limit of six months for non-indictable offences under
Section 26 of the Magistrates Ordinance (Cap. 227) would apply. The
majority view is that no prosecution under this Ordinance shall be
brought after the expiration of 3 years from the date of commission of
such offences. The Steering Committee further notes that this limit will
not apply to indictable offences triable summarily in the Magistrates’
Court.

Enforcement Agency (Chapter 15)

39. The Steering Committee proposes to establish a new and
dedicated enforcement agency to monitor compliance with the
requirements set out in the legislation. The functions of the new agency
should include monitoring the sales of first-hand residential properties,
handling complaints and undertaking investigations as appropriate,
issuing practice guidelines, maintaining data and statistics and carrying
out public education. To facilitate early implementation of the
legislation and to maximize the use of public resources, the new
enforcement agency is recommended to be established within the
Government structure in the first instance. The enforcement agency
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should be headed by a senior directorate grade officer and comprise a
multi-disciplinary team with professional knowledge and experience in
various relevant fields. Without any income-generating services, the
enforcement agency should be fully-funded by Government revenue. The
Steering Committee also recommends that the Administration should
keep open the option of transforming the enforcement agency into a
statutory body at an appropriate time.

The Establishment of an Online Property Information Platform for
First-hand Private Residential Property Market (Chapter 16)

40. The Steering Committee proposes the establishment of an online
centralized property information platform providing property market
information regarding first-hand private residential properties in Hong
Kong. It is proposed that such an information platform be established by
the Government or an outside agency engaged by the Government.
Initially, the platform should provide information on the sales of
first-hand residential developments including the sales brochures, price
lists and transaction information as disclosed in the Register, and also
general information and statistics on the private residential property
market currently provided by different government bureaux/departments.
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Chapter 1

Introduction

1.1 For most people in Hong Kong, the purchase of a flat is a major
undertaking. In order to do so, they have to take decisions that will see
them use their life-time savings and commit to a major financial burden
spread over 10 years or more. Since the purchase of a residential property
is likely to be the most significant investment an individual will make,
there is general consensus in the community that the sales of residential
properties should be regulated to enhance consumer protection.

1.2 For many years, the Hong Kong Special Administrative Region
Government has been closely monitoring the sales of residential
properties, particularly those involving first-hand uncompleted residential
properties. By adopting a multi-pronged approach, comprising the
Lands Department’s Consent Scheme (the Consent Scheme), the
guidelines issued by the Real Estate Developers Association of Hong
Kong (REDA) for compliance by its member developers, the regulatory
work of the Estate Agents Authority (EAA) on the estate agency trade,
and the consumer education of the Consumer Council, the Government
has been able to put in place a range of measures and guidelines to deal
with different aspects of the sale process in response to changing market
circumstances and consumer expectations.

1.3 In recent years, the Transport and Housing Bureau (THB) has
implemented, through the Consent Scheme and REDA’s guidelines, a
number of measures to enhance the transparency and clarity of property
and transaction information provided for uncompleted first-hand private
residential properties. Most notable was the implementation of the “nine
new measures” on sales brochures, price lists, show flats and the
disclcl)sure of transaction information introduced with effect from 1 June
2010,

1.4 The existing measures and practices have been practical and
useful in providing transparent, accurate and appropriate property
information to prospective purchasers.

! The “nine new measures” have been implemented through the Consent Scheme and the

REDA’s Guidelines which will be further elaborated in Chapter 2.



1.5 That said, the existing regulatory mechanisms do not cover
non-consent scheme projects, and also are not applicable to non-REDA
members and first-hand completed residential developments. There is a
general public view that the existing measures and practices are
insufficient and that consumer protection in respect of the sale of all types
of first-hand residential properties should be enhanced. A new
regulatory regime established under legislation covering the sale of all
types of first-hand residential properties would achieve a stronger
deterrent effect.

The Establishment of the Steering Committee

1.6 To further enhance the transparency and fairness of the sales
arrangements and transactions of first-hand residential properties, the
Chief Executive announced in his 2010-11 Policy Address that a Steering
Committee would be set up to study the regulation of first-hand flat sale
by legislation. The Steering Committee is tasked to discuss various
matters including the scope of the legislative framework, the key features
to be regulated under the proposed legislation, and the enforcement
mechanism and penalties with a view to submitting practicable
recommendations to the Secretary for Transport and Housing in October
2011. The Terms of Reference of the Steering Committee are as
follows -

(@) To consider and advise on —

(i) the scope of the legislative framework, i.e. the definition of
first-hand residential properties to be covered under the
legislation;

(if) how such properties should be regulated by legislation in
terms of transparency and accuracy of property information
including sales brochures and any other types of promotional
materials, sales practices, price lists, show flats, and saleable
area; and

(iif) the enforcement mechanism and penalties.



(b) To come up with practical recommendations on the above for the
Secretary for Transport and Housing’s consideration, including
the timetable for drafting and enactment of legislation, with a
view for the Transport and Housing Bureau to carry out public
consultation in the form of a White Bill.

1.7 The Steering Committee was formally established in October
2010. It is chaired by the Permanent Secretary for Transport and
Housing (Housing) and comprised the following members -

Ms Connie Lau
(Representative of the Consumer Council)

Mrs Rosanna Ure
(Representative of the Estate Agents Authority)

Dr Lawrence Poon
(Representative of the Hong Kong Institute of Surveyors)

Mr Ambrose Lam
(Representative of the Law Society of Hong Kong)

Mr Stewart Leung

(Representative of the Real Estate Developers Association of
Hong Kong)

The Honourable LEE Wing Tat (on ad personam basis)

Professor the Honourable Patrick Lau (on ad personam basis)

Professor Andrew Chan (on ad personam basis)
Mr CHEUNG Kwok Kwan (on ad personam basis)
Professor LAM Kin Che (on ad personam basis)

Director of Buildings or his representative
Director of Lands or her representative

Deputy Secretary for Transport and Housing (Housing)



The Setting up of Three Subcommittees

1.8 Given the scope and complexity of the subject matter, three
Subcommittees were formed under the Steering Committee, namely the
Subcommittee on Property Information and Show Flats, the
Subcommittee on Sales Arrangements and Practices, and the
Subcommittee on Enforcement Mechanism and Penalties to study the
relevant issues in detail. The Terms of Reference and the Membership
of the three Subcommittees are at Annex A.

1.9 Representatives from relevant professional bodies, bureaux and
departments were invited to attend meetings on a need basis. The Hong
Kong Institute of Architects was co-opted onto the three Subcommittees
to provide professional advice and input.

Meetings of the Steering Committee and its Subcommittees

1.10  The Steering Committee and its Subcommittees commenced
work in November 2010 and held a total of 20 meetings.

Report of the Steering Committee

1.11  This Report was endorsed by the Steering Committee on
6 October 2011. The Report summarizes the recommendations of the

Steering Committee as well as comments and suggestions of some
individual members.



Chapter 2

Existing Regulatory Mechanisms
Governing the Sales of First-hand Residential Properties

2.1 The sales of first-hand residential properties are at present
regulated by different measures and guidelines. The ensuing paragraphs
set out briefly the regulatory mechanisms under the Consent Scheme, the
REDA’s guidelines, the EAA and the Consumer Council.

Consent Scheme

2.2 Since 1961, new Government leases normally include a provision
which restricts any assignment or letting of uncompleted units prior to the
issue of the Certificate of Compliance (CC) unless the prior written
consent of the Director of Lands is obtained®>. The consent of the
Director of Lands, if given, is granted at her discretion acting in the
capacity of the landlord, and is subject to the rules of an administrative
scheme referred to as the “Consent Scheme”.

2.3.  The primary objective of the Consent Scheme is to ensure that
purchasers acquire a protected legal right to the uncompleted property
and that the developer has the technical and financial resources to
complete the development. Over the years, the Consent Scheme has
taken on additional functions in respect of consumer protection and
promoting fair practices in the sale of uncompleted properties. Recently,
aspects of the Consent Scheme have been enhanced in respect of
consumer protection to ensure transparency in property sales and
transaction prices.

2 Under the alienation restriction in the land grant, the lot owner is prohibited from
assigning, mortgaging, charging, underletting, parting with possession of or otherwise
disposing of the lot or any part thereof or any interest therein or any building or part of
any building thereon prior to the compliance with the land grant conditions except with
the consent of the Director of Lands provided that without such consent, the lot owner
may enter into specific tenancy or building mortgage subject to the conditions as therein
contained. The restriction is imposed by the Director of Lands in the capacity as a
landlord under the private law regime. Nothing herein contained should be construed as to
affect or fetter the discretion of the Director of Lands as a landlord to impose whatever
alienation restriction as deemed appropriate in individual cases.



2.4 For cases which are found to be in breach of the Consent Scheme
requirements, the developers will be asked to rectify the breach or take
other measures as appropriate. Developers will generally take steps to
rectify the breach as soon as they can. Depending on the severity of the
breach and having regard to the interests of purchasers who have bought
the properties and who may not wish to cancel the transactions,
appropriate action will be considered on a case by case basis. The action
possible under the Consent Scheme includes requesting the developer to
give explanations or clarifications on the alleged breach, requiring
immediate rectification of the breach, referring the matter to the relevant
professional body for comments and follow-up actions, giving written
warning to the developer or its solicitors or both, requiring the developer
to permit the purchasers to cancel the transactions and to obtain a full
refund of the money paid with interest, and suspending/cancelling the
consent given in respect of the unsold units where the circumstances of
the case warrant.

2.5 The requirements under the Consent Scheme can be found on the
website of the Lands Department, via the following link:
http://www.landsd.gov.hk/en/legco/lcm.htm#consent.

REDA’s Guidelines

2.6 REDA is the key trade association in the real estate and property
sector. Since 2001, REDA has established a self-regulatory regime
asking its members to comply with the guidelines issued by REDA when
putting up uncompleted residential units for sale. REDA issued the first
set of guidelines on flat sales in June 2001, and has since been
adding/updating the guidelines on a need basis. The guidelines cover
requirements on sales brochures, price lists, show flats, promotional
materials, transaction information and sales arrangements.

2.7 THB refers cases which are suspected to be not in compliance
with REDA’s guidelines to REDA for follow up action with the
developers concerned. REDA has set up a committee comprising
independent persons which may deliberate on non-compliance cases and
take punitive measures, including issuing warning letters or making
reprimands. REDA has been encouraging its member developers to
comply with the guidelines when selling uncompleted first-hand
residential properties even if they are not subject to the Consent Scheme.
Not all developers are REDA members. The guidelines are only
applicable to members.



2.8 REDA’s guidelines may be viewed at its website
(http://www.reda.hk).

Estate Agents Authority

2.9 The EAA is a statutory body, established in November 1997
under the Estate Agents Ordinance (EAO) (Cap.511). Its principal
functions are to regulate the practice of estate agencies in Hong Kong,
promote integrity and competence in the industry, and facilitate training
for estate agency practitioners to enhance their standards and status.

2.10  The EAA regulates and controls the practice of estate agents and
salespersons under the EAO. It has issued Practice Circulars requiring
estate agents involved in the sale of properties to provide to prospective
flat buyers accurate property information. If it is established that licensees
are in breach of the EAQO, the Code of Ethics or Practice Circulars issued
by the EAA on the sale of properties, EAA may take disciplinary action
against the licensees concerned in accordance with provisions in EAO.

2.11 Information on the EAO, the Code of Ethics and Practice
Circulars issued by the EAA could be obtained at the website of the EAA
(http://www.eaa.org.hk).

Consumer Council

2.12  The Consumer Council has been playing a key role in enhancing
consumer protection and consumer education. Among other things,
Consumer Council jointly published with the EAA the “Notes to
Purchasers of First-hand Residential Properties”, which developers must
include in the sales brochures of uncompleted first-hand residential
properties under the Consent Scheme. Also, upon receipt of complaints,
the Consumer Council will take follow up action, including mediation. If
there are strong justifications in support of a complaint case, and the case
may have far reaching implications on consumers, Consumer Council
will advise the complainant of the Consumer Legal Action Fund (the
Fund) which renders assistance to applicants whose cases satisfy the
eligibility criteria of the Fund, to take legal action.



Chapter 3

Scope of Legislation

3.1 At present, there is no legislation that specifically regulates the
sale of first-hand residential properties in Hong Kong. As the vendors
(i.e. real estate developers) and individual buyers are not on an equal
footing and since the former is always in a much stronger position than
the latter, there have been calls from the community for enhanced
consumer protection by way of regulation over the sales of first-hand
residential properties by legislation.

Existing Practice

3.2 Generally speaking, first-hand residential properties are
properties of which the vendor is a developer. First-hand residential
properties under the Consent Scheme which are not yet granted the CC or
the Consent to Assign® (CA), and those non-Consent Scheme projects*
which are not yet issued with an Occupation Permit® (OP) by the
Buildings Department (BD), are regarded as uncompleted first-hand
residential properties. Once the unsold properties received the CC/CA
or OP as appropriate, they are regarded as completed first-hand
residential properties.

3.3 The sale of uncompleted first-hand residential properties in
Non-Consent Scheme projects, and completed first-hand residential
properties, are currently not subject to regulation. At present, only
where the Government lease so provides, the Government may regulate
the sale of uncompleted first-hand residential properties through the
Consent Scheme. REDA issues guidelines covering the sale of
first-hand uncompleted residential properties but compliance by its

¥ CC is granted to Consent Scheme projects when the development in entirety has fully

complied with the land grant conditions, whereas CA is granted to a specific phase of
development of a Consent Scheme project when that specific phase has fully complied
with the land grant conditions.

Non-Consent Scheme refers to property developments where there are no subsisting lease
conditions stipulating that prior consent of the Director of Lands is required for the sale of
uncompleted units.

An OP will be issued by the BD if it is satisfied with the submission of a certificate on
completion of building works resulting in a new building and application for permit to
occupy such building by the authorized person. A Consent Scheme project will receive a
CC/CA and an OP, whereas a non-Consent Scheme project will receive only an OP but not
the CC/CA.



member developers is on a voluntary basis only. Developers who are
not REDA members are not covered by the guidelines.

Deliberations of the Steering Committee
First-hand Uncompleted Residential Properties

3.4 The Steering Committee has considered carefully the existing
system as well as made reference to regulatory systems under different
jurisdictions.  The unanimous conclusion is it is now time to put in place
a statutory regulatory system in Hong Kong. Further, the proposed
legislation should apply to all types of first-hand uncompleted residential
properties, including projects developed under old lease conditions,
Consent Scheme projects and projects outside the Consent Scheme.

First-hand Completed Residential Properties

3.5 The Steering Committee has deliberated on whether first-hand
completed residential properties should also be regulated by the proposed
legislation, but could not come to a consensus view on the matter.

3.6 A few Members consider that first-hand completed residential
properties are no different from second-hand residential properties since
prospective buyers of both first-hand completed flats and second-hand
flats could view the particular units they wish to purchase. Given that
the sale of second-hand residential properties will not be subject to the
proposed legislation, the sale of completed first-hand residential
properties should not be regulated as well.

3.7 Most Members however consider first-hand completed residential
properties should be regulated. They consider that there are major
differences between the sale of second-hand residential properties and
that of completed first-hand residential properties. First-hand residential
properties are held by developers in bulk whereas second-hand flats are
usually owned by individual owners. As such, sales in the second-hand
market generally involve private individuals, with the vendors and
purchasers generally on an equal footing. Moreover, it is quite common
that a developer would start by selling uncompleted residential flats in a
development, and continue to do so in respect of the remaining flats as
they are completed with CC, CA or OP issued. To draw a line between
the former and latter types of flats in terms of legislative control is
artificial and not defensible.



3.8 Having regard to the above and to increase transparency and
ensure the fairness of transactions, the majority of Members propose that
the new legislation should basically cover the sale of all first-hand
uncompleted and completed residential properties.

3.9 A Member suggests that first-hand completed developments
should be exempted from the proposed legislation after they have been
issued the OP for a specified duration, say, after 6 months upon issuance
of the OP. The majority of Members of the Steering Committee,
however, does not consider a six-month duration to be long enough to
deter developers from holding up the flats for sale during that time to
avoid legislative control. The majority of Members further consider that
there is no justification to grant exemption to first-hand completed
residential properties held by developers but left vacant for any duration
as they have not been ‘lived-in’ and are thus on a par with new flats.

First-hand Completed Residential Properties that have been Leased Out
before Sale

3.10 While most of the Steering Committee Members support
subjecting the sale of first-hand completed residential properties to the
proposed legislation, there is also a recognition of the argument that,
when developers lease out rather than sell their residential properties
upon completion, such flats are de facto second-hand flats, the sale of
which should not come under the same control regime as first-hand flats.
It is therefore proposed that for residential properties where 95% or more
of the units of the development or a phase of the development have been
leased out for a reasonably long period of time could be exempted from
the legislation. This is because when developers lease out rather than
sell their residential properties upon completion, such residential
properties are akin to second-hand residential properties. There is a
need to specify a duration for leasing out in the legislation. To avoid
developers from withholding the developments from sale in order to
circumvent the legislative control, the majority of the Members consider
36 months to be appropriate, while a few Members consider a shorter
duration of 24 months would be sufficient.
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Individual Houses Sold by Private Individuals

3.11  On whether exemption from certain requirements should be
granted to the sale of houses under the proposed legislation, the Steering
Committee considers that having regard to the growing trend for the
building of houses in developments, especially in the New Territories,
and in view of the fact that the potential buyers of these houses are no
longer confined to a specific sector in the community, no exemption
should be granted under the proposed legislation for such residential
developments®. That said, the Steering Committee notes that there are
instances where the vendors are private individuals selling just one
first-hand single house, such as in the case of New Territories Exempted
Houses (NTEHS)’. It may be too onerous to require such vendors to meet
the requirements of the legislation such as provision of sales brochures,
price lists etc. On the other hand, Members express concern about
possible abuse by vendors, for example, by selling the houses in a new
housing estate one by one. After deliberation, the Steering Committee
recommends that while consideration be given to provide exemption to
vendors selling just one first-hand single house, the relevant provisions
need to be carefully drafted to prevent any loophole.

Exemption from Certain Requirements of the Legislation under Specific
Circumstances

3.12 The Steering Committee appreciates that under some specific
circumstances, the requirements in respect of sales brochure, price list
and show flats that are applicable to first-hand uncompleted residential
properties may not be applicable or necessary in the case of first-hand
completed residential properties. It is therefore proposed to exempt
certain requirements under specific circumstances.  The detailed
proposals can be found at Chapter 13.

Recommendations on Scope of Legislation

3.13  The proposed legislation should apply to the sale of all first-hand
uncompleted and completed residential properties, irrespective of whether
they are projects developed under old lease conditions, Consent Scheme
projects or projects outside the Consent Scheme.

Please refer to Chapter 13 for details.

The main features of NTEH is that the building shall neither contain more than three
storeys nor exceed a height of 8.23 metres (27 ft.) and the maximum roofed-over area of
the house shall not normally exceed 65.03 square metres (700 sq. ft).
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3.14  Exemption from the proposed legislation should only be granted
when 95% or more of the units of the development or a phase of the
development have been leased out for a reasonably long period of time,
say, 36 months.

3.15  The Steering Committee recommends that consideration be given
to provide exemption from the requirements of the legislation for private
individuals selling just one first-hand single house and that the relevant
provisions should be carefully drafted to prevent any possible abuse.
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Chapter 4

Requirements on Sales Brochure

4.1 The sales brochure is a very important source of property
information. It provides details on the residential properties to be sold.
Apart from information on the physical layouts of the developments, it
also contains other important information that a potential buyer would not
have access to even if he pays a visit to the development site in person,
such as the salient points of the Deeds of Mutual Covenant (DMC) and
the land grant conditions. It is therefore crucial to prospective
purchasers that information contained in the sales brochures is clear,
accurate and comprehensive.

