Seminar on
Sales of First-hand Residential
Properties
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The theme

m How to read a sales brochure

of a development/phase? M
-

kg

® Gentle reminders.
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~Why you should familiarise with a
sales brochure?

m Clients rely heavily on what estate agents tell
them.

m Sales brochure for a development/phase is the
primary and the most authoritative source of
information on a development/phase.

m Familiarising yourself with the information in a
sales brochure for a development/phase helps
you deliver your services to your clients more
confidently and professionally.
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~Why you should familiarise with a
sales brochure?

m KE or promotional leaflets published by vendors
are NOT a substitute to a sales brochure, in terms of
comprehensiveness and reliability of information.

= Any person, including estate agents, who gives
information which are not factually accurate may
run the risk of having made a misrepresentation or
disseminated false or misleading information, and is
liable to prosecution under the Residential
Properties (First-hand Sales) Ordinance (“the
Ordinance”).
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Background information
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- Commencement o? the Ordinance

mThe Ordinance came into full

implementation on 29 April 201 3.
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Who are we?

—

m We are the Sales of First-hand Residential
Properties Authority (SRPA). We -

o Administer the provisions of the Ordinance.
o Conduct compliance check and inspection.

o Educate the public on matters relating to the

Ordinance.
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Who are we?

—

o Issue guidelines on the operation of the

Ordinance.
o Handle enquiries and complaints.

o Maintain the Sales of First-hand Residential

Properties Electronic Platform (SRPE).
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'/ O/bjectives of the Ordinance

m To create a clear, fair, balanced, practical
and efficient mechanism to regulate the
sales of first-hand residential properties.

m To protect the interest of purchasers of first-
hand residential properties through
enhancing transparency of property and
transaction information, and through making
the contravention of the requirements of the
Ordinance criminal offences.
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Objectives of fhe Ordinance A

m To provide a level playing field for vendors of
first-hand residential properties.

'>’AA .
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~ Applicability of the Ordinanc

m The Ordinance applies to any residential
property in a development/phase situated in
Hong Kong in respect of which property-

o neither a preliminary agreement for sale and
purchase (PASP) nor an agreement for sale
and purchase (ASP) has ever been entered
into; and

O no assignment has ever been made.
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~ Applicability of the Ordinanc

m Two situations which the Ordinance do not
apply-

o at least 95% of the number of residential
properties in a completed development/phase
have been held under a tenancy (other than a
Government lease) for a continuous period of
at least 36 months or for several periods that
in aggregate equal to at least 36 months.
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~ Applicability of the Ordinanc

m Two situations which the Ordinance do not
apply (cont’d)-

o a single New Territories exempted house

(NTEH) issued with a certificate of exemption
under the Buildings Ordinance (Application to
the New Territories) Ordinance, Cap. 121.
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~ Exceptions

Some provisions in the Ordinance do not
apply:

m When all the residential properties in a
development/phase is sold to the same
person under a single agreement (not
applicable where a development comprises
only one single house).

®m When residential properties are sold or
offered to be sold to associated entity.
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~ Exceptions

m Developments constructed by the Housing
Authority.

m When residential properties are sold or
offered to be sold to sitting tenant.

m Property sold or offered to be sold by way of
auction or tender.
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~Applicability of the Ordinance
(summary)

m Generally speaking, the sales of almost all of the
first-hand residential properties situated in Hong
Kong being offered for sale by a vendor to the
general public will fall under the Ordinance,
including:

O uncompleted first-hand residential properties;

O completed first-hand residential properties
(regardless of the age of the building); and

O a development which comprises two or more
New Territories Exempted Houses.
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Sales Brochure
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~Which types of development
must have a sales brochure?

m Vendors selling first-hand residential properties
which the Ordinance apply MUST make available
a sales brochure for the development/phase.
The sales brochure must comply with all the
requirements as set out in the Ordinance.

m [f the development is divided into 2 or more
ohases, the vendor must prepare a sales
orochure for each phase.
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~When a sales brochure will be
available for collection/browsing?

m A period of at least 7 days immediately
before the date of sale, and on a date of
sale.
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~Where to collect/browse a sales
brochure ?
m Before the first date of sale: hard copies for

collection free of charge at the venues as
designated by the vendors;

s Every date of sale: hard copies for collection
free of charge at the sales offices;

= An electronic copy on the website designated
by the vendor for the development/phase; and

= an electronic copy on the SRPE.