Existing Practice

4.2 At present, the requirements on the sales brochure are set out
under the Consent Scheme and the REDA’s guidelines. Developers
have to make available the sales brochure at least seven calendar days
before the sale commences. As regards the contents of the sales
brochure, there are already quite elaborated requirements®, covering the
following areas -

o Basic information of the development;

o Design of the development and property management;

Location plan of the development;

Relevant outline zoning plan (OZP);

Master layout plan of the development;

Floor plans;

Area schedule of units;

e Floor plan of the carpark;

o Salient points of DMC;

o Salient points of land grant conditions;

e Government, institutional or community facilities, public open
spaces and public facilities;

o Matters relating to preliminary agreement for sale and purchase;

o Notes to purchasers of first-hand residential properties;

The detailed requirements are set out in Legal Advisory and Coveyancing Office (LACO)
Circular Memorandum (CM) No. 62 as amended by LACO CM No. 63 and the standard
form of Consent Letter as revised on 1 September 2010 and the REDA’s guidelines issued
on 7 October 2009 and 1 June 2010.
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Warnings to purchasers;

Definitions of “saleable area” and “other areas”;
Fittings and finishes;

Cancellation agreement;

Government rent;

Miscellaneous payment upon delivery of unit;
Defects liability warranty period,;

Maintenance of slopes;

Modification of land grant conditions;

Notices as to changes;

Service agreements;

Purchasers’ right of access to information;
Website address;

Contact details of the Law Society of Hong Kong; and
Footnotes on abbreviations.

Please refer to Annex B for details of the above existing requirements.
The requirements under the Consent Scheme and the REDA’s guidelines
are applicable to the sale of first-hand uncompleted private residential
properties only and not completed residential properties.

Deliberations of the Steering Committee
Issue of the Sales Brochure

4.3 The Steering Committee considers that the existing requirements
for developers to make public the sales brochure at least seven calendar
days before the sale commences is appropriate and recommends that this
requirement be incorporated into the proposed legislation.

Differentiation between the Sales Brochure and Promotional Materials

4.4 As developers may issue promotional booklets apart from the
sales brochure and since only the contents of the latter will be regulated,
some Members consider that measure should be taken to help prospective
purchasers to differentiate the sales brochure from promotional booklets.
After deliberation, Members generally agree that the existing requirement
where any booklet other than the sales brochure cannot be called a “sales
brochure” to be sufficient. To enhance this requirement, it is proposed
that the minimum font size of the wording “sales brochure” as printed at
the cover of the sales brochure should be specified in the proposed
legislation.
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Provision of Additional Property Information

4.5 The Steering Committee is generally content with the existing
requirements that developers are required to provide certain mandatory
information in the sales brochure. Such arrangements ensure
prospective purchasers could obtain comprehensive property information
on a new development easily in a single booklet. The existing list of
mandatory information has been reviewed and it is considered desirable
to require developers to provide some additional information, such as
internal dimension of units (including the thickness of internal walls),
scale of the location plan, and thickness of floor slab (excluding plaster).

Provision of an Aerial Photo

4.6 Having regard to the fact that prospective purchasers may not be
able to go to the development site due to construction works, the
provision of an aerial photo of the development should enhance
transparency and assist purchasers to obtain a better understanding of the
development’s surrounding areas. Members therefore propose that an
aerial photo showing the development site and its vicinity be included in
the sales brochure. The photo should also be made available in the sales
offices as well as on the developer’s website.

4.7 The Steering Committee has considered whether developers
should be allowed to take their own aerial photos. Members are of the
view that it is too complicated to set out the specifications such as the
flying height of the aircraft, “shooting angle” of the photos and the image
quality etc. in the legislation. To ensure consistency among developers,
and taking into account that developers could conveniently obtain an
aerial photo from the Lands Department at a reasonable cost®, it is
proposed that the aerial photo to be provided by developers must be
obtained from the Lands Department.

The developers could conveniently obtain an aerial photo from the Lands Department at a

reasonable cost. The following are examples of the fees concerned-

(1) Fee for the paper print (48 inches x 48 inches) of the enlargement of aerial photo:
$895;

(2) Fee for the digital file of the enlargement of the aerial photo: $565 per photo; and

(3) Permit fee and royalty charge: $792 per photo for public viewing on a website for
three years.
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4.8 While the majority of the Steering Committee supports the
provision of aerial photo to enhance transparency, one Member considers
this requirement may be too onerous to small developers. That Member
considers that prospective purchasers should be able to obtain an aerial
photo of the development on their own (such as from the Lands
Department or from the Internet) and hence the requirement should not be
made mandatory. Another Member holds a different view and considers
that it is the responsibility of developers to provide adequate property
information to enable prospective purchasers to make an informed
purchase decision.

Provision of Information on Gross Floor Area (GFA) Concessions and
Energy Efficiency of Buildings

4.9 The Steering Committee has discussed the recommendations of
the Council for Sustainable Development (SDC) and Development
Bureau regarding the provision of information on GFA concessions and
energy efficiency of buildings in the sales brochure™®. Members
consider that information on GFA concessions and energy efficiency of a
residential development is useful to flat purchasers, and recommend that
developers should be required to provide such information in the sales
brochure.

Sequence of Information in First Part of Sales Brochure

410  Noting that most flat purchasers would only buy residential
properties once or twice in their lives, many of them would be unfamiliar
with the buying procedures and hence Members consider it useful to set
out some important notes on flat purchase™ in the first part of the sales
brochure before the property information is set out.

1 SPC launched a public engagement process entitled “Building Design to Foster a Quality

and Sustainable Built Environment” in collaboration with the Development Bureau and
Environment Bureau in 2009 to identify the preferred options for fostering a quality and
sustainable built environment. The SDC recommended that information on GFA
concessions should be provided in sales brochures of residential developments.
Separately, the Development Bureau recommended in the context of bringing forward
SDC’s recommendations that the following information should also be provided in the
sales brochures — (a) result of BEAM Plus assessment conferred/issued by the Hong Kong
Green Building Council (HKGBC) for the development; and (b) the estimated energy
consumption of the development.

1 At present, developers are required to include the “Notes to Purchasers of First-hand

Residential Properties, which are produced jointly by the Estate Agents Authority and the
Consumer Council, in the sales brochures.
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Font Size Requirements

4,11  To address the problem that at present the font size of certain
important property information in some sales brochures is too small and
difficult to read, Members propose that the proposed legislation should
specify the minimum font size for information contained in the sales
brochure (see paragraph 4.16 below).

Recommendations on Sales Brochure

412  The Steering Committee recommends that developers should be
required by the proposed legislation to make public the sales brochure at
least seven calendar days in advance of the commencement of the sale of
the development, in accordance with the following requirements -

(@) All information as required under paragraphs 4.13 to 4.15 below
must be contained in one booklet entitled *“sales brochure”
(Chinese translation should be “&#IZIfHF ). Any other
booklet (e.g. for promotional purpose) made available to

prospective purchasers must not be called “sales brochure” or
“EEISTREE,
! [

(b) The sales brochure must not contain any promotional material or
artist impression picture or graphic, but may contain a one-page
to-scale coloured building elevation of the development. The
elevation should be in general accordance with the outward
appearance of the development and based on the latest General
Building Plans approved by the Building Authority.

(c) The sales brochure must begin with the information below and in
the following sequence before presenting other information -

Notes to Purchasers of First-hand Residential Properties
Basic Information of the Development

Design of the Development and Property Management
Location Plan of the Development

Aerial Photo of the Development

Relevant OZP"

ok wbdrE

2 If OZP is not available, developers should provide any approved or draft plan prepared

under the Town Planning Ordinance (Cap. 131), or Development Scheme Plans prepared
by the Urban Renewal Authority and considered by the Town Planning Board under
section 25 of the Urban Renewal Authority Ordinance.
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4.13

(d)
(€)

(f)

()

Master Layout Plan of the Development

Floor Plans

. Area Schedule of Units

0. Floor Plan of the Car Park

1. Matters relating to Preliminary Agreement for Sale and
Purchase

12. Salient Points of Deed of Mutual Covenant

13. Salient Points of Land Grant Conditions

14. Government, Institutional or Community Facilities, Public
Open Space and Public Facilities

= = © 00 ~

The sales brochure must state the date of its printing.

The sales brochure must be provided in both English and
Chinese.

One copy of the sales brochure should be sent to the specified
authorities at least seven calendar days before the sale
commences, i.e. Consumer Council, the EAA, the THB and the
enforcement agency™.

The sales brochure should be uploaded onto a designated website
at least seven calendar days before the sale commences. The
address of the website must be clearly and legibly displayed at
the sale office(s), the advertisements (including promotional
materials) in printed media and the sales brochure.

As regards the content of sales brochure, the Steering Committee

recommends that the sales brochure should include information as
currently required under the Consent Scheme at Annex B as appropriate.
In addition, the following enhancement measures are proposed -

(a)

in providing information on the anticipated completion date of a
development, the note currently in the standard template of
Register of Agreements for Sale and Purchase (the Register) (at
Annex C) should be included to facilitate the public to have a
better idea of the flow of events leading to the completion of
assignment;

3 A new enforcement agency will be set up to enforce the proposed legislation. ~ For details,
please refer to Chapter 15.
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(b) the scale of the location plan should be included;

(c) information on the electronic version of the concerned OZP
should be provided;

(d) information on the thickness of floor slab (excluding plaster)
should be provided;

(e) information on the internal dimensions of the units (including the
thickness of internal walls) should be provided; and

(f) the DMC should be uploaded in full onto the developers’
website.

4.14  The Steering Committee proposes that an aerial photo showing
the development site and its vicinity should be included in the sales
brochure for the reference of prospective purchasers. The photo should
also be displayed in the sales offices and on the developer’s website™.
The aerial photo should be the latest available version obtained from the
Lands Department™. A digital image of the aerial photo displayed at the
sales offices should be made available for viewing by the public at the
developer’s website.

" The aerial photos for display in sales office should be the latest available version taken at

a flying height below 7000 feet, and should be at an approximate scale within the range of
1:700 to 1:800, showing the development and the surrounding areas within 250 metres
from the boundary of the development. The same photo should be included in the sales
brochure and its size must be at least 16cm long and 16 cm wide. No change should be
made to the aerial photo except that the developer may add the development site
boundaries.

Lands Department is responsible for taking aerial photos of Hong Kong. It has an annual
aerial survey work programme which takes new aerial photos covering the whole territory
of Hong Kong every year at various heights. In some sites of Hong Kong, the latest
aerial photo available for use may be taken about one and a half years ago because the
actual time suitable for taking aerial photos is dependent on the weather condition and the
requirements of flying operation. Developers may choose to display more than one
photo in addition to the latest version. This is to cater for the situation whereby the latest
aerial photo of the site and its vicinity may not be the clearest version due to weather
condition (such as covered by clouds or unclear photo image) and to provide an option for
developers to display a previous aerial photo together with the latest version if they deem
necessary.
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4.15  The Steering Committee also proposes that information on GFA
concessions and energy efficiency of buildings should be provided in the
sales brochures and according to a template to be issued by the
Enforcement Agency.

416  On font size requirements, the recommendations are as follows -

(@) For the “Sales Brochure/ & /31 " as printed at the cover, the
font size should be at least font size 18 of “Times New Roman”
in English and “#7f [ in Chinese®®.

(b)  The font size of all information contained in the sales brochure
should be at least font size 10 of “Times New Roman” in
English and “%EIFIEJ‘EE}” in Chinese.

(c) The font size of all “footnotes/remarks” (ffﬁj%t/[fﬁ%t) contained
in the sales brochure should be at least fon@ size 8 of “Times
New Roman” in English and “%EIFIEJ?E” in Chinese.

(d) Words/letters associated with any plans, diagrams, schedules
and maps are exempted from the above font size requirements.

4.17  Some of the above proposed requirements are not applicable to
first-hand completed residential properties (e.g. the expected date of
completion of the development), the Administration would make suitable
adjustments in this regard in the proposed legislation.

* “Times New Roman” and “SS?ATEIFIEJ?E}” are only the reference font types. Developers
may use font types other than these two types. There is a need to have a font type as a
reference as the size of different font type may be different even they are of the same font
size.
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Chapter 5

Requirements on Issuance of Price List

5.1 In the residential property market, it is common for developers to
release units in small batches. This “sell by batches” approach enables
developers to test the market and make adjustment to their sales strategy
in the light of the market response. There has been public concern that
such sales practices are not sufficiently transparent, and that potential
buyers are unable to get hold of comprehensive information before they
make their purchase decisions.

Existing Practice

52 Currently, developers selling first-hand uncompleted flats are
required to make public each and every price list at least three calendar
days in advance of the commencement of sale when selling any number
of units in a batch. The price lists should be made available as hard
copies in the sales offices, and uploaded onto the website of the
developer.

5.3 The first price list of a batch of sale must comply with the
following requirements —

(@) for a development with 30 units or less, all units must be
included in the first price list;

(b) for a development with more than 30 units but less than 100
units, the minimum number of units to be included in the first
price list of each batch of units put up for sale must be at least
30 units; and

(c) for a development with 100 units or more, the minimum number
of units to be included in the first price list of each batch of
units put up for sale must be at least 50 units or 50% of the total
number of units in the relevant batch, whichever is the higher.

5.4 The sale of “houses” so categorized in the DMC is exempted
from the requirement on the minimum number of flats in the first price
list. That said, developers selling “houses” are still required to issue
price lists according to the standardized template and making them
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available as hard copies and on the websites three calendar days prior to
the commencement of sale.

5.5 For uncompleted first-hand private residential units sold on an
“en bloc” basis under a single transaction (i.e. selling at least a whole
block and/or all houses in a development to a single purchaser under a
single deal), or sold by way of public auction or public tender, the
aforementioned requirements on price list will not apply. However,
when the properties sold on an en-bloc basis are later put on sale to
individual flat buyers in the market, the owner should observe all these
measures.

5.6 The price list must be set out in a prescribed format and must
contain information on the total number of units in a development put up
for sale in the respective batch and must state to which batch the price
lists relates.

Deliberations of the Steering Committee
Issue of Price List

5.7 The majority of the Steering Committee Members consider that
the existing requirements for developers to make public the price list at
least three calendar days before the sale commences is appropriate and
recommends that this requirement be incorporated into the proposed
legislation. A Member however considers such a requirement may bring
inconvenience to potential purchasers, as the developers cannot put up
more units for sale immediately when the market response is good.

The Price List Template

5.8 The Steering Committee considers that a price list template
should be specified in the proposed legislation so that all developers of
first-hand residential properties will use the same template for the
provision of price information, hence facilitating easy comparison
between different developments by prospective purchasers.  Details on
the price list template will be further discussed in Chapter 6.
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Minimum Number of Units to be Disclosed in each Price List

5.9 To enable buyers to get a fuller picture of the prices of a
considerable number of units in a development at the outset, Members
consider it necessary to set the minimum number of units to be disclosed
in the first and subsequent price lists. At the same time, it is
acknowledged that developers should be allowed a reasonable degree of
flexibility to decide the number of units to be put up for sale and the
timetable having regard to their commercial considerations.

5.10  For higher transparency and greater protection of consumers, the
majority view is that prices of a greater number of units should be
disclosed in the first and subsequent price lists of a development or a
phase of development. Based on this principle, Members discussed two
possible methodologies. The first is premised on the existing concept of
“a batch of sale”. The second applies a prescribed percentage directly to
the total number of units in a development or a phase of development.
After deliberation, the Steering Committee recommends that the second
methodology be adopted for simplicity and clarity.

511 In deliberating on the percentage of the total number of units of a
development or a phase of a development to be prescribed in the
proposed legislation for each price list, the general view of the Steering
Committee is that a higher percentage would serve the objective of
enabling buyers to get a fuller picture of the prices of a development or a
phase of development. That said, Members are mindful that the
requirements should not be over-prescriptive in order to allow the
developers a degree of flexibility to respond to changing market
conditions.

5.12  The Steering Committee also notes that at present, there are only
requirements on the minimum number of units to be disclosed in the first
price list of a batch of sale and not the subsequent price lists. To strike a
balance between enhancing market transparency and allowing flexibility
for developers, it is recommended that the prescribed percentages should
be set at at least 20% of the total number of units of a development or a
phase of development for the first price list, subject to a minimum of
50 units and at least 10% for each subsequent price list.
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Recommendations on Price List

5.13  The Steering Committee recommends that, developers should be
required by the proposed legislation to make public the price lists at least
three calendar days in advance of the commencement of the sale of the
respective units, in accordance with the following requirements -

(a) For a development or a phase of development with 30 units or
less, all units must be included in the first price list;

(b) For a development or a phase of development with more than
30 units but less than 100 units, each price list must contain at
least 30 units; and

(c) For a development or a phase of development with 100 units
or more, the following requirements should apply:

(1)  The first price list, subject to a minimum number of 50 units,
must include at least 20% of the total number of units of a
development or a phase of a development; and

(i) Each subsequent price list must include at least 10% of the

total number of units of a development or a phase of a
development.
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Chapter 6

Requirements on Price List Template and
Provision of Area Information in Sales Brochure

6.1 To most if not all prospective purchasers, “flat size” and “flat
price” are two crucial factors taken into account when making a flat
purchase decision. In recent years, the public have been demanding
better information on this front. It is therefore very important that such
information is provided to prospective buyers in a clear, accurate and
consistent manner. The information so provided should also facilitate
potential buyers to compare flat prices of different developments
calculated on the same area basis.

The Price List Template

Existing Practice

6.2 To enhance the transparency and clarity of information presented
in the sales descriptions for uncompleted first-hand residential properties,
a standardized definition of “saleable area” (at Annex D) was adopted in
October 2008 and became a requirement under the Consent Scheme and
the REDA’s guidelines’’.  The standardized definition of “saleable area”
sets out the method to calculate saleable area, which only includes the
area of the unit and any balcony, utility platform or verandah.

6.3 At present, developers are required under the Consent Scheme or
REDA’s guidelines to disclose the price of each unit using the standard
template at Annex E. Basically, the price list shows the saleable area,
the apportioned share of common area, the GFA, the unit price per square
foot of GFA and the unit price per square foot of saleable area.

17" The Administration consulted the Hong Kong Institute of Surveyors, the Hong Kong

Institute of Architects, the Law Society of Hong Kong, the Consumer Council and the
EAA in the course of working out a standardized definition of saleable area. The
standardized definition has been in use since 10 October 2008 for all Consent Scheme
projects. It is also set out in REDA’s guidelines for its members’ compliance. In addition,
Rating and Valuation Department (RVD) has adopted this definition in measuring the
saleable area of a residential unit for developments completed as from 10 October 2008.
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6.4 According to LACO CM No. 62 and the REDA’s guidelines, GFA
of a unit has four components, namely (i) saleable area of the unit, (ii) the
areas of bay window (if any), (iii) the air-conditioning plant room (if any);
and (iv) the apportioned share of common areas. The first three
components have been clearly defined under the aforesaid LACO CM
and REDA’s guidelines, but not item (iv). Different developers have
been using their own methods to derive the “apportioned share of
common area” for each unit.

Deliberations of the Steering Committee
Provision of information on “flat sizes” and ““flat prices™

6.5 The existing market practice is for developers to quote unit prices
of flats in GFA which include the “apportioned share of common area” in
the calculation. ~As different developers may include different items™ in
their calculation of GFA - which will affect the apportioned share of
common area of a residential unit, information on the GFA per flat is not
transparent and is inconsistent among developers. This is undesirable
and the public have demanded better information on the flat prices using
a uniform measurement method.

6.6 Noting that there is no commonly adopted definition on GFA, the
majority of the Steering Committee Members consider that unit price
based on GFA is not a useful tool for potential purchasers to use to
compare unit prices of flats in different developments. Instead, given
there is a standardized definition on saleable area, the majority agree that
we should only quote flat price on the basis of saleable area.

6.7 The Steering Committee has deliberated on whether a switch
from the current wide use of “unit price per square foot in GFA”, to “unit
price per square foot in saleable area” only to compare flat prices may
cause confusion and concern in the community, given that there will be a
sudden and considerable apparent “increase” in unit prices. Members
do not consider this to be a problem as the price per flat to be paid by the
purchasers would not be affected. Members consider that after proper
education and a short transitional period, the public will get used to the
use of saleable area for price quotation which will enable them better to
compare flat prices at different new developments calculated on the same
basis.

8 In general, the items include lift lobbies, lift shafts, electrical meter rooms, refuse room,

clubhouse area, staircase, transformer rooms etc.
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6.8 That said, a couple of Members hold different views. While these
Members accept that price and area information based on saleable area
should be provided on the price list, they consider information based on
GFA should also be provided, as information on GFA has all along been
provided in the price list for reference purpose. Moreover, the use of
“GFA” in quoting flat price is quite prevalent in the second-hand market.
After much deliberation, most Members regard the restriction on the use
of saleable area only for quoting unit price should not be a problem as
information on saleable area is readily available in the second-hand
market. According to the Estate Agents Practice (General Duties and
Hong Kong Residential Properties) Regulation (Cap. 511C), estate agents
should, where applicable, provide information on saleable area to the
buyers in the sale and purchase of residential properties in Hong Kong,
including in the second-hand market. In addition, the public can obtain
information on the saleable area of almost all second-hand residential
properties in Hong Kong from the RVD'. Members further agree to
step up public education upon the introduction of the relevant new
measures.