39



/

/

— / LN — = ey &
o EERYE EEERAAE ?
s SELEEDEA : DAESHIEEHISH
fit o E2BEY
L Ep B ER S  AEEEERSD
ZH8H
s SYRA RS REIER /RIS
EMEBBELN B
s SFIRAFSEREHESNE -

S

N

]
EE




/

~Read the most updated sales
brochure

s Ensure that the sales brochure obtained
is the latest version, i.e. the version
which was printed, or examined, or
examined and revised, within the
previous 3 months.
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Information in a sales brochure
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- How to read a sales brochure?

m All of the information in the sales
brochure is important, but some of the

information are MORE important than
the others.

= We will highlight those more important
ones.
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~ Information on the%develol:)ment

This part of the sales brochure tells you,
among other things-

m The name of the street and street humber

at which the development/phase is
Situated;

s total no. of storeys, floor numbering,
omitted floor numbers, refuge floors (if
any) for multi-unit buildings;
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- Information on the

= total no. of houses,

/

/

devel0pment

house numbering,

omitted house numbers for house

developments.
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~ Information on the%develol:)ment

Points-to-note

m If the Commissioner of Rating and Valuation
has yet to allocate a street number to a
development/phase, the sales brochure will
show the provisional street number. If not
even a provisional street number s
available, the vendor will state “not vyet
available” in the sales brochure. The vendor
will update the information on street
number when such information becomes
available.
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~Information on design of the
development

This part of the sales brochure tells you,
among other things:

B The means of maintenance of the external
walls of the building and related expenses,

e.g. whether gondola is required for
maintenance of curtain walls.
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~ Location plan of the development

This part of the sales brochure tells you,
among other things -

m 43 types of facilities, structures or buildings
within 250 metres from the boundary of the
development which may give rise to concerns
on aspects such as traffic, noise level, air
quality, odour, environment, hygiene, fire
hazard, pedestrian flow, crowdedness, or
tranquility, which affects the day-to-day living of
residents in the development.
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~Floor plans of residential properties
in the development/phase

This part of the sales brochure tells you,
among other things -

s the thickness of the floor slabs (excluding
plaster) of each residential property;

s the floor-to-floor height of each residential
property:;
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~Floor plans of residential properties
in the development/phase

s the external dimensions of each residential
property;

= the internal dimensions of each residential
property;

s the thickness of the internal partitions of
each residential property;

s the external dimensions of individual
compartments in each residential property.
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~Floor plans of residential properties
in the development/phase

Points to note

m Floor-to-ceiling height = floor-to-floor height minus
thickness of the floor slab

m The external and internal dimensions of each
residential property as provided in the sales
brochure does NOT include the thickness of plaster
and finishes.

m All kinds of external wall finishes (such as
claddings) is not counted as part of an enclosing
wall. This also applies to the measurement of
saleable area.
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~Floor plans of residential properties

in the development/phase

Points-to-note

m [t is natural and normal that the o
measurements taken by a person in a first
residential property upon completion wi
be exactly the same as those mentionec
sales brochure though the difference s
not be significant.

n-site

-hand

| not
In a

nould
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Floor plans of residential pr0perﬁe/s'
in the development/phase

m How is a fixed window being shown on the
floor plan?

o Windows are generally delineated by three single
lines on floor plans

3193

150
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“Floor plans of residential
properties in the development

o Examples of fixed windows as indicated on floor
plans.
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Floor plans of residential properties
in the development/phase

® How a toilet which does not have window is being
shown on a floor plan?

o Walls are generally delineated by solid lines on
floor plans. The two toilets below are enclosed

by solid lines which mean the toilets are not
provided with window

(commonly called “7&[”)
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—Area of residential properties in
the development/phase