Special Payment Terms

6.9 As developers may use some special payment terms such as the
offering of gifts to induce transactions, the Steering Committee considers
that for the sake of transparency and to ensure fairness for prospective
buyers, such information (including all kinds of gifts, advantages and
bonuses in connection with the sale of the unit, and any price adjustment
factors affecting the actual price of the unit) should be clearly set out.
Currently, developers are already required to set out the payment terms
(including the details of all promotional and preferential schemes) in the
price list. For higher transparency and clarity, Members consider the
format of the price list template and the Register for disclosure of
transaction information should be improved so that prospective
purchasers could gain access to such information more easily and clearly.

Disclosure of Names of Estate Agency Firms on Price List

6.10  For transparency, the majority of the Steering Committee
Members propose that, if developers choose to commission one or more
estate agency firm(s) in their sale of first-hand residential properties, such
information should be provided in the price list. It also proposes to make

¥ RVD does not provide saleable area information on village type houses.
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clear in the price list that prospective purchasers are not bound to use the
agents commissioned by the developers, i.e. they could appoint their own
estate agents to handle their transactions or approach the developers
direct. A Member holds different views and considers the existing
arrangements regulating the practice and conduct of estate agents are
sufficient.

Recommendations on the Price List Template

6.11  The Steering Committee recommends that, developers should be
required by the proposed legislation to make public the price lists
according to a specified format at Annex F, in particular -

(@) Only saleable area shall be used for listing the unit price in the
price list;

(b) “GFA-related” information (i.e. GFA per flat and unit price based
on GFA) should not be provided in the price list;

(c) The definitions of “Saleable Area” and “Other Areas” and the
methods of measurement currently used under the Consent
Scheme and by REDA (at Annex D) should be adopted in the
price list;

(d) the developers should list out in the price lists those estate
agency firms which they have been commissioned to sell the
units. In addition, a note should be added to remind prospective
purchasers that they could appoint their own estate agents to
handle their transactions or approach the developers direct; and

(e) any gifts and/or special payment or concessionary terms in
connection with the flat purchase, as well as any price
adjustment factors affecting the actual price of the flat should be
set out in the price list and the Register for disclosure of
transaction information.
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Provision of Area Information in Sales Brochures

Existing Practice

6.12 At present, developers are required under the Consent Scheme or
REDA’s guidelines to disclose in the sales brochure information on the
saleable area, unit covered area, apportioned share of common area,
Gross Floor Area (GFA) and other areas of each residential unit in a
specified format (at Annex G). This serves to provide area information
on each unit for the reference of prospective purchasers before the release
of price lists.

6.13  As aforesaid in paragraph 6.4 above, GFA of a unit has four
components, namely (i) saleable area of the unit, (ii) the areas of bay
window (if any), (iii) the air-conditioning plant room (if any); and (iv) the
apportioned share of common areas. The first three components have
been clearly defined but not item (iv). Different developers have been
using their own methods in deriving the “apportioned share of common
area” for each unit. In addition, developers are currently not required to
list out in detail the items and the associated areas counted as the
“common area” of a development.

Deliberations of the Steering Committee
Provision of Information on the Area of a Unit

6.14 The majority of Members agree that due to the lack of a
commonly adopted definition on GFA at present, information on GFA per
flat is not a meaningful tool for potential purchasers to make comparison
between the flats in different developments. Developers should not
quote information on GFA per flat in sales brochure given the lack of a
commonly adopted definition for GFA. A couple of Members have
different views, as set out in paragraph 6.8 above.

Provision of Information on Communal Facilities

6.15  As regards communal facilities of which the flat owners would
not have exclusive use, Members consider that area information of such
facilities should also be provided in the sales brochures for the reference
of prospective purchasers. Taking into account there are numerous
types of communal facilities, developers should only be required to
provide area information on those communal facilities that are of interest
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to ordinary flat buyers and their area information could be verified® (i.e.
“residents’ clubhouse ** 7, “communal sky garden”, and “covered
landscaped and play area”). Developers are free to provide area
information on other communal facilities such as lift lobby, lifts and
staircases if they so wish.

Recommendations on Provision of Area Information in Sales
Brochures

6.16  The Steering Committee recommends that developers -

(@) should be required to present the area information of each unit in
the sales brochure by using the specified template at Annex H
which is modeled on the price list template;

(b) should not quote information on GFA per flat and unit price
based on GFA in sales brochure given the lack of a commonly
adopted definition for GFA%; and

(c) should be required to provide area information on “residents’
clubhouse”, “communal sky garden”, and “covered landscaped
and play area” in a specified format at Annex |.

2 The area information of the mandatory items could be verified as they are features

described in the relevant Practice Notes issued by the Buildings Department.  If they
are accepted to be excluded from the GFA calculation under the Buildings Ordinance,
their area information would have been provided in the building plans approved by the
Building Authority.

“Residents’ clubhouse” is also known as “residents’ recreational facilities” in the relevant
practice note issued by the BD.

It is also proposed that information on GFA per flat and unit price based on GFA should
not be quoted in any types of advertisements issued by developers. Please see Chapter 8
for details.

21
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Chapter 7

Requirements on Disclosure of Transaction Information

7.1 The purchase of a residential property is likely to be the most
significant investment an individual will make. Most people would like
to gather as much information as they can before making a flat purchase
decision. In particular, prospective buyers would be interested to know
the sales performance data such as transaction volume and the transaction
prices of the units sold.

Existing Practice

7.2 At present, developers are required under the Consent Scheme
and the REDA’s guidelines to disclose information relating to transactions
of uncompleted residential properties. The existing requirements are set
out below -

(a) The Agreement for Sale and Purchase (ASP) must be registered
in the Land Registry within one month from the signing of the
Preliminary Agreement for Sale and Purchase (PASP);

(b) Information on the ASPs should be made public in the
developers’ websites and sales offices within five working days
after the signing of the PASPs, using a standardized template of
Register for disclosure of transaction information®®.  Information
required to be disclosed includes —

(i) the particulars of the transacted flat;
(i1) date of signing the ASP;

(iii) the transacted price;

(iv) whether the transaction involves members of the Board of
the developers or their immediate family members;

% The Register is attached to the REDA’s guidelines issued on 10 August 2010 and could
be viewed at the REDA website (http://www.reda.hk).
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(v) the estimated date of completion of the development as
stipulated in the ASPs; and

(vi) cancelled ASPs*, including the date of cancellation and the
information as set out in (i) — (v) above on the original
ASPs.

(c) The aforementioned information on individual ASPs may be
removed from the Register upon completion of registration of the
respective ASPs in the Land Registry, but any information so
removed shall be reinstated upon cancellation of the relevant
ASPs. Information regarding cancelled ASPs may be removed
from this register upon completion of registration of the relevant
cancellation documents in the Land Registry.

Deliberations of the Steering Committee
The Use of a Standardized Template to Disclose Transaction Information

7.3 The Steering Committee considers the requirement for
developers to use a standardized “Register” to disclose key transaction
information on their websites and in sales offices has been generally
effective and should be continued.

Shortening Lead time for Disclosing Transaction Information

7.4 In order to provide timely transaction information to prospective
purchasers, the general view is that transaction information should be
disclosed as soon as practicable, i.e. it should be disclosed within 24
hours upon the signing of the PASP, instead of within five working days
as required at present.

7.5 The Steering Committee is conscious that transaction
information compiled on the basis of signed PASPs may not be the most
reliable source of information, since PASPs are not signed under the
scrutiny of the solicitors concerned, and not all PASPs will proceed to
ASPs. That said, Members consider the useful information provided by
PASP will outweigh the possible distorted information that PASP may

% Any cancellation of ASPs must be entered into the register within five working
days after the ASPs are cancelled, including cancellation which takes place after
completion of registration of the relevant ASPs in the Land Registry.
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give. The forfeiture of 5% of the transacted price if buyers fail to
proceed to sign the ASPs after the signing of the PASPs shall deter buyers
from rescinding PASPs in most cases”. Moreover, it is recommended
that if the PASP does not proceed to ASP within six working days after
the signing of the PASP, the developer must also disclose such
information promptly. Such arrangement will help reduce the possibility
of disseminating misinformation due to the reliance on PASP.

Lead Time Between the Signing of PASP and ASP

7.6 At present, the Consent Scheme requires that an ASP should be
signed within five working days after the signing of the PASP. As for
non-Consent Scheme projects, there is no such requirement. It is noted
that the normal market practice is to sign the ASP within 14 days after the
signing of the PASPs so as to get the benefit of an extended period for
stamping the ad valorem stamp duty.

7.7 As information premised on PASP is suggested to be disclosed,
logically, information on whether a PASP has eventually proceeded to an
ASP should also be disclosed. Otherwise the public would not get a
complete picture of the transactions concerned as they will not know if a
prospective purchaser is still considering whether to proceed to sign an
ASP or he has already decided not to pursue further.

7.8 The Steering Committee has deliberated on whether, under the
proposed legislation, transactions of all types of first-hand residential
properties should be subject to the existing “five-day requirement” for
signing of ASP, and if not, what would be a reasonable prescribed period.
Having considered that Saturday is regarded as a working day and that
some legal firms may not operate on a full day basis on Saturday, it is
considered that an ASP should be signed within six working days after
the signing of the PASP.

Transactions Involving the Senior Management of the Developers

7.9 At present, developers are required to disclose in the Register
whether a transaction involves members of the Board of the Developers
or their immediate family members.  The Steering Committee
recognizes this as an effective means to enhance market transparency.
As a further enhancement, Members consider transactions involving the
senior staff members of the developers should also be disclosed. As

% Please refer to Chapter 10 for details on the proposed forfeiture arrangement.
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regards the definition of “senior staff members”, a possible reference
would be the definition of “manager” under the Companies Ordinance
(Cap. 32)*°.

The Use of a Single Register

7.10 At present, instead of showing all the transaction information in
a single Register, some developers show the transaction information in
various PDF files, each covering the information on some of the
transactions. The public will have to make reference to more than one
file. This is not user-friendly. To address this problem, it is considered
that developers should maintain a single Register for a single
development or a single phase of the development and make continuous
updates.

Recommendations on Disclosure of Transaction Information

7.11  The Steering Committee recommends that transaction
information should be disclosed in accordance with the following
requirements -

(@) developers should disclose transaction information in the form of
a Register as at Annex J within 24 hours after the signing of a
PASP. The Register should be made public in the developers’
websites and sales offices. A single Register for a single
development or a single phase of the development should be used
to make continuous updates;

(b) when disclosing information on ASP, if there are changes to the
involvement®” of members of the Board of the developer or their
immediate family members or the senior staff members of the
developer, the developer should update those particulars in the
Register when filling in the information relating to the ASP;

% “Manager” is defined in the Companies Ordinance as follows — “in relation to a

company, means a person who, under the immediate authority of the board of
directors, exercises managerial functions but does not include- (a) a receiver or
manager of the property of the company; or (b) a special manager of the estate or
business of the company appointed under section 216”.

“Changes of Involvement” means (i) the transaction has changed from involving no
members of the Board of the developer or their immediate family members or senior staff
members of the developer, to having such involvement; or (ii) from having such
involvement to no involvement.

27
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(©)

(d)

an ASP must be signed within six workings days after the signing
of the PASP. If an ASP is not duly signed within six workings
days after the signing of the PASP, developers should indicate in
the Register that “a PASP has not proceeded further” on the
seventh working day after the signing of the respective PASP; and

developers should maintain records on each transaction, including
information on cancelled transactions, in the Register until the
Assignment of the last unit of the development or a phase of the
development being offered for sale has been registered with the
Land Registry.
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Chapter 8

Requirements on Advertisements

8.1 In Hong Kong, information on new residential developments is
usually first channeled to the public by advertisements which may take
many different forms such as advertisements in newspapers, on television,
on the Internet, on public transport, etc. Some recent promotional
approaches are very innovative and they often sell more nebulous
concepts like an idealistic lifestyle to be achieved by living in the new
developments. To ensure that the public will not be misled by
advertisements, there have been suggestions that control over advertising
for the sale of first-hand residential properties should be stepped up.

Existing Practice
Lands Department’s Consent Scheme

8.2 At present, for first-hand uncompleted residential developments,
developers should comply with the requirements on advertisements as set
out in the Consent Scheme and the REDA’s guidelines. Advertisements
covered under the existing requirements include electronic media but
exclude radio, television, advertising on public transport vehicles, MTR
premises and roadside billboards etc®®. Please see extracts at Annex K.
In gist, the requirements include —

(@) developers must disclose in the advertisements the name of the
district where the development is located, the postal address of
the development and the website address. The font size of the
aforesaid information must not be smaller than 10 for
advertisements of a size of a half-page standard newspaper or
smaller, and must not be smaller than 12 for advertisements of a
size larger than a half-page standard newspaper;

% An exception is provided for certain media e.g. radio, television, advertising on public

transport vehicles, MTR premises and roadside billboards etc since it is impractical to
include all the required information in those advertisements. In addition, where the
developer considers that it is not practical to include any of the required information in an
advertisement which is not covered by the above exception, it may make an application
with justification to LACO to waive the requirement in a specific case.
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(b) developers should also disclose in the advertisements the names
of major parties involved in the development process such as the
developer, the Authorized Person, the main superstructure
contractor, the solicitor firm, the mortgagee bank and the
financier but there is no requirement on the font size in these
respects; and

(c) where the advertisements include any artistic impression of the
development and/or its surrounding areas, the developers must
include a statement to alert readers of the “artistic” element of
the advertisement (“warning statement”), and remind prospective
purchasers to make reference to the sales brochure and to
conduct on-site visit. The font size requirement of the statement
is the same as stated in (a) above.

Existing Legislation

8.3 The Codes of Practice issued respectively under the Broadcasting
Ordinance (Cap. 562) and the Broadcasting Authority Ordinance
(Cap. 391) include certain provisions to regulate misleading television
and radio advertisements. The Codes prohibit any false or misleading
description and information in advertisements in relation to real property.
However, the Codes of Practice only regulate television programme
service licensees and radio broadcasting service licensees but not the
developers.

8.4 Separately, there are some other pieces of sector-specific
legislation that prohibit misleading advertisements. For example, under
section 44(2)(a) of the EAO, the EAA may make regulation to prohibit
false or misleading advertisements by estate agents.

8.5 In summary, advertisements relating to the sale of first-hand
residential properties are at present regulated by way of the following -

(@) advertisements in printed media and certain electronic media are
regulated by the Consent Scheme and the REDA’s guidelines as
appropriate;

(b) advertisements in television and radio are regulated by the Code
of Practice issued by the Broadcasting Authority; and

(c) advertisements produced or distributed by estate agents are
regulated by the EAA.
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Deliberations of the Steering Committee
False or Misleading Information in Advertisements

8.6 The Steering Committee notes that there have been public
concerns about misleading information provided in advertisements in
respect of residential property sales. To ensure the factual accuracy of
such advertisements, Members consider there is a need to step up control
over developers on their advertisements in all forms, including those in
printed media, on television, radio and the Internet. A direct way will be
to include a general provision in the proposed legislation that prohibits
the use of false or misleading information in advertisements.

8.7 One Member has cautioned that such a provision should be
clearly drafted or else it might curtail the creativity of designers. After
deliberation, Members consider “creativity” and “misleading
information” are two different things. The objective of the provision
concerned is clearly not to stifle the creativity of designers, and with
proper legal drafting the proposed legislation could strike a balance
between “creativity” and “provision of accurate information”.

Source of Advertisements

8.8 To help the public to distinguish whether the advertisements
come from a reliable source, Members consider the advertisements in
whatever forms made by or on behalf of developers must bear the name
of the developers and state that the developers are the source of the
information contained in the advertisements.  This would help
prospective purchasers to verify the source of the advertisements.

Font Size Requirements for Certain Important Information

8.9 As set out in paragraph 8.2 above, developers are required to
provide certain mandatory information in printed advertisements. In
addition, if the advertisements include any artistic impression of the
development and/or its surrounding areas, the developers must include a
“warning statement” to remind the readers. The aforesaid mandatory
information and the “warning statement” are currently required to be
provided in specified font size.
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8.10  The Steering Committee has reviewed the existing font size
requirements. Members have noted that the existing requirements only
specify two font size requirements, one for advertisements of a size of a
half-page standard newspaper or smaller, another of a size larger than half
a page of a standard newspaper. Given that the size of printed
advertisements can vary greatly, say, from a small advertisement in a
newspaper to a very large advertisement billboard hanging on the external
wall of a building, Members consider more detailed requirements should
be set out in the legislation to ensure the mandatory information and the
warning statement are of “noticeable” size.

Information on GFA per flat

8.11  As explained in Chapter 6, due to the lack of a commonly
adopted definition on GFA at present, information on GFA per flat is not a
meaningful tool for potential purchasers to make comparison between the
flats in different developments, and therefore the Steering Committee
proposes that information on GFA per flat and unit price based on GFA
should not be quoted in price list and sales brochure. To make this
measure effective, Members consider the same should be applied to
advertisements.

Anticipated Completion Date of the Development

8.12 The Steering Committee considers that the anticipated
completion date of the development is a very important piece of
information to prospective purchasers and hence should be provided in
advertisements. Taking into account that the completion date could only
be an estimate during the construction stage, Members feel that
developers should be required to provide the anticipated completion date
in advertisements to the best of their knowledge.

Recommendations on Requirements on Advertisements
8.13 The Steering Committee recommends that the existing
requirements at Annex K should be incorporated into the proposed

legislation as appropriate. In addition, Members endorsed the following
new requirements -
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(a)

(b)

(©)

(d)

(€)

(f)

the proposed legislation should include a provision prohibiting
the inclusion of any false or misleading information or
description in advertisements in all forms that are produced by or
on behalf of the developers;

developers should remind prospective purchasers to refer to sales
brochure, and ensure that information given in advertisements in
all forms is consistent with the information given in the sales
brochure;

advertisements in whatever forms made by or on behalf of
developers must bear the name of the developers and state that
the developers are the source of the information contained in the
advertisements;

in the case where an advertisement comprises moving visual
advertisement, it should bear a reasonably legible statement
“Please refer to the sales brochure for details” (%XE-J SAEML
Z17) reminding prospective purchasers to refer to the sales
brochure for details; and in the case of an advertisement
comprising solely sound broadcasting, the advertisement should
contain a reasonably audible statement of the aforesaid
statement;

Information on GFA per flat and unit price based on GFA should
not be quoted in any type of advertisement issued by vendors;
and

developers should provide the anticipated completion date of the
development to the best of their knowledge in the
advertisements.

In addition to the above requirements that apply to all forms of
advertisements, printed advertisements should also comply with the
following requirements -

(9)

developers must disclose in the advertisements the name of the
district where the development is located®, the postal address of

29

The district of the development must correspond to that in the relevant Outline Zoning
Plan(s) (OZPs) where the development is located. If OZP is not available, developers
should make reference to any approved or draft plan prepared under the Town Planning
Ordinance (Cap. 131), or Development Scheme Plans prepared by the Urban Renewal
Authority and considered by the Town Planning Board under section 25 of the Urban
Renewal Authority Ordinance.
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(h)

the development® and the website address containing the
electronic copies of the sales brochure, the price lists and the
register of agreements for sale and purchase maintained by the
developers;

the printing date should be stated on printed advertisements. For
advertisements on developer’s website, the date when the
advertisements are last updated should be stated; and

in respect of the provision of certain mandatory information,
namely,

(i) the “warning statement”;
(if) the name of the district where the development is located;
(iii) the postal address of the development; and

(iv) the website address containing the electronic copies of the
sales brochure, the price lists and the register of
agreements for sale and purchase maintained by the
developers;

developers should comply with the font size requirements as
follows -

(i) For printed advertisements of a size of a half-page standard
newspaper (i.e. about 11.5 inches x 14 inches) or smaller,
the font size of the statement must not be smaller than 10;

(if) For printed advertisements of a size larger than half a page
of a standard newspaper (i.e. about 11.5 inches x 14 inches)
but smaller than or equal to one page of a standard
newspaper (i.e. about 23 inches x 14 inches), the font size
of the statement must not be smaller than 12;

30

The printed advertisements/promotional materials must adopt the postal address of the
development as allocated by the Commissioner of Rating and Valuation, which must be
the same as that shown in the section on “Basic Information of the Development” in the
sales brochure.
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(iii) For printed advertisements of a size larger than a page of a
standard newspaper (i.e. about 23 inches x 14 inches) but
smaller than or equal to two pages of a standard newspaper
(i.e. 23 inches x 28 inches), the font size of the statement
must not be smaller than 16; and

(iv) For printed advertisements of a size larger than two pages
of a standard newspaper (i.e. 23 inches x 28 inches), the
area occupied by the statement must not be less than 3% of
the total area of the advertisements/promotional materials.
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Chapter 9

Requirements on Show Flats

9.1 The provision of show flats has been welcome by prospective
flat buyers as show flats provide an easy means for them to visualize the
actual flats upon completion when on-site units are not available for
viewing. It is common for buyers of uncompleted units to make
purchase decisions after visiting the show flats. It is therefore essential
that requirements for show flats are clearly specified in the proposed
legislation to ensure the show flats give an accurate depiction of the
actual units to be handed over to the buyers.

Existing Practice

First-hand Uncompleted Flats

9.2 At present, it is not mandatory for developers to provide show
flats for uncompleted first-hand residential developments. But if show
flats are provided, they should comply with the requirements as set out in
the Consent Scheme and the REDA’s guidelines®  as appropriate. The
requirements are set out below -

(@ (i) If there is only one show flat, it must be a show flat showing
the same conditions of the actual unit (i.e. all the
non-structural internal walls/partitions, fittings and finishes
and complimentary appliances which will be provided in the
actual unit must be shown in the show flat in exactly the
same way as they will be featured in the actual unit)
(“unmodified show flat™).

(it) If there are two show flats, one of them must be an
unmodified show flat. The remaining one must be a show
flat which mirrors that unmodified show flat (i.e. it must be
of the same type of unit and having the same size of the
unmodified show flat) (“mirrored show flat™).

%1 The existing requirements on show flats are set out in (i) LACO’s Circular Memorandum
No. 62 issued on 2 June 2010; and (ii) REDA’s revised guidelines for sales descriptions
of uncompleted residential properties issued on 1 June 2010.
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(iii) If there are three show flats, one of them must be an
unmodified show flat and another one must be its mirrored
show flat.

(iv) If there are four or more show flats, there must be at least
one pair of an unmodified show flat and its mirrored show
flat.

(b) The size/dimensions of the show flat(s) must be identical to the
size/dimensions as specified/described in the relevant building
plan(s) approved by the Building Authority (“approved building
plan(s)”) and sales brochure(s).

(c) Floor plan(s)/diagrams showing all the principal dimensions of
the show flat(s) with scale must be displayed in a prominent
location in the show flat(s).

(d) Enclosing or boundary walls must be provided in all show flat(s).
If due to fire-safety requirements it is necessary to create
passageways along the enclosing or boundary walls, a notice of
conspicuous size stating that the passageways are created in the
show flat(s) for compliance with fire-safety requirements and are
not part of the features of the actual flat(s) must be displayed in a
prominent location in the show flat(s). A solid line should also
be provided on the floor showing conspicuously the exact
position and the identical thickness/width of the respective
enclosing or boundary walls.

(e) For modified show flat(s) with the non-structural internal
walls/partitions removed, there must be a solid line on the floor
showing conspicuously the exact position and the identical
thickness/width of the respective non-structural internal
walls/partitions.  Diagrams of conspicuous size stating the
actual layout, orientation and thickness of the non-structural
internal walls/partitions which are to be found in the actual unit(s)
must be displayed in a prominent location inside the relevant part
of the modified show flat(s).

(f)  All bay windows, A/C plant room, balcony and utility platform
located inside the unit(s), if any, must be featured in the show
flat(s). The dimensions of these features must be identical to
those as specified/described in the relevant approved building
plan(s) and the sales brochures. For balcony and utility
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(9)

(h)

(i)

()

(k)

platform, boundary walls or parapets must be provided.
Features not located inside the actual unit(s) (e.g. A/C plant room
located outside the unit(s)) must not be featured in the show
flat(s).

Ceiling must be provided in the show flat(s). The height of the
show flat(s) should be identical to or not higher than the height
as specified/described in the relevant approved building plan(s)
and the sales brochures. If the height of the show flat(s) is
lower than the height of the actual unit(s) due to the physical
constraint, a notice of conspicuous size stating the height
difference must be displayed in a prominent location in the show
flat(s).

Main entrance doors must be provided. If other doors (e.g.
doors for the kitchen, bathrooms and bedrooms etc.) are not
provided in the show flat(s), door frames must be provided. If
it is not physically possible to provide doors or door frames, the
developer must provide a solid line on the floor showing
conspicuously the exact position and the identical thickness/
width of the door.

The fittings and finishes provided in the show flat(s) should be
identical to those specified/described in the Agreement(s) for
Sale and Purchase of the actual unit(s) and the sales brochures.
If alternative fittings and finishes are being used in the show
flat(s), they must be of comparable quality as those to be used in
the actual unit(s). A notice of conspicuous size stating that
alternative fittings and finishes are being used must be displayed
in a prominent location in the show flat(s).

A notice of conspicuous size specifying the items which are
shown in the show flat(s) and will be provided in the actual
unit(s) (e.g. complimentary appliances) must be displayed in a
prominent location in the show flat(s), with a clear statement that
all other items not specified as such will not be provided in the
actual unit(s).

A certificate signed by the authorized person certifying that the
external parameters of the show flat(s) are identical to those of
the unit(s) must be deposited with REDA for record purpose.
Upon request, REDA must let prospective purchasers inspect the
certificate free of charge.
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() (i) Save where there is objection from the designer(s) to
photo-taking or video-making, the developer must allow
show flat visitors to take measurements, take photos and
make videos inside show flat(s). If it is not practicable at
the time for crowd management reasons, arrangements must
be made for the visitors concerned to take measurements,
take photos and make videos at a time convenient to all
parties concerned as soon as possible provided that prior
appointments for taking measurements, taking photos and
making videos may be introduced only when there are
genuine crowd management concerns.  When crowd
management is not a concern, visitors must be allowed to
take measurements, take photos and make videos without
prior appointment.

(if) For show flat(s) open to the public for the first time before
1 June 2010, where there is objection from the designer(s)
and photo-taking is not allowed inside a show flat because of
the objection, the developer must clearly explain to the
visitors that it is due to the objection of the designer(s).

(iii) For new show flat(s) open to the public for the first time on
or after 1 June 2010, the developer must make appropriate
arrangements with its designer(s) before commissioning his
or their services to clear any hurdles for allowing show flat
visitors to take photos or make videos.

First-hand Completed Flats

9.3 With effect from June 2010, developers are required under
REDA’s guidelines to show visitors on-site unit(s) when selling
completed first-hand residential properties in a development. However,
no details on the arrangements have been specified in the guidelines.
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Deliberations of the Steering Committee

First-hand Uncompleted Flats

Existing Requirements

94 The Steering Committee considers the existing requirements on
show flats for uncompleted residential properties have been working
effectively to facilitate prospective purchasers to visualize the actual flats
upon completion, and recommends that the existing requirements on
show flats as currently stipulated in the Consent Scheme including items
(b), (c), (d), (e), (M, (9), (1), () & (k) in paragraph 9.2 above be
incorporated into the proposed legislation.

Provision of Modified and Unmodified Show Flats

9.5 On the requirements relating to the provision of modified and
unmodified show flats, i.e. item (a) in paragraph 9.2 above, some
Members consider the existing requirements sufficient, i.e., if there is
only one show flat, it must be an unmodified show flat. If there are two
show flats, one of them must be an unmodified show flat and the other
one must be its mirrored version®.  If there are three or more show flats,
apart from the requirement that there must be at least one pair of an
unmodified show flat and its mirrored show flat, there are no
requirements on the remaining flats. However, some other Members
consider the existing requirements should be further tightened up. After
deliberation, Members agree that the requirement should be enhanced, i.e.
there should first be an unmodified show flat to be provided for any
type/size of units before a modified show flat of that same type/size of
units can be provided.

Provision of Walls and Doors in Show Flats

9.6 The Steering Committee recommends that, except for any special
arrangements as required due to fire-safety requirements, the unmodified
show flats should provide all walls and doors as in the actual units.

9.7 As for modified show flats, it is considered that only those walls
and doors the removal of which do not require the prior approval of BD
could be removed.

%2 "Mirrored show flat" means a flat of the same type/size of the unmodified show flat but

furnished.
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Provisions of Furniture or Other Items in Show Flats

9.8 In order to ensure that the show flats would resemble the actual
units as far as practicable, and that prospective purchasers would know
how the actual units would look by making reference to the unmodified
show flats, Members consider that unmodified show flats should not
display any items which will not be handed over to the buyers upon
completion.

Floor Plan Provided by Developers

9.9 There have been complaints that furniture shown on some floor
plans provided by developers are not drawn to scale. For example, a
double-bed is shown in the floor plan of the bedroom but in reality, the
size of the bedroom is actually not big enough to accommodate a
double-bed. The Steering Committee therefore recommends that, for
floor plans provided in the developers’ website, any furniture shown must
be drawn to scale with dimensions, and the scale of the floor plans should
be specified.

Measurement-taking and Photo-taking/Video-making in Show Flats

9.10  The Steering Committee agrees that measurement-taking should
be allowed in show flats. As for photo-taking and video-making,
some Members consider they should only be allowed in unmodified show
flats but not modified show flats in order to protect the intellectual
property rights of the designers of the modified show flats. There has
also been a suggestion that while photo-taking and video-making could
be allowed, developers should be permitted to collect personal particulars
of those who want to take photos or make videos in modified show flats,
such that if any copyright issue arises, follow-up action could be taken by
the developers accordingly.

9.11  According to the recommendation in respect of the provision of
show flats in paragraph 9.5 above, there should first be an unmodified
show flat to be provided for any type/size of units before a modified show
flat of that same type/size of units can be provided. After deliberation,
and having regard to copyright considerations in connection with
modified show flats with furnishings and furniture, the Steering
Committee agrees that photo-taking and video-making should be allowed
in unmodified show flats, and developers should not collect personal
particulars of the visitors as a pre-condition for photo-taking and
video-making, as no copyright issue should arise.
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First-hand Completed Flats

9.12  Members generally consider that developers should be required
to show visitors on-site unit(s) when selling completed first-hand
residential properties in a development. A Member however holds
different views. That Member suggests to put in place an arrangement
which allows developers the flexibility to seek a written waiver from the
purchaser. Another Member cautions that such a suggestion should be
carefully considered lest purchasers be asked to sign documents with
implications that they may not fully understand.

9.13.  After deliberation, as a means of consumer protection, the
majority of Members consider that developers should be required to
arrange the prospective purchasers to view the particular completed flats
they wish to purchase. However, if it is not practicable to make such an
arrangement, developers should be required to provide at least one on-site
unit for each type of typical units in the development for viewing.

9.14  That said, Members note that the above options may not be
feasible if the unit concerned is an atypical unit subject to an existing
tenancy. To address this potential practical difficulty, it is considered
that suitable exemption arrangement should be put in place. It will be
further discussed in Chapter 13.

Recommendations on Show Flats

First-hand Uncompleted Flats

9.15 The Steering Committee recommends that, if show flats are
provided for first-hand uncompleted flats, they should comply with the
following requirements -

(@) There should first be an unmodified show flat to be provided for
any type/size of units before a modified show flat of that same
type/size of units can be provided.

(b) The size/dimensions of the show flat(s) must be identical to the
size/dimensions as specified/described in the relevant building
plan(s) approved by the Building Authority (“approved building
plan(s)”) and sales brochure(s).
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(©)

(d)

(€)

(f)

(9)

Floor plan(s)/diagrams showing all the dimensions of the show
flat(s) with scale must be displayed in a prominent location in the
show flat(s).

For modified show flat(s) with the internal walls/partitions
removed, there must be a solid line on the floor showing
conspicuously the exact position and the identical
thickness/width of the respective internal walls/partitions.
Diagrams of conspicuous size stating the actual layout,
orientation and thickness of the internal walls/partitions which
are to be found in the actual unit(s) must be displayed in a
prominent location inside the relevant part of the modified show
flat(s).

All bay windows, A/C plant room, balcony and utility platform
located inside the unit(s), if any, must be featured in the show
flat(s). The dimensions of these features must be identical to
those as specified/described in the relevant approved building
plan(s) and the sales brochures. For balcony and utility
platform, boundary walls or parapets must be provided.
Features not located inside the actual unit(s) (e.g. A/C plant room
located outside the unit(s)) must not be featured in the show
flat(s).

Ceiling must be provided in the show flat(s). The height of the
show flat(s) should be identical to or not higher than the height
as specified/described in the relevant approved building plan(s)
and the sales brochures. If the height of the show flat(s) is
lower than the height of the actual unit(s) due to the physical
constraint, a notice of conspicuous size stating the height
difference must be displayed in a prominent location in the show
flat(s).

The fittings and finishes provided in the show flat(s) should be
identical to those specified/described in the ASP(s) of the actual
unit(s) and the sales brochures. If alternative fittings and
finishes are being used in the show flat(s), they must be of
comparable quality as those to be used in the actual unit(s). A
notice of conspicuous size stating that alternative fittings and
finishes are being used must be displayed in a prominent location
in the show flat(s).
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(h)

(i)

()

(k)

(N

(0)

A notice of conspicuous size specifying the items which are
shown in the show flat(s) and will be provided in the actual
unit(s) (e.g. complimentary appliances) must be displayed in a
prominent location in the show flat(s), with a clear statement that
all other items not specified as such will not be provided in the
actual unit(s). Unmodified show flats should not display any
items which will not be handed over to buyers upon completion.

All walls, including enclosing/boundary walls and internal
partition walls must be provided in unmodified show flats.

If due to fire-safety requirements it is necessary to create
passageways, or to create an additional exit door along the
enclosing or boundary walls, a notice of conspicuous size stating
that the passageways/exit doors are created in the show flat(s) for
compliance with fire-safety requirements and are not part of the
features of the actual flat(s) must be displayed in a prominent
location in the show flat(s). A solid line should also be
provided on the floor showing conspicuously the exact position
and the identical thickness/width of the respective enclosing or
boundary wall.

For modified show flats, only those walls the removal of which
do not require the prior approval of BD could be removed.

All doors should be provided in unmodified show flats. As for
modified show flats, only those doors the removal of which do
not require BD’s prior approval could be removed.

Visitors should be allowed to take measurements in show flats.
Photo-taking and video-making should be allowed in
unmodified show flats, and developers should not collect
personal particulars of the visitors as a pre-condition for
photo-taking and video-making.

Any type of three dimensional setting which aims to display the
completed flats in part or in totality will be regarded as *“show
flats” and must comply with all requirements on show flats.

If furniture is shown on the floor plans of an individual unit in

the developer’s website, they must be drawn to scale with
dimensions, and the scale of the floor plan should be specified.
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(p)

A certificate signed by an authorised person certifying that the
enclosing walls containing the saleable area of the show flat(s)
are in accordance with the current approved building plans must
be deposited with the enforcement agency for record purpose.
The alignment of the enclosing walls containing the saleable area
of the show flat(s) should be indicated on a floor plan duly
signed by an authorized person to be attached to the certificate.
Upon request, the enforcement agency must let the prospective
purchasers inspect the certificate free of charge.

First-hand Completed Flats

9.16

As for first-hand completed flats, the following requirements is

recommended -

(a)

(b)

developers should be required to arrange for the prospective
purchasers to view the particular completed flats they wish to
purchase; or

if (a) above is not practicable, developers should be required to
provide at least one on-site unit for each type of typical units in
the development for viewing. The on-site unit(s) so designated
should comply with the relevant requirements for show flats in
uncompleted first-hand residential properties, namely (g), (h) and
(m) in paragraph 9.15 above.
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Chapter 10

Requirements on Conveyancing Procedures
and Related Matters

10.1  Most prospective buyers of residential properties are not familiar
with the conveyancing procedures and rely to a large extent on the advice
of the estate agents and the documents prepared by the developers/the
estate agents. There is room to enhance consumer protection in the
existing conveyancing procedures.

Existing Practices

Preliminary Agreement for Sale and Purchase (PASP) and Agreement for
Sale and Purchase (ASP)

10.2  Under the existing arrangements for developments under the
Consent Scheme, there is no standard format for the PASP but developers
must include certain provisions stipulated in the Consent Letter issued by
the Lands Department. Developers however, are required to adopt the
standard ASP prepared by LACO of the Lands Department. For
developments outside the Consent Scheme, the Law Society of Hong
Kong (the Law Society) requires solicitors that act for both the vendor
and the purchaser to include certain mandatory clauses in agreements for
uncompleted and completed buildings. It also has a template for PASP.

Conveyancing Practice

10.3 At present, for projects under the Consent Scheme, the ASP
should be signed within five working days after the signing of the PASP,
I.e. the ASP must be signed by the purchaser within three working days
after signing the PASP and by the vendor within a further two working
days thereafter. A purchaser may unilaterally decide not to proceed to
sign an ASP after the signing of the PASP and the cost for such a decision
Is capped at a prescribed percentage of the purchase price (i.e. 10% at
present). The developer, on the other hand, must proceed to sign the
ASP, except where the purchaser who signed the PASP chooses not to
sign the ASP. This provides a de-facto ‘cooling-off’ to the purchaser
who can withdraw from the proposed property transaction within three
working days after signing the PASP.
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Deliberations of the Steering Committee
PASP and ASP

10.4  Members note that there are no standard PASPs for the sale of
first-hand residential properties in the market. As for ASP, there is only
a standard agreement for Consent Scheme projects. For better
protection of consumers, the Steering Committee generally agrees that the
proposed legislation should stipulate certain major provisions as
mandatory provisions in PASP and ASP, and in order to do so, to draw
reference to the existing practices under the Consent Scheme and by the
Law Society. A Member favours the adoption of standard agreements.

Conveyancing Practice

10.5  The Steering Committee has discussed the existing arrangement
under the Consent Scheme where an ASP should be signed within five
working days after the signing of the PASP.  Having considered that
Saturday is regarded as a working day and that some legal firms may not
operate on a full day basis on Saturday, the Steering Committee suggests
that the ASP should be signed within six working days after the signing of
the PASP, i.e., the ASP must be signed by the purchaser within three
working days after signing the PASP and by the vendor within a further
three working days thereafter.

10.6  The Steering Committee has discussed the necessity of setting up
a ‘cooling-off’ arrangement. Members note the particular characteristics
of the residential property market in Hong Kong, including volatility of
the market and the exuberance of speculative activities. Members
acknowledge that a “cooling-off” arrangement which is one-sided, i.e.
only the buying party is entitled to choose not to complete the transaction
at a nominal cost, may encourage speculative activities or purchasers to
make a purchase decision too lightly.

10.7  Having taken into account the above considerations, the Steering
Committee agrees that in order to provide a de facto “cooling-off” period
for potential buyers, the existing arrangement under the Consent Scheme,
whereby a prescribed amount is forfeited at the stage when the potential
buyer does not proceed with the signing of the ASP after the signing of
PASP, should be adopted across the board to all sales of first-hand
residential properties.
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10.8  On the forfeiture amount, Members suggest that it should be a
fixed percentage of the purchase price of the unit. As regards the level
of forfeiture, while the Steering Committee agrees that it should not be
set too low in order to deter abuse by speculators or hasty purchase
decisions by potential buyers, there are different views on the appropriate
level. Members generally find 5% of the purchase price to be an
appropriate level, but a couple of Members consider the level should be
pitched lower at around 3% and one Member favours a higher rate than
5 %.

Recommendations on PASP/ASP and Conveyancing Practices

10.9  The Steering Committee recommends that the proposed
legislation should stipulate the mandatory provisions to be included in the
PASP and ASP for consumer protection. Reference should be drawn as
appropriate to the current practice under the Consent Scheme and by the
Law Society. To safeguard the interest of potential buyers, developers
are not allowed to add provisions to the PASP and ASP which negate the
mandatory provisions.

10.10 The Steering Committee also recommends the following
conveyancing procedures up to the signing of the ASP -

(@) the ASP must be signed by the purchaser within three working
days after signing the PASP and by the vendor within a further
three working days thereafter.

(b) if a purchaser decides not to proceed to sign an ASP within three
working days after the signing of the PASP, he may do so
unilaterally and the cost for such a decision is capped at a
prescribed percentage of the purchase price;

(c) to provide sufficient deterrent to prevent abuse by speculators or
hasty purchase decisions by potential buyers, the prescribed
percentage of forfeiture should be fixed at 5%; and

(d) the developer must proceed to sign the ASP, except where the
purchaser who signed the PASP chooses not to sign the ASP.
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Chapter 11

Requirements on Sales Arrangements

11.1 At present, there are some requirements and guidelines on the
sales arrangements of the sale of first-hand residential properties. For
better consumer protection, it is for consideration whether developers
should be required to comply with certain key requirements relating to
sales arrangements, such as making public the logistics arrangements in
advance.