This part of the sales brochure tells you,
among other thing -

m the saleable area of the residential property;

m the floor area of a balcony, a utility platform; a
verandah;

m the area of each of an air-conditioning plant
room, a bay window, a cockloft, a flat roof, a
garden, a parking space, a roof, a stairhood, a
terrace, a yard.
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~Area of residential properties in
the development/phase

Points-to-note

m Under the Ordinance, vendors can only use saleable
area in expressing the size and unit price of any
first-hand residential property in sales brochure,
price list and advertisement.

m According to Practice Circular No. 13-04(CR) issued
by the Estate Agents Authority (EAA) in April 2013,
licensees must not provide information concerning
floor area and price per square foot or square metre
of first-hand residential properties other than by
reference to the saleable area of the property.
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~Area of residential properties in
the development/phase

Points-to-note

m Saleable area, as defined under the Ordinance,
means (a) the floor area of the residential property;
(b) includes the floor area of (i) a balcony; (ii) a utility
platform; (iii) a verandah to the extent that it forms
part of the residential property; and (c) excludes the
area of an air-conditioning plant room, a bay
window, a cockloft, a flat roof, a garden, a parking
space, a roof, a stairhood, a terrace, a yard to the
extent that it forms part of the residential property.
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~Area of residential properties in
the development/phase

Points-to-note

m For the purpose of the Ordinance, the floor area
of a residential property-

O is to be measured from the exterior of the
enclosing walls of the residential property;

O includes the area of the internal partitions and
columns within the residential property; and

O excludes the area of any common part outside
the enclosing walls of the residential property.
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- Relevant informatio

This part of the sales brochure tells you,
among other things -

® information that is specific to a residential property
in the development, or information that is specific
to the development, and-

O the information is on any matter that is likely to
materially affect the enjoyment of the residential
property; and

O the information is known to the vendor but is not
known to the general public.
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- Relevant informatio

Points-to-note
m Examples of “relevant information” -

o residential property equipped with fixed windows
for noise mitigation purpose which cannot be
opened, or which may bring in a high noise level if
they are opened;

o a residential property is currently being leased to a
tenant and it is only possible for the purchaser to
move in upon the expiry of the tenancy;
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- Relevant informatio

s Examples of “relevant information”-

o a roof which is sold together with the residential
property cannot be used in a normal manner, or
the owner of the roof is required to allow
maintenance workers to enter his/her property
from time to time in order to carry out
maintenance works on the roof;
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s Examples of “relevant information”-

o information on a site adjacent to

development which is let under
tenancy with various permitted

temporary basis.

short
uses

the
term
on a

85



/ —

ARER

"HEER" KBIF-

O f

L RIEE M —0E T DUREIE AL

\

o] DA RRis M B F=iERT o))

JRRVE RS ©

|

||

H

86



/

~Summary of deed of mutual
covenant (DMCQC)

This part of the sales brochure tells you,
among other things -

® the common parts of the development;

m the number of undivided shares assigned to

each residential property in the
development;

m the term of years for which the manager of
the development is appointed;
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~Summary of deed of mutual
covenant (DMCQC)

m the basis on which the management

expenses are shared among the owners of
the residential properties in the
development;

m the basis on which the management fee
deposit is fixed;

m the area (if any) in the development retained
by the owner for that owner’s own use.
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~Summary of deed of mutual
covenant (DMCQC)

Points-to-note

m The Ordinance does not require vendors to provide in the
sales brochure the exact amount of management fee of
each residential property because vendors may or may
not have worked out the exact amount of management
fee for each residential property during pre-sale.

m The amount of management fee for a completed first-
hand residential property has to be set out in the
Vendor’s Information Form.