Existing Practices
Sales and Logistics Arrangements

11.2 At present, developers are required under the Consent Scheme
and the REDA’s guidelines to take all appropriate measures to maintain
order with regard to the sale, and should -

(@ inform the Commissioner of Police not less than seven working
days before the commencement of sale the detailed arrangements
for the sale, including but not limited to, the total number of units
for sale and the date, time and venue(s) of sale;

(b) provide a suitable venue or venues of adequate size as sales
office(s) to accommodate all prospective purchasers taking into
account the number of units to be offered for sale;

(c) employ enough sales staff and/or security staff to deal with the
number of people queuing at any time, whether in usual office
hours or not, so that adequate control of prospective purchasers to
the satisfaction of the Commissioner of Police is enforced at all
times; and

(d) make sure that prospective purchasers leave the venue(s) in an
orderly way after selection of units.

11.3  On the release of sales information, developers are advised to let
the public know the logistics arrangements regarding the flats sales in
advance of the commencement of the sales. Developers are also advised
to adopt a fair registration system for determining the order of priority of
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buyers and to avoid unnecessary queuing. However, these measures are
only set out in the form of general advice to developers, i.e. they are not
requirements under the Consent Scheme or the REDA’s guidelines.

11.4  Generally speaking, under the current arrangements, developers
should not collect deposits prior to the issuance of presale consent and
before the release of the sales brochure and price list. The EAA has
issued a Practice Circular to remind estate agents that they should not
solicit or accept deposit from a prospective purchaser without the
developer’s authorization.

Private Sale and Public Sale

11.5 All sales of first-hand uncompleted residential properties,
whether they are called “private sale” or “public sale”, have to comply
with the requirements of the Consent Scheme and the REDA’s guidelines
as appropriate, including the requirements on sales brochures, price lists,
disclosure of transaction information, show flats, advertisements, etc. In
other words, there is no material difference between the sales practice in
respect of “private sale” and “public sale”.

Deliberations of the Steering Committee
Logistics Arrangements for Sale

11.6  For higher transparency, the Steering Committee considers that
developers should be required to make public certain key information
relating to logistics arrangements in advance. This includes the date and
time for the commencement of sales; the sales venue(s); the particulars of
the units that will be offered for sale; and the method to be used to
determine the order of priority of buyers.

Collection of Money in connection with Reservation of Units

11.7  The Steering Committee notes that at present there are no clear
guidelines regulating the collection of money in connection with the
reservation of units before the signing of the PASP. Members consider
such collection of money should be regulated.

11.8  Members have deliberated on whether collection of all forms of
money should be disallowed prior to the signing of the PASP, on the
grounds that the signing of PASP is a step confirming commitment to the
purchase. Members note that this option would be overly rigid, and may
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cause inconvenience to prospective buyers as it would require their
physical presence at that point in order to reserve the units that they wish
to buy.

11.9  Members accept that there should be a specified cut-off date in
the legislation before collection of money in connection with the
reservation of units should be allowed. Some Members favour tighter
control and prefer using the date of commencement of sale as the cut-off
point. Other Members, however, consider that the date of issuance of
the price list should be more appropriate.  After deliberation, the
Steering Committee generally agrees that the specified cut-off date
should not be prior to the issuance of the price list.  As regards the exact
time point, Members consider that both options (i.e. “issuance of price
list” or “commencement of sale”) should be included in the Steering
Committee report for consideration.

The Order at Sales Offices

11.10 The Steering Committee considers that apart from requiring
developers to inform the Police and the related authorities before the
commencement of sale, other logistics details such as crowd control, size
of the sales venues, employment of enough staff, etc., should be left to
the enforcement agency to handle and to issue practice guidelines as
appropriate. Members consider this approach would be more flexible
and would enable the enforcement agency to respond to actual situations
rapidly and to make changes in a timely manner to respond to new
circumstances as they arise.

Private Sale and Public Sale

11.11 The Steering Committee notes that there is no material difference
between the sales practices in respect of “private sale” and “public sale”
at present since all sales of first-hand uncompleted residential properties,
whether they are called “private sale” or “public sale”, have to comply
with the requirements of the Consent Scheme and REDA’s guidelines as
appropriate. In future, the situation would be the same since all types of
sale would be subject to the same set of requirements under the proposed
legislation. Having regard to these considerations, the Steering
Committee considers there is no need to distinguish the use of terms like
“private sale” and “public sale” under the proposed legislation.
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Recommendations on Sales Arrangements

11.12 The Steering Committee recommends the following sales
arrangements -

(a)

(b)

(©)

(d)

developers should make public the following information at the
sales offices and on its website at least three calendar days before
the commencement of the sales —

(i) the exact date and time for the commencement of sales;
(ii) the sales venues;

(iii) the total number and the particulars of the units that will be
offered for sale; and

(iv) the method to be used to determine the order of priority of
buyers (e.g. first-come-first-served, by ballot, etc.).

no money in connection with the reservation of units should be
accepted by developers/estate agents before a specified date.
The Steering Committee recommends that this could either be
the date of (i) the issuance of price list, or (ii) the commencement
of sale;

developers must inform the Police, the EAA and the enforcement
agency not less than seven working days prior to the
commencement of flat sale the arrangements for the sale,
including the total number of units for sale and the date, time and
venue(s) ; and

the enforcement agency should be tasked to issue guidelines on
the maintenance of sales order at the sales offices and its vicinity
as appropriate.

11.13 The Steering Committee also recommends that for the purpose of
the future legislation, there is no need to distinguish the use of terms like
“private sale” and “public sale”.
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Chapter 12

Prohibition of Misrepresentation and Dissemination of False or
Misleading Information

12.1  From time to time there has been public concern about
misrepresentation and the dissemination of misleading or false
information in respect of property sales. To address the concern, there
have been suggestions that specific provisions prohibiting
misrepresentation and dissemination of misleading or false information in
respect of the sale of first-hand residential properties should be
introduced in the proposed legislation with a view to further protecting
the purchasers’ interests.

Existing Practice

12.2  To ensure consumers have access to accurate and comprehensive
property information, developers are at present required under the
Consent Scheme or the REDA’s guidelines to provide certain information,
including property information and transaction information, to
prospective purchasers. For example, according to the requirements of
the Consent Scheme, developers are required to provide -certain
information in the sales brochure and the mandatory information so
provided must be accurate as at the time of printing of the sales brochure.

12.3 At present, there are various pieces of legislation regulating
misrepresentation or fraudulent acts which mislead the market. These
include the Theft Ordinance (Cap. 210) and Misrepresentation Ordinance
(Cap. 284). If fraudulent acts are employed to deceive buyers in the
process of a property transaction, prosecution action against breaches of
the law may be taken in accordance with the Theft Ordinance. Claims
for damages may be dealt with through civil proceedings by invoking the
Misrepresentation Ordinance. A buyer has the right to seek litigation
and claim damages if he considers that inaccurate information is involved
in the course of a property transaction and that he has been induced to
enter into a contract as a result of misrepresentation. Also, under the
common law, where a misrepresentation amounts to fraud, the person
concerned may be required to compensate victims of that fraud.
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Deliberations of the Steering Committee

12.4  The Steering Committee considers provisions should be included
in the new legislation to prohibit misrepresentation and to deter the
dissemination of inaccurate and incomplete information relating to the
sale of first-hand residential properties. To this end, reference has been
made to the relevant provisions of the Trade Descriptions Ordinance
(Cap. 362) and the Securities and Futures Ordinance (Cap. 571). Taking
into account that it would be very difficult to list out in law the specific
circumstances which amount to misrepresentation or dissemination of
inaccurate and incomplete information, Members are of the view that
some general provisions prohibiting such behaviors would be appropriate.
Those who contravene these prohibition provisions may be subject to
criminal sanctions and/or be held liable for civil damages.

Recommendations on Prohibition of Misrepresentation and
Dissemination of False or Misleading Information

12.5  The Steering Committee recommends that provisions along the
following line be included into the proposed legislation -

Criminal Sanctions

(@) It is an offence to make any fraudulent misrepresentation or
reckless misrepresentation for the purpose of inducing property
transactions; and

(b) It is an offence to disclose, circulate or disseminate false or
misleading information inducing property transactions.

Civil Liabilities

(c) A person who contravenes (a) or (b) above shall be liable to pay
compensation by way of damages to the other person for any
pecuniary loss sustained as a result of the offences in (a) or (b)
above.
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Chapter 13

Exemption Arrangements under Specific Circumstances

13.1  As discussed in Chapter 3, the Steering Committee recommends
that the proposed legislation should apply to all sales of first-hand
completed and uncompleted residential properties. That said, Members
agree that certain requirements on sales brochure, price list and show flats
may not be applicable or necessary under specific circumstances. This
chapter sets out the Steering Committee’s recommendations on
exemption arrangements.

Deliberations of the Steering Committee
Units Sold to Existing Tenants

13.2  Upon the completion of a development, the developer may
choose to lease out the units rather than put them on the market for public
sale in the first instance. After some time, the developer may put these
units on sale, and the prospective purchasers may be the existing tenants
of the units. The Steering Committee considers that if the prospective
buyer is the existing occupant of the unit, some requirements applicable
to first-hand completed residential properties may not be necessary.

13.3  The Steering Committee proposes that if a first-hand completed
flat is sold to an existing tenant who has continuously rented the unit for
at least a prescribed period, and upon the written agreement of the
prospective buyer (i.e. the existing tenant) to waive the requirements
relating to the provision of sales brochure and issuing of price list, the
developer could be exempted from such requirements. That said,
developers are required to provide a Vendor’s Information Form (VIF)®.
A VIF template is at Annex L. They are also required to disclose
transaction information using the standardized template according to the
disclosure requirement.

% The VIF or its equivalent has been proposed or is already in place in a number of overseas
jurisdictions, such as England, Idaho and Virginia in the USA and Ontario in Canada.

- 62 -



13.4  Members have discussed the duration of the prescribed period.
It is agreed that the period should not be too short otherwise it may create
a loophole in the proposed legislation whereby a developer may lease out
the units for a while with the sole intention of circumventing the
requirements on the sales brochure and price lists. The Steering
Committee generally agrees that a period of one year is appropriate®”.

“Left-over” Flats

13.5  “Left-over” flats mean those flats which were first marketed
when uncompleted but are left unsold after issue of the CC, CA or OP,
thus becoming completed flats. These completed units are usually
offered for sale by developers in much the same way as before their
completion. The Steering Committee notes that requiring developers to
provide another sales brochure to prospective purchasers for the sale of
these “left-over” flats may be unnecessarily onerous bearing in mind that
prospective purchasers should be able to conduct site visits to examine
the units they wish to purchase as they are now completed.

13.6  To strike a balance between the need to provide comprehensive
and accurate information to prospective purchasers and not burdening
developers with unnecessary and duplication of work, Members
recommend that for the sale of “left-over” flats, it is sufficient for the
developers to make available the latest version of the sales brochure, plus
a VIF to provide some essential and up-to-date information.

Atypical Units with Existing Tenancies

13.7  The Steering Committee has endorsed the following
requirements in respect of the provision of on-site units as show flats in
the case of first-hand completed residential properties —

(@) developers should be required to arrange the prospective
purchasers to view the particular completed flats they wish to
purchase; or

(b) if (a) is not practicable, developers should be required to
provide at least one on-site unit for each type of typical units in
the development for viewing.  The on-site unit(s) so
designated should comply with the relevant requirements for
show flats in first-hand uncompleted residential properties.

¥ The usual term for a residential tenancy is two-year with one year fixed and one year
optional.
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13.8  Members note that if the unit to be sold is an atypical unit subject
to an existing tenancy, it would be difficult for developers to provide a
show flat of the same type of unit, if on-site viewing cannot be arranged.

13.9 To address the aforesaid potential practical difficulty, the
Steering Committee recommends that, as long as the purchaser has signed
a waiver document to forfeit his/her right to inspect the on-site unit, the
requirement for the developer to provide an on-site unit as show flat
could be waived. This exemption arrangement should only apply to the
sale of an atypical unit which is unique in the development and when
there are sitting tenants residing in it, rendering arrangement for viewing
of the unit concerned by prospective purchasers not practicable at times.

Developments Sold on an “En Bloc™ Basis Under a Single Transaction

13.10 First-hand uncompleted residential properties sold on an “en
bloc” basis under a single transaction are exempted from the requirements
on sales brochure, price list and show flat under the existing arrangement.
Exemptions are granted on the grounds that the prospective purchasers
using such transaction methods are not individual flat buyers. The
Steering Committee recommends that such exemptions should be
similarly granted to *“en bloc” sales of first-hand completed residential
properties. That said, the developers will still be required to make
public the transaction information on an aggregate basis as in the case of
uncompleted first-hand residential properties. In addition, when the
properties are later put on sale to individual flat buyers in the market, the
owner must observe all the requirements under the proposed legislation.

The Sale of ““Houses”

13.11 The sale of “houses” so categorized in the DMC is exempted
from the requirement on the minimum number of units to be disclosed in
price lists under the existing arrangement applicable to first-hand
uncompleted residential properties. Such exemption is granted on the
basis that this type of projects is normally limited in number and has a
specific group of customers.

13.12 Having regard to the growing trend for the building of houses in
developments, in particular in the New Territories, and that the potential
buyers of houses are no longer confined to a specific sector in the
community, the Steering Committee recommends that the sale of
first-hand houses, whether completed or uncompleted, should be subject
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to the same requirements as the sale of first-hand residential apartments
under the proposed legislation.  The Steering Committee also
recommends that consideration be given to exempt the sale of just one
single first-hand house by private individuals®, but care should be taken
at the drafting stage not to create a loophole in the proposed legislation.

Developments Sold by Way of Auction or Tender

13.13 First-hand uncompleted residential properties sold by way of
auction or tender are exempted from the requirements on sales brochure
and price list under the existing arrangement.

13.14 The Steering Committee notes that it is not common for
developers to sell first-hand residential properties, whether completed or
uncompleted, by way of auction or tender. However, granting exemptions
under the proposed legislation may create a loophole. After deliberation,
Members agree that developments sold by way of auction or tender,
whether completed or uncompleted, should comply with the requirements
on sales brochure, show flats* and disclosure of transaction information.
The requirements on “provision of price lists” and “minimum number of
units disclosed in each price list” are however not applicable due to the
nature of auctions and tenders.

Recommendations on Exemption Arrangements

13.15 The Steering Committee recommends that exemption from
certain requirements of the legislation should be granted under the
following circumstances -

(@) Units sold to existing tenants who have continuously rented the
units for at least a prescribed period;

(b) Left-over flats;
(c) Atypical units with existing tenancies; and

(d) Developments sold on an “en bloc” basis under a single
transaction.

35
36

Please refer to paragraph 3.11 for details.
In the case of first-hand uncompleted residential properties, if the developers choose not
to provide show flats, the requirements on show flats would not be applicable.
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The sale of first-hand houses and the sale of first-hand residential
properties by way of auction or tender should not be exempted.

13.16 A table summarizing the Steering Committee’s recommendations
on exemption arrangements is at Annex M.

- 66 -



Chapter 14

Prosecution Time Limit and Penalty Proposals

14.1 The new legislation sets out specific requirements on the
provision of key information in the form of sales brochures, price lists,
show flats and transaction data, etc. to protect purchasers of first-hand
residential properties. There is a need to set out clearly the time limit
for prosecution and the types and levels of penalties for breaches of the
requirements. The penalties should be fixed at appropriate levels to
serve as an effective deterrent.

Deliberations of the Steering Committee
Time Limit for Prosecution of Offences

14.2  If no prosecution time limit is proposed in the new legislation,
section 26 of the Magistrates Ordinance (Cap. 227) which specifies that -

“In any case of an offence, other than an indictable offence,
where no time is limited by any enactment for making any
complaint or laying any information in respect of such offence,
such complaint shall be made or such information laid within six
months from the time when the matter of such complaint or
information respectively arose.”

would apply to non-indictable offences® in the proposed legislation.
Members consider it necessary to extend the time limit for prosecuting
non-indictable offences under the new legislation.

14.3  Members note that there are two usual trigger points for the
prosecution period in our laws. The first refers to “the date of
commission of the offence”® and the time limit for prosecution is
normally three years. The second relies on “the date of discovery of the

8 Such offences are minor and regulatory in nature. Examples in the proposed new

legislation include failure to deposit sales brochures with the relevant authorities, failure
to make available copies of DMC at the sales office for free inspection by prospective
purchasers, etc.

“The date of commission of the offence” as a trigger point comes in as it is considered not
appropriate to leave an alleged non-compliant act, which is minor and regulatory in nature,
hanging around indefinitely and to be pursued at any time.

38

67



offence” and one year is the usual time limit®.
14.4  Having regard to the nature of the offences, the majority of the
Members consider that there should be a single trigger point with
reference to “the date of commission of the offence” and that the time
limit should be set at three years, though one Member proposes both
trigger points should be adopted (whichever is the earlier). Members
note that the proposed prosecution time limit only applies to summary
offences under the new legislation and indictable offences triable
summarily in the Magistrates’ Court will not be subject to this time
constraint.
Types of Penalties
14,5  With respect to the requirements stipulated in the legislation, the
Steering Committee acknowledges the need for penalties in the following
areas —

(e) requirements on sales brochures;

(f) requirements on price lists;

(g) requirements on disclosure of transaction information;

(h) requirements on show flats;

(i) requirements relating to advertisements;

(J) prohibition of “Misrepresentation” and “Dissemination of False
or Misleading Information”;

(k) obstruction of authorized officers;

() inclusion of mandatory clauses in PASP and ASP;
(m) entering into formal sale and purchase;

(n) sales arrangements; and

(o) maintenance of order at the sales offices.

¥ The imposed time limit is to ensure speedy investigation and prosecution of the offence
once it has been discovered.
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14.6  The Steering Committee endorses the following broad principles
in determining types of penalty in the proposed legislation—

(a) offences that are minor and regulatory in nature, such as a failure
to provide building plans for free public inspection, and failure to
deposit sales brochures with specified authorities within the
required timeframe be tried only summarily;

(b) offences the commission of which may directly affect and
potentially bring financial loss to prospective purchasers, such as
failure to provide some mandatory information in sales brochures
and disclosure of transaction information, be tried only
summarily but more severe penalties such as imprisonment terms
and fines as compared with mere fines in (a) above should be
imposed; and

(c) offences of a serious nature including misrepresentation and
dissemination of false or misleading information; and obstruction
to authorized officers in the exercise of the powers conferred by
the proposed legislation, a heavy fine plus imprisonment should
be set as the maximum penalty as a deterrent.

14.7 Based on the above principles, Members of the Steering
Committee in general agree with the penalty proposals as tabulated at
Annex N, but one Member has different views. That Member suggests
lowering the penalty levels of a number of offences. In addition, the
Member is of the view that a criminal penalty should only be imposed
where there is an element of dishonesty or recklessness, and that it is
inappropriate to criminalize the non-compliance with minor offences such
as failure to provide plans for free public inspection and informing the
relevant organizations of sales arrangements.

14.8  Members acknowledge that the list of penalty proposals need to
be carefully deliberated at the drafting stage of the legislation to ensure
there is no duplication of offences for the same acts.

Liability of Officers of Corporations for Offences by Corporations
14.9  With reference to the Securities and Futures Ordinance and the
Trade Descriptions Ordinance, the Steering Committee generally agrees

to draw the penalty proposals along the line that where it is proved that
the commission of an offence by a corporation was aided, abetted, or
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committed with the consent of any officer of the corporation, that person,
as well as the corporation, is guilty of the offence and is liable to be
punished accordingly. For the purpose of this liability, “officer” means
“director, manager, secretary or other similar officer of the body
corporate.” One Member suggests making reference also to the relevant
provisions in the Criminal Procedure Ordinance (Cap. 221).

Defence Provisions

14.10 The Steering Committee considers there should be appropriate
defence provisions such as the general defence of “due diligence”
available for a person charged under the proposed legislation.

Recommendations on Prosecution Time Limit and Penalty Proposals

14.11 In respect of the time limit for prosecution of offences, the
Steering Committee recommends that:

“No prosecution for an offence under this Ordinance shall be
brought after the expiration of 3 years from the date of
commission of the offence.”

The proposed prosecution time limit is applicable to summary offences
only and indictable offences triable summarily in the Magistrates’ Court
will not be subject to this time constraint.

14.12 In respect of the types and levels of penalties for offences, the
recommendations of the Steering Committee are at Annex N.  Members
note that this list needs to be carefully considered at the drafting stage of
the legislation to ensure that there is no duplication of offences for the
same acts.

14.13 In respect of the liability of officers of corporations for offences
by corporations, the Steering Committee proposes that the relevant
provisions in the legislation should be drafted along the following line -

“Where it is proved that the commission of an offence by a
corporation was aided, abetted, or committed with the consent of
a person who, at the time of the commission of the offence, was a
director, manager, secretary or other similar officer of the body
corporate, or any person who was purporting to act in any such
capacity, that person, as well as the corporation, is guilty of the
offence and is liable to be punished accordingly.”
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14.14 The Steering Committee considers that there should be
appropriate defence provisions such as the general defence of “due
diligence” available for a person charged under the proposed legislation.
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Chapter 15

Enforcement Agency

15.1 The proposed legislation will set out various requirements
relating to the sale of first-hand residential properties which include the
mandatory provision of sales brochures, price lists and transaction
information in accordance with the specified timeframe and in the format
as prescribed, compliance with requirements on advertisements, show
flats (if provided) and the sales arrangements, and the inclusion of
mandatory provisions in PASP and ASP . There is a need to establish a
new and dedicated enforcement agency to ensure developers and the
relevant parties will comply with the stipulated requirements.

Deliberations of the Steering Committee

Key Functions

15.2 To effectively enforce the new legislation, the Steering
Committee endorses the following key functions for the new agency -

(@) Monitor the sales of first-hand residential properties, including
keeping track of the timely release of sales brochures and price
lists and the updating of transaction information for individual
developments, and conducting visits to show flats;

(b) Handle complaints and undertake investigations as appropriate
including the collection of evidence as required for the purpose of
any follow-up actions;

(c) Issue practice guidelines;

(d) Maintain data and statistics; and

(e) Carry out public education.
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Proposed Setup

15.3  Members note that the setting up of the enforcement agency
within the Government structure would take about 12 months, whilst a
statutory body would take around 18 months, from the enactment of the
legislation to the establishment of the enforcement agency. During
deliberations, some Members noted that an independent statutory body
had certain merits, for example, there would be a more stable setup as
senior officers in Government departments would be posted out from
time to time. However, Members acknowledge that the establishment of
the enforcement agency within the Government structure would involve
simpler procedures and require shorter time. Moreover, the enforcement
agency would be able to leverage on the resources of other departments.

15.4  To facilitate early implementation of the legislation and in order
to maximize the use of public resources, the Steering Committee agrees
that the new enforcement agency should be established within the
Government structure. At the same time, the Steering Committee
considers that the Administration should keep open the option of
transforming the enforcement agency at an appropriate time into a
statutory body.

15.5 In the light of the functions to be performed by the enforcement
agency, Members agree that expertise required from staff will include
legal knowledge (with particular reference to conveyancing matters),
buildings matters and estate surveying. The enforcement agency should
thus comprise a multi-disciplinary team with professional knowledge and
experience in various relevant fields, to be supported by administrative
and clerical staff. Furthermore, given the importance of the enforcement
agency, it should be headed by a senior directorate grade officer.

Source of Funding

15.6  Since the proposed regulatory regime for the sale of first-hand
residential properties is not premised on a licensing system and will not
provide income-generating services, the Steering Committee recommends
that the new enforcement agency be fully funded by Government
revenue.
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Recommendations on Enforcement Agency

15.7 The Steering Committee recommends to establish the new
enforcement agency under the Housing Branch of the Transport and
Housing Bureau to expedite the implementation of the new legislation.
The enforcement agency is to discharge key functions as stipulated at
paragraph 15.2 above. The Steering Committee also recommends that
the Administration should keep open the option of transforming the
enforcement agency into a statutory body at an appropriate time.
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Chapter 16

The Establishment of an Online Property Information Platform
for First-hand Private Residential Property Market

16.1 At present, the general public has to obtain information relating
to the private residential property market from different sources,
including the websites maintained by developers and various Government
bureaux/departments. To enhance market transparency and to facilitate
easy access to information on the private residential property market,
there has been a suggestion to establish an online centralized property
information platform providing comprehensive property market
information regarding first-hand private residential properties in Hong
Kong.

Existing Practice

16.2 At present, the general public obtain information on new
residential developments via the developers’ websites. According to the
Consent Scheme and the REDA’s guidelines, developers are required to
upload the sales brochure, the price list(s), as well as the Register for
disclosure of transaction information onto their websites for the reference
of the public.

16.3  Beyond this, the public can gain access to general information
relating to the private residential property market from various other
sources. For example, information on the overall private housing supply
in the primary market is provided by THB; statistics on price indices and
rental indices are provided by the RVD; information on private residential
property transaction is available on the website of Land Registry (LR);
and statistics relating to completion of private residential properties are
provided by BD. The public can also access websites maintained by some
estate agency companies providing statistics on property transactions
arranged via them.

Deliberations of the Steering Committee
16.4  The Steering Committee notes that the information on the market

currently available for public consumption is not centralized. A normal
buyer lacking in experience in purchasing flats may find it difficult and
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time consuming to extract the relevant property information from the
various different sources.

16.5 The Steering Committee considers the establishment of an online
centralized property information platform which provides up-to-date
information on the first-hand private residential market would help
enhance the transparency and clarity of property information, and
facilitate prospective buyers to make informed decisions. By pulling
together the relevant information provided by various government
bureaux/departments and the data provided by developers on the sales of
different first-hand residential developments in the form of a centralized
platform, prospective purchasers would be able to gain access to the
property information in a single website.

Recommendations on the Establishment of an Online Property
Information Platform

16.6  The Steering Committee proposes the establishment of an online
centralized property information platform providing property market
information regarding first-hand private residential properties in Hong
Kong. It is proposed that such an information platform be established
by the Government or an outside agency engaged by the Government by
utilizing property information that will be supplied by developers under
the proposed legislation and also by pulling together the existing
information  currently scattered among different Government
bureaux/departments. Initially, the platform should provide the
following types of information:

(@) information on the sales of first-hand residential developments
including the sales brochures, price lists and transaction
information as disclosed in the Register. The property
information will be maintained at the online platform until one
calendar month after the assignment of the last unit of the
development being offered for sale is registered with the Land
Registry; and

(b) general information and statistics on the private residential
property market currently provided by different government
bureaux/departments such as THB, RVD, LR and BD.
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16.7  To ensure the timely provision of the information to the public,
Members recommend that developers should be required by law to
provide sales brochures, price lists and transaction information in hard
and soft copy format to the designated body which will develop and
administer the platform. Failure to provide the requisite information to
the designated body will constitute an offence.
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Chapter 17

Conclusion

17.1  Enhancing consumer protection by way of increasing market
transparency and ensuring the provision of accurate property information
Is the key objective of the proposed legislation to regulate the sale of
first-hand residential properties. The Steering Committee believes that
the provision of clear and accurate property information is most important
to help prospective purchasers to make an informed decision.

17.2  In the course of coming up with the recommendations set out in
this Report, the Steering Committee has made reference to the existing
arrangements under the Consent Scheme and the REDA’s guidelines. For
background reference, the Steering Committee has also taken note of the
sales practices in selected overseas jurisdictions. At the same time,
Members have given full regard to the particular characteristics of the
local property market.

17.3  The Steering Committee has carefully considered the scope and
type of requirements which should be covered in the proposed legislation.
For procedural or logistical requirements such as the maintenance of
order at the sales offices, the Steering Committee is of the view that they
should be set out in the form of administrative guidelines to be issued by
the enforcement agency. This approach is more flexible and would enable
the enforcement agency to give speedy responses to changes in
circumstances as they arise. Key and important requirements, such as
the provision of sales brochures, price lists and transaction information,
should be stipulated in the legislation.

17.4  The purchase of a flat is a major undertaking for most Hong
Kong people. Given that the developers and individual buyers are not
on an equal footing where the former is always in a much stronger
position vis-a-vis the latter, the Steering Committee concludes that it is
paramount for the Government to regulate the sale of first-hand
residential properties in Hong Kong by way of legislation to ensure that
consumers’ interest can be better protected.  That said, the Steering
Committee recognizes that the regulatory measures should not be overly
rigid and should provide developers with a degree of flexibility to
respond to changing market conditions. The Steering Committee
believes that the recommendations in this Report have struck an
appropriate balance and urges the Government to move ahead quickly to

- 78 -



enact the necessary legislation to bring this new regulatory framework
into being.
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Requirements on Sales Brochures Under the Consent Scheme
Extract from LACO CM 63

[Note: This is an extract of LACO CM 63. For full version, please refer to the

website of the Lands Department.]

General Requirements

All information as required under the Lands Department Consent Scheme and the
consent letter issued to the developer to enter into agreements for sale and purchase
must be contained in one booklet entitled “sales brochure” (which Chinese
translation should be “ %@?ﬁﬂﬂ%} ”).  Any other booklet (e.g. promotional
materials) made available to prospective purchasers must not be called “sales
brochure” or * F'% %EFIEJ?{”.

The sales brochure must not contain any promotional material or artist impression
picture or graphic, but may contain a one-page to-scale close-up picture showing
the outer appearance or building elevation of the development endorsed by the
authorized person registered with the Building Authority for the development
(“Authorized Person”).

The sales brochure must begin with the information following the sequence as far
as possible as set out in Appendix | before presenting other information.

The sales brochure must not contain any statement to the effect that the Agreement
for Sale and Purchase or the Deed of Mutual Covenant or the Sub-Deed of Mutual
Covenant (if any) or any other aspect of the development is subject to the Lands
Department Consent Scheme or has been approved by the Director of Lands.

The sales brochure must state the date of its printing.

The sales brochure must be provided in both English and Chinese, with a statement
in both English and Chinese that “where there is discrepancy in meaning between
the English and Chinese versions, the English version shall prevail” “f[ 14t ¥ 45 7%

YIE IR > IS BYE

Annex B



B. Information In the Sales Brochure

The sales brochure must include at least the following information, which must be
accurate at the time of printing the sales brochure:-

1. Basic Information of the Development

(@) Description of the development, including but not limited to:-

(b)

(i) the postal address of the development as confirmed with the
Commissioner of Rating and Valuation;

(if)  (where the development comprises multi-storeyed building(s)) the total
number of storeys of each tower in the development and the floor
numbering of the development as set out in the approved form of Deed
of Mutual Covenant or Sub-Deed of Mutual Covenant (if any)
(collectively “DMC™), including any omitted floor numbering and
refuge floors; and

(iii) (where the development comprises houses) the total number of houses
and the house numbering of the development as set out in the DMC,

including any omitted house numbering.

Information on the developer, authorized person, contractor, solicitors firm,
mortgagee bank, financier, etc. including the names of:-

(i) the developer, its parent or holding company;

(ii) the Authorized Person and the professional firm to which the
Authorized Person belongs;

(iii) the main superstructure contractor for the development registered with
the Building Authority;

(iv) the solicitors firm representing the developer in the sale of units in the
development;

(v) the mortgagee bank (if any) financing the construction of the
development under a building mortgage;



(vi) the bank which has given an undertaking to provide finance to complete
the development (if any); and

(vii) the financier which had provided loans to finance the development (if
any),

and any personal or financial relationship of the Authorized Person and the
partner of the solicitors firm with the developer, its parent or holding
company and the main superstructure contractor.

[NOTE: If there are any subsequent changes to the persons or the
relationships disclosed, amendments to the sales brochure must be made
immediately and the Director of Lands must be informed of the changes
within 3 working days.]

(c) Information on the anticipated completion date of the development.

2. Design of the Development and Property Management

(@ Information on the design of the development, including but not limited to
whether there are any non-structural prefabricated external walls or curtain
walls forming part of the enclosing walls and if so:-

(i) the range of thickness of the non-structural prefabricated external walls
of each block and the total area of the non-structural prefabricated

external walls of each unit; and

(if) the range of thickness of the curtain walls of each block and the total area
of the curtain walls of each unit.

(b) Information on the identity of the intended manager (if known).

3. Location Plan of the Development

Location Plan which must be at least 16cm long and 16cm wide with the font size
of the related legends being at least 10, showing:-

(@) the location of the development and the names of the nearby streets; and



(b) the communal facilities and prominent environmental features within 250m
from the boundary of the whole development (but not individual phases of
the development), including but not Ilimited to the communal
facilities/environmental features set out in the list at Appendix II;

and all pictorial presentations must be drawn to scale.

Relevant Outline Zoning Plan

Relevant Outline Zoning Plan which must be at least 16cm long and 16cm wide
with the font size of the related legends being at least 10, showing the existing and
proposed uses of land within 500m from the whole development (but not
individual phases of the development).

[NOTE: Sufficient copies of the relevant Outline Zoning Plan must be deposited
in the sale office(s) for inspection by prospective purchasers free of charge.]

Master Layout Plan of the Development

Master Layout Plan which must be drawn to scale (with the scale used marked on
the plan), showing the location and layouts of the building(s), open areas, facilities
and undeveloped land (with the intended use) within the boundary of the
development and setting out the expected completion date of the building(s) and
facilities.

Floor Plans

Floor Plans of typical and non-typical floors (with the scale used marked on the
plans), showing all principal external dimensions of the residential units, the
external dimensions of individual compartments in each residential unit and the
floor-to-floor height of the residential units in accordance with the latest building
plan(s) approved by the Building Authority, with a note informing prospective
purchasers that the internal areas of the residential units on the upper floors will
generally be slightly larger than the lower floors due to the reducing thickness of
the structural walls on the upper floors. If there are special fittings/features
affecting the enjoyment of a residential unit (e.g. exposed pipes), the location of
such special fittings/features must be specified.

[NOTE: Sufficient copies of the building plans approved by the Building
Authority must be deposited in the sales office(s) for inspection by prospective
purchasers free of charge.]



7. Area Schedule of Units

Information on the saleable area, unit covered area, gross floor area and other
areas of each unit in the format at Appendix I11(A) or Appendix I11(B).

8.  Floor Plan of the Carpark

(a)

(b)

Floor Plan(s) showing the location of the parking spaces (if any).

Information on the number, dimensions and area of the parking space (if
any).

9. Salient Points of Deed of Mutual Covenant (DMC)

Salient points of the DMC including:-

(a)

(b)

(©)

(d)

(€)

(f)

(9)

common parts;

undivided shares;

terms of appointment of manager;

principle/basis of fixing management fee;

apportionment of management expenses;

management fee deposit;

retained areas (if any),

with a note informing prospective purchasers that a full script of the DMC is

available for inspection upon request, free of charge.

[NOTE: Sufficient copies of the DMC must be deposited in the sales office(s) for
inspection by prospective purchasers free of charge.]



10.

11.

Salient Points of Land Grant Conditions

Salient points of the relevant land grant (“Land Grant Conditions”), including:-

(@ lot number;

(b) lease term;

(c) user restriction;

(d) Government, institutional or community facilities (“GIC” facilities™), public
open space and public facilities to be constructed;

(e) obligations to construct or maintain structures or landscape inside or outside
the boundary of the development;

() onerous lease conditions (if any) which would affect purchasers’ usual legal
rights.

[NOTE: Sufficient copies of the Land Grant Conditions must be deposited in the
sales office(s) for inspection by prospective purchasers free of charge.]

Government, Institutional or Community Facilities, Public Open Space and Public

Facilities

(@ Information in a separate section, in larger prints, on the GIC facilities,
public open space and public facilities (if any), including:-

(i) the area (in figures) of the public open space;
(if) adescription of the GIC facilities and the public facilities.
(b) Prominent statements illustrating the fact (as the case may be):-
(i) that the public have the right to enter into and use the public open

space and the public facilities freely and without payment of any
nature;



12.

(©)

(d)

(if) that the public open space and the public facilities are to be managed,
operated and maintained at the expense of the owners and that the
owners will have to meet a proportion of the expense of managing,
operating and maintaining such public open space and public facilities
in any management expenses apportioned to their units.

Plan(s) showing the location of all GIC facilities, public open space and (if
possible) public facilities, which must be coloured or shaded in the same
colour, format or pattern (if applicable) as stipulated in the Land Grant
Conditions.

Relevant terms of the Land Grant Conditions, the DMC and the Deed of
Dedication (if applicable) concerning the GIC facilities, the public open
space and the public facilities.

Matters relating to Preliminary Agreement for Sale and Purchase

Information concerning the preliminary agreements for sale and purchase
(“PASP™), including prominent statements that:-

(@)

(b)

(©)

(d)

the preliminary deposit payable on the signing of a PASP is an amount
equivalent to 10% of the purchase price of the residential unit (and any
parking space);

the preliminary deposits paid by purchasers on the signing of the PASPs will
be encashed and the proceeds held by the stakeholders;

if the purchaser under the PASP does not, for any reason, sign the Agreement
for Sale and Purchase (“ASP”), the developer has the right to keep the
preliminary deposit paid by him which is an amount equivalent to 10% of
the purchase price; and

the purchaser under the ASP is required to agree with the developer in the
ASP to the effect that other than entering into a mortgage or charge, he will
not nominate any person to take up the Assignment, sub-sell the residential
unit (and any parking space) or transfer the benefit of the ASP in any manner
whatsoever or enter into any agreement so to do before completion of the
sale and purchase and execution of the Assignment.



13.

14.

15.

16.

17.

18.

Notes to Purchasers of First-hand Residential Properties

Full script of the most updated version of the “Notes to Purchasers of First-hand
Residential Properties” jointly published by the Estate Agents Authority and the
Consumer Council.

Warning to Purchasers

“Warning to Purchasers” notice prescribed in Forms Al and A2 (both for Consent
Scheme) contained in Practice Direction 12 of Chapter 24 Section A of The Hong
Kong Solicitors’ Guide to Professional Conduct (Molume 2) issued by The Law
Society of Hong Kong.

Definitions of “Saleable Area” and “Other Areas”

Definitions of “Saleable Area” (which Chinese translation must be “gf* | ##")
and “Other Areas” (both as defined in Appendix 1V).

Fittings and Finishes

Description of fittings and finishes as set out in the recommended list at Appendix
V.

Cancellation Agreement

Prominent statement that in the event of the developer, at the request of the
purchaser, agreeing (at his own discretion) to cancel the ASP or the obligations of
the purchaser thereunder, the developer will keep the sum of 10% of the total
purchase price of the residential unit (and any parking space) in addition to
payment by the purchaser of all legal costs, charges or disbursements (including
stamp duty, if any) in connection with the cancellation of the sale and purchase.

Government Rent

Note to purchasers that the developer will pay/has paid all outstanding
Government rent in respect of the lot from the date of the Land Grant Conditions
up to and including the date of the respective assignments.



19.

20.

21.

22.

23.

Miscellaneous Payments upon Delivery of Unit

Prominent statement on purchasers’ obligation to pay debris removal fee and to
reimburse the developer for water/electricity/gas deposit, even though the exact
amount is unknown.

Defects Liability Warranty Period

Information on the duration of the defects liability warranty period in respect of
which the developer must remedy all defects to the unit and the fittings and
finishes in accordance with the approved form of ASP.

Maintenance of Slopes

If the Land Grant Conditions require the owners to maintain at their expense any
slopes within and/or outside the lot:-

(@) note to prospective purchasers informing them of the requirement and that
under the DMC the manager is to be given full authority by all the owners to
carry out the necessary slope maintenance works in accordance with all
guidelines issued from time to time by the appropriate government
department and each owner will be obliged to make contributions towards
the costs of such works;

(@) plan showing the slopes and any retaining walls or other related structures
already constructed or to be constructed within and/or outside the lot;

(b) information on the undertakings (if any) of the developer to carry out any
work on any slopes, etc.

Modification

Where a modification of the Land Grant Conditions is underway, information on
the nature of the modification and the specific lease condition(s) to be modified.

Notice as to Changes

Warning note that the overall development scheme of the development site and the
surrounding areas and environment are subject to change or modification.



24.

25.

26.

217.

28.

Service Agreements

Information on all important service agreements concerning the respective units
which the developer has entered into with the respective service providers prior to
delivery of the units, including telecommunication services.