® Your clients may wish to know the estimated amount of
management fee for an uncompleted first-hand
residential property. If so, please help them find out
from the vendors if the information is available. 01



e A s

- s E o
RERTEE
EEEE

m (xP) RABXKELDRSERAFSI L ZE
E%%%E’JEEEW\HE ERNREBEHEHEEE

ERAFREESEFTEYFENEEEREL]
%7\%5&

B CEA - FEEYENEEERBRAEE LB
BRSPS -

m RN EFPAFNE R ERER —FETIEN
RETEIEENE st ER EfEES
}ZE'T HZ§+’L 92




e

- Summary of land gt:ant

This part of the sales brochure tells you,
among other things -

m the term of years under the lease;

m the user restrictions applicable to that land;
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- Summary of land gt:ant

m the facilities that are required to be
constructed and provided for the
Government, or for public use;

m the grantee’s obligations to lay, form or
landscape any areas, or to construct or
maintain any structures or facilities, within
or outside that land;

m the |lease conditions that are onerous to a
purchaser.
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- Summary of land grant

Points-to-note

m Watch out for provisions in the land grant which
set out that the grantee shall at his own expense
provide, construct and maintain within the lot
unobstructed roads and footpaths leading to

ac
al

jacent private land, and that the grantee shall
ow members of the public at all time and for

al
th

lawful purposes to pass on foot or by vehicle
rough the aforementioned roads and footpath

free of charge.
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- Summary of land grant

Points-to-note

m Should read together with the sections for
“Location plan of the development”, “Layout plan
of the development’, “Information on public
facilities and public open spaces” and “Relevant
information” in the sales brochure, in order to get
a clear idea of the boundary of the development,
the location of the aforementioned roads and
footpaths, and whether the owners will have to
share the costs of the capital works for, and the
expenses for managing and maintaining the
aforementioned roads and footpaths.
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Summary of land grant

Points-to-note
m Watch out for provisions in the land grant
which set out :

O non-exclusive right of way to/from the lot, which
are to be maintained at the expense of the
owners;

O noise mitigation measures (such as noise
barriers) to be maintained at the expense of the
owners;

O ground settlement.
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~Information on public facilities arG
public open space

This part of the sales brochure tells you,
among other things -

m any facilities that are required under the land
grant to be constructed and provided for the
Government, or for public use ;

m any facilities that are required under the land
grant to be managed, operated or maintained
for public use at the expense of the owners of
the residential properties in the development;
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~Information on public facilities arG
public open spaces

m the size of any open space that is required
under the land grant to be managed, operated
or maintained for public use at the expense of
the owners of the residential properties in the
development; and

m any part of the land (on which the development
is situated) that is dedicated for public use.
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~Cross-section plan of building in
the development/phase

This part of the sales brochure tells you,
among other things -

m a cross-section of the building in the
development/phase in relation to every
street adjacent to the building; and

= the level of every such street in relation to a
known datum and to the level of the lowest
residential floor of the building.
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~Cross-section plan of building in
the development/phase

Points-to-note

m |rrespective of the naming of the lowest
residential floor, the cross-section plan can
show the level of every street adjacent to
the building in relation to the level of the
lowest residential floor of the building.
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Example 1 (#]F—)

Cross-section Plan (Building with one adjacent street)

PRI GateReqZut i — T

* |Street level in relation

to the level of the
lowest residential
floor

Hy il Ao A0 — A
4L EARE N oY 7K 4
¥ o A -

Street level in relation
to a known datum

Pyl S0 2% P &
o) Au 2} AP

Roof
A
200 Residential Unit 4u8 M éa
19F  Residentiol Unit {8 € i
1&F  Residontial Unit &€ ¥ ¢
Ll Reosidontial Unit 8 % 8 ¢
I16F Residential Unit (238 ¥ (2
v Reaidential Unit (04 ¥ (2
IWF  Residential Unit 4% ¥ (2
INF Residentinl Unit ¢4 ¥ (a
12F  Residential Unit (4 ¥ (2
\ I/F  Residential Unit (1€ S4a
IOF  Residential Unit (L EN (2
9F  Rosidential Unit (1 E ¥ (2
¥  Residential Unit {06 ¥ qa
Y Residential Unit (£ €N ¢p
Level of the lowest residential floor 41.90
....... !.‘;‘f';;.g...".k.?.......h.-f’... &F  Residontial Unit & € ¥ ¢
Transfor Plate 4 A%
S Clubhouse &M
\ an Sky GoardenCarpark 2 4 05 ® 08
J0.25m( A ) o Carpark 0%
v Carpark 9 %
VF Carpwk 008
" 1163 a/F Entrance Lobby A 0 A%
1 B Carpark #4948