Purchasers’ Right of Access to Information

Prominent statement that purchasers must have a right of access to information on
the total construction costs and total professional fees required to complete the
development as well as the total construction costs and total professional fees
expended and paid as at the end of the preceding calendar month and that
purchasers must be provided with a written copy of the aforesaid updated
information upon requests from purchasers who have signed the ASP subject to
the payment of a nominal fee of not more than HK$100.00 per request.

Website Address

Information on the address of the website containing the electronic copies of the
sales brochure, the price list(s) and the register of ASPs maintained by the
developer.

Contact Details of The Law Society of Hong Kong

Information on the enquiry telephone number and the website address of The Law
Society of Hong Kong to facilitate prospective purchasers to obtain easy access to
the details of solicitors firms available to them.

Footnotes on Abbreviations

Footnotes as the key to the various abbreviations used in the Outline Zoning Plan
printed in the sales brochure.

10



Annex C

Template for Register of Agreements for Sale and Purchase

(Extract)

Estimated date of completion of development

Pursuant to the Authorized Person’s Certificate dated [please fill in the day /
month /year here], the estimated date of completion of the development in
accordance with clause 4(1)(c) of the Agreement for Sale and Purchase (ASP) is
on or before [please fill in the day /month / year here] subject to such extension
of time as may be granted by the Authorized Person in accordance with clause
4(5)(a) of the ASP. The issue by the Director of Lands of a certificate of
compliance (CC) or consent to assign (CA) is conclusive evidence that the
development has been completed or is deemed to be completed as the case may
be and nothing herein shall preclude the Developer from proving that it has
completed the development in accordance with clause 4(1)(c) of the ASP by any
other means. The Developer shall notify the purchasers in writing that it is in a
position validly to assign the Units within one month of the issue of the CC or
the CA, whichever is the earlier and the sale and purchase of the Units shall be
completed within 14 days of the date of the Developer’s written notification to
the purchasers.



Annex D

Definition of “Saleable Area”

The floor area of a unit enclosed by walls (inclusive of the floor area of any balconies,
utility platforms and verandahs but exclusive of the Other Areas), which area
(including any balcony, utility platform or verandah enclosed by walls) shall be
measured from the exterior of the enclosing walls of such unit, balconies, utility
platforms or verandahs (as the case may be) except where such enclosing walls
separate two adjoining units, balconies, utility platforms or verandahs (as the case may
be), in which case the measurement shall be taken from the middle of those walls, and
shall include the internal partitions and columns within such unit, balconies, utility
platforms or verandahs (as the case may be); but shall exclude the common parts
outside the enclosing walls of such unit, balconies, utility platforms or verandahs (as
the case may be), and for balconies, utility platforms or verandahs, shall exclude the
whole thickness of the enclosing walls or boundary which abut onto the unit Provided
That if any of the enclosing walls abut onto a common area, then the whole thickness
of the enclosing walls which so abut shall be included. Where a balcony, utility
platform or verandah is not enclosed by a solid wall, the floor area of such balcony,
utility platform or verandah shall be measured from the external boundary of the said
balcony, utility platform or verandah.

Definition of “Other Areas”

e The area of any cockloft which shall be measured from the interior of the
enclosing walls and shall include the internal partitions and columns within such
cockloft;

e The area of any bay window which shall be measured from the exterior of the
enclosing walls or glass windows of such bay window and from the point where
the bay window meets the wall dropping to the floor level of a unit excluding the
thickness of such wall;

e The area of any carparking space which shall be measured to the centre of its
demarcating lines or the interior face of its enclosing walls, as the case may be;
and

e The area of any yard, terrace, garden, flat roof, roof and air-conditioning plant
room which shall be measured from the interior of their boundary lines, and
where boundary consists of a wall, then it shall be measured from the interior of
such wall.



Existing Template for Price List

144 £/78 Name of Development, #{5e(9[1|) Phase (if any), £l Location

Annex E

EIE FI bl Hi b Ry B (2P Yﬁﬁ% HESEM HEI M F:,TIF?
(E[J?ﬁ?m?ﬁﬁ‘, K P’\'Ej FIE | PP Other Areas (sq.ft.) iy fi (4Pl Pﬂfﬁgj )
= 'F"[) (O ?flfi {ﬁ@%% (& HPRY (T Hp) (%) | Gross Floor (G2 Price
(= HPY FIHP) | Bay Air- Unit | Apportioned Share | pg=q ~ = 7~ fufiil ~ 18] Air- Area (sq.ft) | =T ) (%)
b |fRl'et| {11 | Saleable Area | Unit Rate of| \yindow | condiioning| Covered | of Common Area £~ =4 « iy~ il /¢ 31| conditioning Unit Rate of
Tower| Floor | Unit (including Saleable plant Area (sq.ft.) ST platform Gross Floor
balcony and Area room (sq.ft.) Other items such as roof, flat (sq.ft.) Area
utility platform) |($ per sq.ft.) roof, garden, cockloft, yard, ($ per sq.ft.)
(sq.ft.) terrace, car parking space (must
be listed separately)
A 581 12 12 605 153 758
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Prospectlve purchasers please refer to the sales brochure provided by the developer for further details of the above information.

o ... (#/%/z[,:a/b[ I+ ﬁ;ﬂﬁ/}/ W62 it éﬁfif//f//%/f S 50))
............ (Other required information prescribed in Annex Il to LACO CM No. 62)
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All prices, payment terms and contents of thls price list are for information only and are subject to change without prior notice.

ﬁiu%ﬁlﬁﬁ] Date of Printing: __d/m/y

FifEE L
See Remarks overleaf



Kﬁﬁ:i: (Remarks):

10.

[ R T (T R (1 R PR ST A -

Saleable Area includes areas of balcony and utility platform but does not include Other Areas or area of air-conditioning platform.

§1 60 C[J}_Ff{’ E| p'l*ﬁ?“]{iﬁ‘f}u‘(ﬁ%ﬁ}*%ﬁl*ﬁ °
Unit Covered Avrea includes the Saleable Area and areas of bay window and air-conditioning plant room.

HS¥A ﬁw?ﬁ?ﬂ b E | S [ A b TP ) ) S 2 P B A
Gross Floor Area includes the Unit Covered Area and the Apportioned Share of Common Area of the unit.

53 2 B B S 26 SR T LR - AT BPBOE - RIS (R T
Apportioned Share of Common Area includes lift lobbies, lift shafts, electrical meter rooms, refuse room, clubhouse area etc. (if such area is included in the calculation of Apportioned Share
of Common Area of the unit).

AR D T e b T S D SR

Floor-to-floor height: (refer to the height between the top surface of the structural slab of a floor and the top surface of the structural slab of its immediate upper floor).

E«L@ﬁ;ﬁ? ?ﬁ' I+EIIEA6?FV%[H|%F@1@ n‘ﬁb% ) [*Jp i[ i P\,,ﬁf;fgjt@i%l,p

The internal space of units on the upper floors may be slightly Iarger than those of the same type on the lower floors due to reduced thickness of structural walls on those upper floors.

F VEH/:TL*%IE[“I L&"‘(]‘ Tffli[ Flfﬁ@Lﬁé l/[ﬁlgl[t

All plans are subject to final approval by the relevant Government Authorities.
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Copies of the related building plans, Outline Zoning Plan, Land Grant Conditions and the approved/draft Deed of Mutual Covenant or Sub-Deed of Mutual Covenant (if any) are available

?Jrﬁ%iéﬁ%lfﬁﬁ |V H A 2 Y AT CTE] ) %*xﬂﬁﬁﬂﬁgﬁ v gfr’é‘ FH' PRI GER) ~ YRS (e ) e N 2 SRS IR 5 (9E ) WfE‘TJ
R -

For details of the management and maintenance responsibilities of the public open space and the public facilities of the development (if any), please refer to the relevant Land Grant
Conditions, Deed of Dedication (if any) and Deed of Mutual Covenant or Sub-Deed of Mutual Covenant (if any) stated in the sales brochure provided by the developer.

............... (H P RIS W 7

............... (Other terms and conditions etc. depending on each development)

(Figures shown in the template are for illustration only.)



Annex F
Suqoested New Template for Price List

4% £7 Name of Development, #E{(9[1%|) Phase (if any), P38 Location, ﬂ[x]%f%??ﬂ Price List #[x]

A | e | HTE B A ?’f?f BT ’ﬁ‘?ﬁ%‘f"\i’ﬁ%lﬂ FIEE (PERET BRI 7)
Tower | Floor | Unit | (#8Yi%2 (7)) () 4] Other Areas of the Unit (Not included in the Saleable Area)
@ P P(g;?e (7> BT HR) 74 HiRAS S R T { HEEA (LY
e et N iy |y U e s o
and utilitygplatforr%) (% per sq. ft.) Bay Air-conditioning plant room/ @J;\ ‘ TL[WI " [ ,;, - BB b@ﬁliﬁ ’u
(sq. ft.) S window Air-conditioning platform FTHIFIET)
o sq. ft.) (sq. ft.) Other Areas (sq. ft.)

(If the unit includes the following facilities: roof, flat
roof, stairhood, garden, cockloft, yard, terrace and
carparking space, they must be listed out separately.)

A 581 6,400,000 11,015 12 Air-conditioning Platform: 12 Roof: 200
30 (Balcony: 22)
(Utility Platform: 16)
B
C
> D
A 581 6,200,000 10,671 12 Air-conditioning Platform: 12 --
29 (Balcony: 22)
(Utility Platform: 16)
B
D

(Figures shown in the template are for illustration only)
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Prospective purchasers please refer to the sales brochure provided by the developer for further details of the above information.

P15 -
The price list must include the following information -

(@) BT T

(b)

(©)

(d)

information on the total number of units in a development put up for sale;

TP i P I T VR A - AR PRI | BT A SRS ST R R
a prominent statement as to the right of the developer to keep the preliminary deposit of any purchaser who signed a Preliminary Agreement for Sale and
Purchase (PASP) does not, for any reason, sign the Agreement for Sale and Purchase (ASP);

VB TITEE] (A BRI AT [ (R S SIS« IR (T AR A

TR P B T R A 5 ) » AU« 1) TR R ) » TR SO 5+ B
[ [FFIE =S TR D R TR AR E g A R

information on the purchase procedure (including that an ASP should be signed within six working days after the PASP is signed) , payment terms (including
details of all promotional and preferential schemes, as well as gifts (e.g. sale of carparking space at less than market value), advantages or bonuses offered
in connection with the purchase of the Unit, as well as any price adjustment factors affecting the actual price of the Unit), responsibility for legal fees,
administration charges for execution of any documents, installment payment method and interest rates in case of restricted choice of mortgage; and

YR E LI Ll I T E S LS ) G o PSR R T 1 PP S Ty
@\ ;J o

The developer should set out the name(s) of the estate agency firm(s) commissioned to sell the unit, if any. A note should also be added to remind prospective
purchasers that they have the choice to appoint their own estate agents or approach the developers direct to handle their transactions.

I%F’Ei % F1/See Remarks overleaf FIF | '#¥/Date of Printing:_ dd/mm/yy



B”LrP (Remarks)

1.

‘Ef/IFI F‘[%E“}AI:[FL?I:I—}S’_' [tg‘]:[]:"[%g;l ’ IET\ E["}F[Fi/[]:[ {‘l %“&&’B /ii)f;{& ]ZIL—H Iiljp-ﬁﬂ:‘,o
Saleable Area includes areas of balcony and utility platform but does not include bay window, air-conditioning plant room, air-conditioning platform and
Other Areas.

LA AT e T T TR e S
Floor-to-floor height refers to the height between the top surface of the structural slab of a floor and the top surface of the structural slab of its immediate
upper floor.

TR 1 [ BRSO PO T A
The internal space of units on the upper floors may be slightly larger than those of the same type on the lower floors due to reduced thickness of structural
walls on those upper floors.

F_’EIJ/FTT_’ qgﬂll P‘L‘F@I %?[Flfﬁ,&ﬁi [/ﬁ%ﬂlﬁ{"”&[“

All plans are subject to final approval by the relevant Government Authorities.

“EJ%%J;'/#%%'EH s T ERFTFARE ~ SRR R g 2 S IR 5 CUE ) S Y RTAE - SE [ﬂ | AR A A
Copies of the related building plans, Outline Zoning Plan, Land Grant Conditions and the approved/draft Deed of Mutual Covenant (DMC) or Sub-DMC
(if any) are available for free inspection at the sales office(s).

| Fﬁ%ﬁ SERCETE D 2 H A ] e 2 A F%T VA RREISEE (UE D) %%Bﬁjaﬁﬁﬁrﬁﬁaﬁ v g@@* P Rl E=sa (R ~ 22 RIS (9P ) VR
SRR 5 (e ;'/TE[F%JI FH

For details of the management and maintenance responsibilities of the public open space and the public facilities of the development (if any), please refer
to the relevant Land Grant Conditions, Deed of Dedication (if any) and DMC or Sub-DMC (if any) stated in the sales brochure provided by the developer.



7. lPiI'E'TﬁFI'EI’??/HJ‘J [ J1VNIS ["ETEFI' ;’lf‘,E[fjf:'ﬁgf‘,'_gji*j] ) fQE[[” MK l’ﬁ;%ﬁ @Eggﬁe{g@@lﬁqj—ak 0
Area information contained in this price list in “square foot” is converted from information in “square metre”.

8 VEJEEI R pPITEFR R RLY [ I TARSEANT R 3% o [ SEP R TRt ARG A -
External wall finishes and curtain wall system, if any, that are included in the measurement of saleable area, may be disregarded in the measurement of the

gross floor area under the Buildings Ordinance.

9 e, (H L FHIRAR g 17

(Other terms and conditions etc. depending on each development)



Existing Template for Area Schedule in Sales Brochure

144 £/78 Name of Development, #{5e(9[1|) Phase (if any), £l Location

Annex G

57| by B 1 8 5 1 A HEEE (THP | R
Gl = ’F"[) (4Pl TR (AP Other Areas (sq.ft.) (2P
ey | A | T (24Pl Unit Covered Area (2 AR Gross Floor Area (P Air-conditioning
Tower| Floor | Unit Saleable Area ffi;ff i (ﬁ;?%;&;%g' (sg.ft.) Apportioned Share (sg.ft.) T e T~ < | platform (sq.ft.)
(including balcony and utility |Bay window Air- of Common Area (sq.ft.) AR B ORI
platform) conditioning Other items such as roof, flat
(sq.ft.) plant room roof, garden, cockloft, yard,
terrace, car parking space
(must be listed separately)
A 581 12 12 605 153 758
(:%.F'} 122) (- f‘Ej"F"[ :116)
1 B
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D
E
5 A 581 12 12 605 153 758
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Saleable Area mcludes areas of balcony and utility platform but does not include Other Areas or area of air-conditioning platform.

© TR IR A R SRS S
Unit Covered Area includes the Saleable Area and areas of bay window and air-conditioning plant room.

© IS B Y P A B [ D RN MR R b R (O R |
Apportioned Share of Common Area includes lift lobbies, lift shafts, electrical meter rooms, refuse room, clubhouse area etc (if such area is included in the calculation of Apportioned Share
of Common Area of the unit).

®  HIEFL cp? (O S R R T R 2T R B A o
Gross Floor Area mcludes the Unit Covered Area and the Apportioned Share of Common Area of the unit.

(Figures shown in the template are for illustration only.)



Annex H

Suqgagested New Template for Area Schedule in Sales Brochure

AR £74 Name of Development, #E¢(7[1%|) Phase (if any), ®38& Location

e | e | R o8 TR R PR (PR W ER)
Tower | Floor | Unit (Ev?ﬁ%ﬁ,wj == ’F'}) Other Areas of the Unit (Not included in the Saleable Area)
(@ Py E{,[ f i Y‘l&ﬁ’?‘% Ea/‘(-‘?jéfn;%j «l:'l HHERE (T HR)
_ Sa!eable Area (@ ) (@ ) (i/[rgjﬂ [’%Fgﬁﬁliﬂ fib fr s + %5— :\F,}\ T T
(lncdlsi?iltr;gp?:tlggp%)and Bay window Air-conditioning plant room/ IS~ 2 Ty P HU UL[')
(sq. ft.) sg. ft.) Air-conditioning platform Other Areas (sq. ft.)
(s9. ft.) (If the unit includes the following facilities: roof, flat roof,

stairhood, garden, cockloft, yard, terrace and carparking space,
they must be listed out separately.)

A 581 12 Air-conditioning Roof: 200
%0 (Uti(lﬁjlg(l);}lc:)rzn? 16) Platform: 12
B
C
° D
A 581 12 Air-conditioning _
2 (Utigli?t)slgl);}%rzn? 16) Platform: 12
B
D

(Figures shown in the template are for illustration only)



Communal FacilitiessyCommon Area to be listed out in Sales Brochure

Developers should set out the area information of the following communal
facilities/common areas of the development in the sales brochure -

Communal Facilities/Common Covered/ Area (sq.ft.)
Area Open

1. | Residents’ clubhouse Covered
2. | Communal Sky Garden Covered
3. | Covered landscaped and play area Covered
4. | (Any other items, such as lift lobby,

lifts and staircases that developers

wish to include)

Note 1: Developers must provide area information on items 1 to 3 above. If no such
facilitates are provided, “N/A” should be stated in the table.

Note 2:  The above list may not be an exhaustive list as developers may choose not to
provide information on the communal facilities/common areas of the
development other than the mandatory items, i.e. items 1 to 3.

Annex |



Annex J

Template for Register of Preliminary Agreements for Sale and Purchase (PASPS)
and Agreements for Sale and Purchase (ASPs)
FTIERRARY (1592 BIRY (RS0 SRR L

(A) Register of PASPs/ASPs

(Important Note: Please read with particular care those entries with only the date of the PASPs shown.

transactions which have not yet proceeded to the ASP stage. For those transactions, the information shown is

Name of Development, Phase No. (if any), Location

FOR €728 - BIBCAITE ) B9

L _F'ﬁr‘f‘ EE‘EEII‘I:F'JFE“H ; I;Ril/]iF”

premised on PASPs and may be subject to change.)

e

They are

<§%ﬁ%z@%ﬂﬁwéﬁmﬁﬁagaﬂwwﬂu IRRRHIT o PSR b SRR iR R
D phErRIRL &aﬁﬁ 12w & “a‘trgl%??* ) T‘ﬁ\ PLEVRI P “F‘ AR
(A) (B) © (D) (E) P (G) (H)
Date of The PASP Date of Date of Residential Unit Transacted Payment The transaction
PASP has not ASP cancellation of | (if carparking space is Price® Terms” involves members of
proceeded ASP included, please also the Board of the
&Eﬂf Al further* EiT¢ 7 | (ifapplicable) | provide details of the | 4 £%8¢ | [ f5ek" Developer or their
B A EepE carparking space) immediate family
ésal—é BEEREY | pay | VIR AR members ; or senior
1 [T Er R 5] IE}»E EEE il staff members of the
B PE|F ?Jé (U= 1) p E[J? - [RRa F Developer
HHL* PRI E Rl Jﬁ#l) .
¥ i i P
Tower | Floor Unit F ST E RS F F[L"
e | W Hif LRSS iR
PR =28
A v

If the PASP does not proceed to ASP within six working days after the signing of the PASP, a “~” should be put in the
column on the seventh working day after the signing of the PASP.
vpriéﬁg R R A W (R F R R ﬁﬁ&?&%‘ﬁﬁﬁ?jfgﬂaf% IR e (T =N A Rl

T BE .

Developers should indicate whether the unit is transacted at the list price, with special payment terms (such as promotional
and preferential schemes) or if gifts (e.g. sale of carparking space at less than market value), advantages or bonuses, as well
as any price adjustment factors affecting the actual price of the Unit are offered in connection with the purchase of the Unit.
The payment terms should correspond with those listed on the price lists.

Y I RLT I B~ IR RO R (O ﬁww%%u>«u 7Y O I PR AT 1 S
Ff[[ (ﬁji/pf%"ﬁ] ﬁ*”a Jﬁm“ ) all EFI\/];@E; s PR 75‘1{4/%%&#4 [g;l;irg”%] pupk o FTJ iSIpEgE ,\@@?Eg Rz “ﬁ'rj

The price list(s) can be found in the following website.