XX Street XX iy

Adjacent Street to the building
wib i S8E 3 Ak o) $hy A6

-

Mandatory Information to be provided in sales brochure according to Section 18 of Schedule 1 to the

Residential Properties

(First-hand Sales) Ordinance (Cap. 621).
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Example 2 ($#5F+2)

Cross-seéﬁon Plan (Building with two adjacent streets, one sloping) 6
BRI GRSyt RETN - H—RRHE)

Roof
Ré&
9/F Residential Unit
1€ € § 4o
8/F Residential Unit
£ € i
7/F  Residential Unit
41.95 ik H i
...... £ 6/F Sky garden X N
X P Em
. S/F  Clubhouse
N « £
4/F Clubhouse
. A gait
26.25e OR) 3/F Shopping mall
*30.35m (%) L

2/F  Shopping mall
B A%

1/F  Shopping mall
) 4

*30.15m (%)

*15.70
Y - G/F  Shopping mall
XX Street A 2% Garden

XX # 1 L.OO BF C n Em . I‘IJ.BO !

35

YY Street
YY #1

| Adjacent Street to the building |
it TS I Sl TR

- ‘The part of XX Street adjacent to the building is 11.60 to 15.70 metres above the Hong Kong Principal Datum.
wtif € 3% 46 0 — #L XX Street B F:8 RARF B PR L 11.60 £ 1570 # -

- Dotted line denotes the lowest residential floor,
I A By R ASAR AR N AR -

*  Mandatory Information to be provided in sales brochure according to Scction 18 of Schedule 1 to the
Residential Properties (First-hand Sales) Ordinance (Cap. 621). 112
B (—FALTH XA B4R (R 621 ) M &— N 18 4k B LN B IRV & MO0 6H WA -



Example 3 (§]F=)

Cross-section Plan (House with two adjacent streets, one sloping)

PR R BN HOR Rt - IL— R

Housc 2L A

Roof X &

3/F

¥

XX Street
XX #y

Garden G/F « Yard
&m 5,45 A

e L 5 00 %0.45m OF)

*0.85m (ﬂt)1

Adjacent Street to the building
ML AR AN T

- The part of XX Strect adjacent to the building is 5.90 to 6.30 metres above the Hong Kong Principal Datum,
wbid 3E 3 4 o) — J2 XX Strect B #4 £ AP B R RLE 590 £ 630 & -

-«  Dotted line denotes the lowest residential floor. -
P T SRR Y

*  Mandatory Information to be provided in sales brochure according to Section 18 of Schedule 1 to the
Residential Properties (First-hand Sales) Ordinance (Cap. 621), 113
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- Fittings, finishes and appliances

This part of the sales brochure tells you,
among other things -

m The fittings, finishes and appliances of the
residential properties/buildings.
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- Fittings, finishes and appliances

Points-to-note

m The purpose is to ensure that prospective
purchasers will be informed of what they may
get upon receipt of the properties, in particular
if the development has not yet been completec
at the time of purchase. e.g. the type anc
material of fittings and equipment, the type anc
material of the water supply system, the
material of bathing facilities, etc.
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- Fittings, finishes and appliances

Points-to-note

m Caution: The brand name or model number of the
lifts installed in the buildings and the appliances
for a residential property may not be exactly the
same, though should be of comparable quality, as
those specified in any version of the sales brochure.

m Vendors may change the types of fittings, finishes
and appliances for a residential property/building
during the construction stage. But they have to
make known the changes in a revised version of the
sales brochure.
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- Fittings, finishes and appliances

Points-to-note

m Pay attention to the descriptions on “Gas
Supply” for the residential properties under the
section for “Fittings, Finishes and Appliances” in
the sales brochure.

m If gas supply pipes are not installed in the
kitchen of a residential property in a
development/phase, it may imply that flame
cooking is not permitted in those residential
properties.
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- Miscellaneous payments by purchasers

This part of the sales brochure tells you,
among other things -

m whether the purchaser is liable to reimburse
the owner for the deposits for water,

electricity and gas upon receipt of the
residential property; and

m whether, on that delivery, the purchaser is

also liable to pay to the owner a debris
removal fee.
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- Miscellaneous payments by purchasers

Points-to-note

® Your clients may wish to know the amount
of the aforementioned payment. |If so,
please help your clients find out the amount
from the vendors.
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- Maintenance of slopes

This part of the sales brochure tells you,
among other things -

= whether the land grant requires the owner of the
residential properties in the development/phase
to maintain any slope at their own cost, and if so:

O the terms of the requirement;

O who is obliged to contribute towards the costs of
the maintenance work;

O the location, boundary and size of the slope, and
any retaining wall or related structures constructed,
or to be constructed, within or outside the land on
which the development/phase is situated;
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- Maintenance of slopes

Points-to-note

m Pay attention to this section in order to get a
clear idea of the location of the slope/retaining
wall or related structures, and whether the
owners are obliged to contribute towards the
costs of the maintenance work.
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- Gentle reminders

1. Think before you publish any promotional
materials

= Any material (e.g. leaflets, booklets, posters,
etc.) published by any person (including estate
agents) which purports to promote the sale of
first-hand residential properties has to comply
with the requirements on advertisements as
set out in the Ordinance.
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- Gentle reminders

= The Ordinance stipulates that advertisements
must not contain false or misleading
information.

m [t is an offence under the Ordinance for any
person to make misrepresentation, or
disseminate false or misleading information, in
the sale of first-hand residential properties.

= The maximum penalty is a fine of $5 million
and to imprisonment for 7 years.
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- Gentle reminders

m There are also requirements under the Ordinance
on matters including -

O information that must be stated in advertisements
or printed advertisements (including posters
displayed on the walls/doors of estate agency
shops and on movable notice boards manned by
estate agents on the pedestrians);

O minimum font size of certain statements contained
in printed advertisements.

= The maximum penalty for publishing
advertisements which do not comply with these
requirements is a fine of $500,000.
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- Gentle reminders

2. Think before you give advice on mortgage
matters

s Please be cautious when advising your clients on
the loan-to-value ratio, or the maximum mortgage
amount, which lending institutions in general may
consider offering to the purchasers of a first-hand
residential property taking into account the
guidelines of the Hong Kong Monetary Authority,
as well as the income eligibility criteria in respect
of any second mortgage package to be offered by
the Hong Kong Mortgage Corporation Ltd or
lending institutions arranged by the vendors.
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- Gentle reminders

s According to Practice Circular No. 13-04(CR) issued
by the EAA in April 2013, licensees must not make
any statement to assure prospective purchasers that
they will successfully obtain a mortgage loan or the
desired terms to finance their purchase. They
should advise prospective purchasers to make
enquiries directly with the banks and finance
companies, or the vendor concerned.

s Many of the complaints which the SRPA has received
against estate agents were related to allegations
that estate agents had given them inaccurate
information in respect of mortgage matters.
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- Gentle reminders

3. Help your clients avoid financial loss

s The SRPA pledges for your support in reminding
prospective purchasers to think carefully before
signing a PASP. If a person does not sign a ASP
within 5 working days after signing the PASP, the
preliminary deposit which is equivalent to 5% of
the purchase price of the property is forfeited.
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Gentle reminders

4. Treat your promise on incentives to clients
seriously

= To safeguard your own interest and that of
your clients, if you are going to offer any
incentives (e.g. any gifts, discounts, rebates,
etc.) to your clients, please set out the
incentives and the conditions attached in
writing clearly to avoid disputes. :
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- Gentle reminders

s According to Practice Circular No. 13-04(CR)
issued by the EAA in April 2013, licensees
must set out In writing any incentives,
including any gifts, discounts or rebates, that
they have offered to prospective purchasers,
and stipulate clearly the terms and format of
the incentives so offered.
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Gentle reminders

5. Nuture a sustainable relationship with your
clients, and cherish it

m Protect the interest of your clients.

m Aggressive sales tactics hurts, rather than
enhance, the relationship between you and

your clients.

m It may take years to build your reputation, but
just a single incident to destroy it.
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Sales of First-hand Residential Properties Authornﬂ )\
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