S S R -




(B) Estimated date of completion of development

SRR T FI

Pursuant to the Authorized Person’s Certificate dated [please fill in the day / month /year here], the estimated date
of completion of the development in accordance with clause 4(1)(c) of the Agreement for Sale and Purchase (ASP)
is on or before [please fill in the day /month / year here] subject to such extension of time as may be granted by the
Authorized Person in accordance with clause 4(5)(a) of the ASP. The issue by the Director of Lands of a
certificate of compliance (CC) or consent to assign (CA) is conclusive evidence that the development has been
completed or is deemed to be completed as the case may be and nothing herein shall preclude the Developer from
proving that it has completed the development in accordance with clause 4(1)(c) of the ASP by any other means.
The Developer shall notify the purchasers in writing that it is in a position validly to assign the Units within one
month of the issue of the CC or the CA, whichever is the earlier and the sale and purchase of the Units shall be
completed within 14 days of the date of the Developer’s written notification to the purchasers.

BREBEBAALIRIF/B/HIZRENEESE FAFRBEREEANE 4D (OBKRARTHAITER =
ITH8MAIFE/A/BIgUR - BEBAJALTARBEESGHNE 40) (OQBERIAEEMETET T
HE #HHBEZRAEERBABLHNAERLBZREET  ETAHUNERS  EBHZ
ZRBFHCEERBEBATH BELARIHZEFEEBEMANEZ ERACSKREETSHNE 4(1) (o)
BATHRZEREE ZEFANAEANBEEZRAEET R LR —ERRA(LUBEXERE) - U
EEHRMENSHEEEEYE BEEXHANVIERHTEABMNENRTURATA °

Note :
=
F._

1. The information in Part (A) of this register are listed in chronological order of the date of PASPs.
Information on the PASPs (i.e. columns (A), (E) , (F), (G) and (H)) should be entered into this register within
24 hours after the signing of the relevant PASPs. Information on the ASPs (i.e. column (C)) should be
added to this Register within one working day after signing of the relevant ASPs.

AEHKABBFAIENEESNERUBRKEEAN MR AREFHREREEANN
EHEA),.E).F.C » H MERERNBEREEANEZ®R 24 \BEREALLZHK -
ARZFEECHNNEHEICHWANRBRENEEANEERA —BAILFRAEALHK -

2. The estimated date of completion of the development stated in Part (B) of this register is the date as stipulated
in Clause 4(1)(c) of the ASPs. The Developer should update the information within five working days upon
confirmed change in the estimated date of the completion of the development.

AEHB)HOAMREINBEREBEEATIAN  HMEEEAHNPE 4 KB (L(C)RAAE
EWHH - MRFAZTIHHENE  UEBERETENENRA IR AELHE
TERA BEHBBEEH -

3. The Developer should maintain this Register until the Assignment of the last unit of the development or a
phase of the development being offered for sale has been registered with the Land Registry.

EEBAHERHLESSNWER HEEZXXERBSZVRBRENERBIANRE —F
AHBFENBUMNEILNINE R I HEMEEL RS AIMEK -



4.  The transactions which involve members of the Board of the Developer, their immediate family members and
senior staff members will be marked with “v” in this register. “Members of the Board” mean all executive
directors, non-executive directors and independent non-executive directors. “Immediate family members”
mean parents, spouse, sons and daughters. “Senior staff member” means [a person who, under the immediate
authority of the board of directors, exercises managerial functions but does not include- (a) a receiver or
manager of the property of the company; or (b) a special manager of the estate or business of the company
appointed under section 216 of the Companies Ordinance (Cap. 32). ]

ARBREUVEREEERENE SRR BN RERA B ESRBE AR ENS S T8
ERKRE —BEEFAINTES FITESKRBIUFATES " ERAB . EELE
Efkrx - "aRHE” BEH[EEERNERERTTEEERBENOAN EFEHE-(a)
ZARMNMENEEASNKEEAN NO)RE (ARKEA) (B32F) B 216 KREFHNZKXA
ARNEXRSNEBNEILEEAL-

5. Any cancellation of ASPs must be entered into this register within one working day after the ASPs are
cancelled, including cancellation which takes place after completion of registration of the relevant ASPs in
the Land Registry.

MEMBETHEESYN  BEENLIHAMRETAELRTINENEESN  REBAE
FHEEAGMNWEUER —BEIFXAET IR -

Updated on : Signed by : (Authorized Signature of the Developer/¥ 3% &
FHIREATHEE
=3 A 8 %% = 2E)




Annex K

Existing Requirements on Advertisements (including Promotional Materials)

() An Extract of the Standard Consent Letter (i.e. Items 20 and 21)

Disclosure of
information in
advertisement
(including
promotional material)

* Delete if
inapplicable

* Delete if
inapplicable

(20)

(a)

*(b)

The Developer must clearly and legibly disclose the following
information to the public in any advertisement (including promotional
material):

(i)

(i)

(iii)

(iv)

*(v)

*(vi)

the names of the Developer and its parent or holding company or
companies;

the names of the Authorized Person registered with the Building
Authority for *[Phase of] the Development and the
professional firm to which the Authorized Person belongs;

the name of the main superstructure contractor for *[Phase of]
the Development registered with the Building Authority and
named in the certificate issued by the Authorized Person; *[and]

the name(s) of all the solicitors firm(s) acting for the Developer in
the sale of the Units. *[; and]

*[the name of the mortgagee bank (where a building
mortgage/debenture over the lot has been created)]/[the name of
the bank which has given an undertaking to provide finance to
complete *[Phase __ of] the Development.] *[; and]

the name of the Financier which has already provided loans to
finance the construction of *[Phase of] the Development
and which will join in to sign the ASP.

The Developer must clearly and legibly disclose the following
information, where applicable, to the public in any advertisement
(including promotional material) in printed media by inserting in them the
statement(s):



*()

*(ii)

*(iii)

*(iv)

*(v)

*(vi)

*(vii)

“The Authorized Person, [insert the name of AP], is an employee/a
shareholder/a director/a secretary of the Developer/the parent or
holding company of the Developer/the main superstructure
contractor.”

“The Authorized Person, [insert the name of AP], is personally
related to a director/a secretary of the Developer/the parent or
holding company of the Developer/the main superstructure
contractor.”

“A partner of the solicitors firm, [insert name of solicitors firm], is
a shareholder/a director/a secretary of the Developer/the parent or
holding company of the Developer/the main superstructure
contractor.”

“A partner of the solicitors firm, [insert name of solicitors firm], is
personally related to a director/a secretary of the Developer/the
parent or holding company of the Developer/the main
superstructure contractor.”

“A partner/a director/______ partners/ directors in the
same firm to which the Authorized Person/Solicitor for the
Development belongs, [insert name of firm], is a shareholder/a
director/a secretary/ an employee of the Developer/the parent or
holding company of the Developer/the main superstructure
contractor.”

“A partner/a director/ partners/____directors in the same
firm to which the Authorized Person/Solicitor for the Development
belongs, [insert name of firm], is personally related to a director/a
secretary of the Developer/the parent or holding company of the
Developer/the main superstructure contractor.”

“The Authorized Person’s firm, [insert name of AP firm], is a
subsidiary/member of the same group of companies as the
Developer/the parent or holding company of the Developer/the
main superstructure contractor.”




* Delete if
inapplicable

* Delete if
inapplicable

Advertisements (21)
(including

promotional

materials)

*(b)/
(©)

()
(d)

*(viii) “The main superstructure contractor of the Development is a
subsidiary/member of the same group of companies as the
Developer/the parent or holding company of the Developer.”

If there are any changes to the parties disclosed in Condition No. (20)(a),
then any advertisement (including promotional material) must be
immediately amended to reflect the changes and your firm must inform
me in writing of the changes made within 3 working days.

If the Developer intends to provide any information on the area of any
Unit in any advertisement (including promotional material), the
Developer must clearly and legibly disclose at least the “Saleable Area”
of such Unit as defined in the ASP.

The advertisements (including promotional materials) in printed media for the
sale of Units must comply with Annex IV to LACO CM No. 62.

(11 An Extract of LACO CM No. 62 (issued on 2 June 2010)

Annex IV to LACO CM No. 62 - Printed Advertisements (Including Promotional Materials)

All information as required under the consent letter issued to the developer to enter into agreements for
sale and purchase must be included in the advertisements (including promotional materials) in printed

media  (“printed

advertisements/promotional materials”). In  addition, the  printed

advertisements/promotional materials must comply with the following requirements:-

1.  The printed advertisements/promotional materials must clearly provide the name of the district
where the development is located and the postal address of the development.

(@) The district of the development must correspond to that in the relevant Outine Zoning Plan(s)
where the development is located.

(b) The printed advertisements/promotional materials must adopt the postal address of the
development as confirmed with the Commissioner of Rating and Valuation, which postal

address must be exactly the same as that shown in the section on “Basic Information of the
Development” in the sales brochure.



(©)

(d)

For printed advertisements/promotional materials of a size of a half-page standard newspaper
or smaller, the font size of the name of the district and the postal address must not be smaller
than 10.

For printed advertisements/promotional materials of a size larger than half a page of a
standard newspaper, the font size of the name of the district and the postal address must not be
smaller than 12.

The printed advertisements/promotional materials must specify clearly and legibly the website
address containing the electronic copies of the sales brochure, the price list(s) and the register of
agreements for sale and purchase maintained by the developer.

(@)

(b)

For printed advertisements/promotional materials of a size of a half-page standard newspaper
or smaller, the font size of the website address must not be smaller than 10.

For printed advertisements/promotional materials of a size larger than half a page of a
standard newspaper, the font size of the website address must not be smaller than 12.

If the printed advertisements/promotional materials show the artistic impression of the development
and/or its surrounding areas, the printed advertisements/promotional materials must carry the
statement, in English as set out in Appendix I or in Chinese as set out in Appendix II.

(@)

(b)

For printed advertisements/promotional materials of a size of a half-page standard newspaper
or smaller, the font size of the statement must not be smaller than 10.

For printed advertisements/promotional materials of a size larger than half a page of a
standard newspaper, the font size of the statement must not be smaller than 12.

The printed advertisements/promotional materials must not contain any statement that the
Agreement for Sale and Purchase for sale of units in the development or the Deed of Mutual
Covenant or Sub-Deed of Mutual Covenant (if any) in respect of the development or any other
aspect of the development is subject to the Lands Department Consent Scheme or has been
approved by the Director of Lands.



Appendix | to Annex K

Statement on printed advertisements (including promotional material)
showing artist impression
of the development and/or its surrounding areas

The photographs, images, drawings or sketches shown in this advertisement/promotional material
represent the artist’s imaginative impression of the development concerned only. They are not drawn to
scale and/or may have been edited and processed with computerized imaging techniques. Prospective
purchasers should make reference to the sales brochure for details of the development. The developer
also advises purchasers to conduct on-site visit for a better understanding of the development site, its
surrounding environment and the public facilities nearby.

[Note:

1.  For advertisements/promotional materials of a size of a half-page standard newspaper or smaller,
the font size of the statement must not be smaller than 10.

2. For advertisements/promotional materials of a size larger than half a page of a standard newspaper,
the font size of the statement must not be smaller than 12.]



Appendix Il to Annex K

Statement on printed advertisements (including promotional materials)
showing artist impression
of the development and/or its surrounding areas
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[Note:
1.  For advertisements/promotional materials of a size of a half-page standard newspaper or smaller,

the font size of the statement must not be smaller than 10.
2. For advertisements/promotional materials of a size larger than half a page of a standard newspaper,
the font size of the statement must not be smaller than 12.]



Annex L

The Requirements of the Vendor’s Information Form (VIF)

Part I: Property Particulars

e Developers should provide the following information in the VIF -

1. A breakdown of the saleable area (if such information is different
from that stated in the sales brochure)

2. The availability of services known to the vendor (such as water
(fresh/sea), drainage, gas (what kind) and electricity (if such
information is different from that stated in the sales brochure).

3. The management fees for the current month.

4. The amount of Government rent, if available.

5. Any notice received by the vendor from the Government,
management office, or any relevant authority of expenditure

requiring contribution from the owners.

6. Whether there is an owners’ corporation and, if so, its name, and the
name of the management company.

7. Any pending claims known to the developer affecting the property.

8. Final assessment results under the BEAM Plus certification
conferred / issued by HKGBC?, if any.

9. An updated master layout plan and/or floor plan if they are different
from those stated in the sales brochure.

BEAM is the acronym for Building Environmental Assessment Method, which is a voluntary
scheme administered by HKGBC to assess, improve, certify and label the performance of
buildings. BEAM embraces a range of good practices in planning, design, construction and
management, operation and maintenance of buildings. It is a single performance label that
demonstrates the overall quality of a building. HKGBC will confer a bronze / silver / gold /
platinum award certificate after assessment to the applicant if the building meets the requisite
standard.



Part I1: Other Relevant Requirements

e In preparing the VIF, the developer should comply with the following
requirements -

1.

the VIF should state the date of its printing;

all information in the VIF must be accurate at the time of printing;
and

a VIF is valid for three months only. Developers have the duty to
provide a new VIF every three months for the reference of
prospective purchasers.



Proposed Exemptions for the Sale of First-hand Residential Properties under Specific Circumstances

Annex M

Requirements of the Proposed Legislation

(i) (i) (i) (iv) (V)
Specific Circumstances | Conditions for Proposed Provision of Provision of Minimum number of | Provision | Disclosure of
Exemption sales brochure | price list at units disclosed in each of show transaction
at least 7 days | least 3 days price list flats"*2 | information
before the sale | before the sale | (with reference to the
commences commences | whole development)™©*
(@) Units  sold to | e Existing  tenants  have
existing tenants occupied the units for a Exempted Exempted Not Applicable Not Applicable
prescribed period, say, one Applicable
year.
e Written agreement of the
prospective buyer (i.e. the
existing tenant) to waive
requirements (i) & (ii).
e Developers have to provide
a VIF
(b) “Left-over” flats e Need to provide the latest
sales brochure plus a VIF. Exempted Applicable Applicable Applicable | Applicable




Requirements of the Proposed Legislation

(i) (ii) (iii) (iv) (v)
Specific Circumstances | Conditions for Proposed Provision of Provision of Minimum number of | Provision | Disclosure of
Exemption sales brochure | price list at units disclosed in each of show transaction
at least 7 days | least 3 days price list flats"*? | information
before the sale | before the sale | (with reference to the
commences commences | whole development)
(c) Atypical units e The unit is subject to an
existing tenancy. Applicable Applicable Applicable Exempted Applicable
e Written agreement of the
prospective buyer to waive
requirement (iv).
(d) Developments sold
on an “en bloc” Exempted Exempted Exempted Exempted Applicable
basis under a single
transaction N3
(e) Developments sold
by way of auction Applicable Not Applicable Not Applicable Applicable | Applicable

or tender




Note 1:  The Steering Committee proposes the following requirements relating to the minimum number of units to be disclosed in each price list—
(a) For a development or a phase of development with 30 units or less, all units must be included in the first price list;
(b) For a development or a phase of development with more than 30 units but less than 100 units, each price list must contain at least 30 units.
(c) For adevelopment or a phase of development with 100 units or more, the following requirements should apply:
(i) The first price list, subject to a minimum number of 50 units, must at least include 20% of the total number of units of a development or a phase of
a development; and
(ii) Each subsequent price list must at least 10% of the total number of units of a development or a phase of a development.

Note 2:  In the case of first-hand uncompleted residential properties, if the developers choose not to provide show flats, the requirements on show flats would not be

applicable.

Note 3:  When the properties are later put on sale to individual flat buyers in the market, the owner must observe all the requirements under the proposed legislation.



Annex N

Penalty Proposals Recommended by the Steering Committee

Note: The following list needs to be carefully deliberated in the drafting stage of the
legislation to ensure that there is no duplication of offences for the same acts.

Relevant Provisions

Proposed Penalties

(a) Sales Brochures

1)

Provision of sales brochures 7 days
before the sale commences

On summary conviction to a fine of
$1,000,000

()

Provision of mandatory information in
sales brochures

On summary conviction to a fine of
$500,000

3)

Provision of accurate information in
sales brochures

On summary conviction to a fine of
$500,000 and to imprisonment for
12 months

(4)

Deposition of sales brochures to
specified authorities

On summary conviction to a fine at
level 6

()

Provision of plans such as Outline
Zoning Plan and building plans, etc.
for free public inspection

On summary conviction to a fine at
level 6

(b) Price List

1)

Provision of price list 3 days before
the sale commences

On summary conviction to a fine of
$1,000,000

(2)

Provision of price list with specified
information according to the specified
format

On summary conviction to a fine of
$500,000

! According to Schedule 8 of the Criminal Procedure Ordinance (Cap. 221), the current fine for level 6 is
$100,000




Relevant Provisions

Proposed Penalties

(c) Disclosure of Transaction Information

1)

Disclosure of transaction information
according to the stipulated
requirements

On summary conviction to a fine of
$500,000

(d) Show Flats

1)

Provision of show flats according to
the stipulated requirements

On summary conviction to a fine of
$500,000

()

Arranging visitors to take
measurements and to take
photos/videos in show flats, etc.

On summary conviction to a fine at
level 6

(e) Advertisements

1)

Provision of required information
and notice in  advertisements
according to the specified font size
requirements

On summary conviction to a fine of
$500,000

()

Prohibition of inclusion of false and
misleading information in
advertisements

(a) on conviction upon indictment to a
fine of $5,000,000 and to
imprisonment for 7 years

(b) on summary conviction to a fine of
$500,000 and to imprisonment for
12 months

(3)

Information given in advertisements
should be consistent with the
information given in the sales
brochures

On summary conviction to a fine of
$500,000




Relevant Provisions

Proposed Penalties

(4)

Prohibition of quoting information on
GFA per flat and unit price based on
GFA in advertisements

On summary conviction to a fine of
$500,000

(f) Prohibition of “Misrepresentation” and

“Dissemination of False or Misleading

Information”

1)

Prohibition of misrepresentation

(a) on conviction upon indictment to a
fine of $5,000,000 and to
imprisonment for 7 years

(b) on summary conviction to a fine of
$1,000,000 and to imprisonment for
3 years

()

Prohibition of dissemination of false
or misleading information

(a) on conviction upon indictment to a
fine of $5,000,000 and to
imprisonment for 7 years

(b) on summary conviction to a fine of
$1,000,000 and to imprisonment for
3 years

() Obstruction to the Authorized Officers

1)

Obstruction to the authorized officers
to exercise the power conferred by the
proposed legislation

On summary conviction to a fine at
$500,000 and to imprisonment for
6 months

(h) Inclusion of mandatory clauses in the PASP/ASP

1)

Developers must include mandatory
provisions prescribed in the legislation
in their PASP and ASP

On summary conviction to a fine at
$500,000




Relevant Provisions

Proposed Penalties

(2)

Developers must not include any
provisions that negate the mandatory
provisions prescribed in the legislation
in their PASP and ASP

On summary conviction to a fine at
$500,000

(i) Entering into Formal Sale and Purchase

1)

Developers must proceed to sign the
ASP, except where the Purchaser who
signed the PASP chooses not to sign
the ASP

On summary conviction to a fine at
$1,000,000

()

Developers must not take more than
5% of the purchase price as forfeiture
if the Purchaser decides not to proceed
to sign an ASP within three working
days after the signing of the PASP

On summary conviction to a fine at
$1,000,000

(i) Sales Arrangements

1)

Developers should make public sales
arrangements (e.g. exact date and time
for the commencement of sales)
according to stipulated requirements

On summary conviction to a fine at
level 6

()

Developers should not accept deposits
before [the issuance of respective
price lists/the sale of respective units
has formally commenced]

On summary conviction to a fine at
$500,000

(k) Maintenance of Order at the Sales Offices

1)

Developers should inform the relevant
organisations of the detailed sales
arrangements prior to the
commencement of flat sale as
stipulated in the legislation

On summary conviction to a fine at
level 6




Relevant Provisions

Proposed Penalties

(1) Online Property Information Platform

1)

Developers should  provide
required information for the onl
property information platform

the
ine

On summary conviction to a fine at
level 6




Glossary

Agreement for Sale and Purchase
Buildings Department

Certificate of Compliance

Circular Memorandum

Consent to Assign

Council for Sustainable Development
Deeds of Mutual Covenant

Estate Agents Authority

Estate Agents Ordinance

Gross Floor Area

Hong Kong Green Building Council
Lands Department’s Consent Scheme

Land Registry

Legal Advisory and Conveyancying Office

New Territories Exempted House
Occupation Permit

Outline Zoning Plan

Preliminary Agreement for Sale and Purchase

Rating and Valuation Department

Real Estate Developers Association of Hong Kong

The Law Society of Hong Kong

Transport and Housing Bureau

ASP

BD

CcC

CM

CA
SDC
DMC
EAA
EAO
GFA
HKGBC
Consent Scheme
LR
LACO
NTEH
OP

OZP

PASP

RVD

REDA

The Law Society
THB
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