B K B E B R
ESTATE AGENTS AUTHORITY

Practice Circular on Provision of floor area information for
second-hand residential properties —

Questions and Answers (Q&AS)

Notes:
1. All references to:

“EAA” shall mean the Estate Agents Authority.

“EAQ” shall mean the Estate Agents Ordinance.

“RVD” shall mean the Rating and Valuation Departmen

“First Agreement” shall mean the agreement for sale

purchase of the first assignment of the propertysterec

in the Land Registry.

e. “Practice Circular” shall mean Circular No. 02{CR)
issued by the EAA onrpvision of floor area informatic
for second-hand residential properties.

f. “Practice Regulation” shall mean the Estate Ag

Practice (General Duties and Hong Kong Reside

Properties) Regulation.

oo op

2. These Q&As are for general referenoely. They do nc
constitute legal or professional advice. You shaddk legal ¢
professional advice as and when necessary, edyecralthe
interpretation of legal provisions and specific iadvon an
individual case. While the EAA has used its bestieavours |
ensure the accuracy of the information provided these
Q&As, no statement, representation, warranty orrajuiae
express or implied, is given by the EAA as to tbeusacy, o
completeness of such information, or the approgmieds forts
use in any particular circumstances. The EAA wdl accep
any liability or responsibility whatsoever for argss ol
damage caused to any person howsoever arisingdnynuse
misuse of, or reliance on the contents of these Q&A



Q1.

Answer:

Q2.

Answer:
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&As

Must licensees provide the property’s price per sgare foot
which is calculated on the basis of saleable arda their
clients?

The EAO and its subsidiary legislations do not harg
provisions requiring licensees to provide the ppes sgare
foot of the property. If licensees provide the erion aper
square foot basis in respeot a property, they must st:
whether it is calculated on the basis of salealda &r gros
floor area so as to avoid any misunderstanding.

Many clients prefer adopting the figure of area informatior
in terms of square feet but the figure of saleable are
provided by the prescribed sources is in term®f square
metres. How exact the figure (e.gany decimal places) i
needed if licensees convert the figure fromquare metre tc
square foot? Is plus or minus 1 square foofafter the
decimal point acceptable? For example, if the conveed
data is 584.43 sq. ft., can it be written as 584 sfi, 585 sq.
ft, or 584.4 sq. ft?

There is no provision on this matterthe Practice Regulatit
or the Practice Circular. Generally speaking, raogdip the
figure is a reasonable methdebr example, if the saleable a
of a property is 91sq. m. (i.e. 91 sq. m. x 10.764 sq. fi
979.524 sq. ft.), itd acceptable to convert it to either 979
ft., 979.5 sq. ft. or 980 sq. fivhen providing the information
client or in advertisement.

In another example, if the salable area of a resi@eroperty
Is 584.43 sq. ft. after conversion, it is accepdblexpress ihs
584.43 sq. ft., 584.4 sq. ft. or 584 sq. ft.. Hoareslescribing i
as 585 sq. ft. is not in line with the principlerotinding up.

In addition, it is also acceptable to omit the eslafter the
decimal point. Under this principle, for examplethe salabl
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area of a residential property is 500.88 sq. feratonversion
it is acceptable to describe it as 500.88 sg5@0,9 sq. ft.501
sq. ft. or 500 sq. ft.. Licensees may adsplain to their client
about the conversionf their clients have concerns on t
matter.

Must the font size regarding saleable area be largeghan
that of gross floor area in theadvertisement? Can their foni
size be the same? Is there any requirement on thmsition
of saleable area in the advertisement?

The Practice Circular requirethe font size for the lettel
characters and numbers usegarding the saleable area s
be no smaller than those of the gross floor ardheproperty.
It is not a breach if the size for both is the saiffiteere is ni
provision in the Practice Circular on how the cletes or
numbers for saleable area are placed in the adesrént.

Apart from listing the saleable area information of the
property in the advertisement, can licensees alsast other
information such as the area of balcony, utility phtform
and bay window in the same advertisement?

Licensees may also provide the gross flagga or other floc
area infomation of the property in the advertisement if
saleable area of the property is already providedthe
advertisement.

However, if the gross floor area or other flooraangformatior
of the property are included in the advertisemdrd, license
corcerned must, upon the EAAS request, produce ecelec
prove that the gross floor area or other floor anéamation o
the property is obtained from a reasonable sourdbeve is
proper basis upon which he could rely in quotingch
information in the advertisement.
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What is the meaning of “reasonable source” andproper
basis” in paragraph (8)(c) of the Practice Circulaf? Is there
any example?

Licensees may provide the gross floor area or dther are:
information of the propertyf the saleable area of the prope
has been provided or the saleable area of the pyofeg.
village type houses) cannot be obtained from eithelRVD ol
the First Agreement. However, the licensee conckmest
upon EAA's request, produce evidence to substanttztthe
gross floor area or other floarea information of the prope
was obtained from a reasonable source or thereawa®pe
basis upon which he could rely for supplying sudbrmation.

As to the examples of “reasonable source” or “prdjaesis”, it
can be the surveyorieport or the sales brochure providec
the developer. Licensees should note that theyldhake al
reasonable steps and exercise due diligencensure th
relevant information is accurate.

There might be discrepancy in the figure of saleablarea o
a property recorded by the RVD compared with thoseby
the developer. Will licensees be held responsiblé this
causes any disputes?

Under the Practice Regulatidicensees are required to obt
the saleable area of the property provided by ti® Rr as
stipulated in the First Agreement and specify tberse o
information to their clients. Other sourcesich as sale
brochures are not prescribed sources under Rmactic
Regulation.

Licensees shall be deemed to have complied with
requirements of the Practice Circular if they hdaaken al
reasonable steps and exercise due diligence tonolita
saleable area of the property from the RVD or thest
Agreement and convey the same to their clientdfully. Of
course licensees should alsomply with other applicable le
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and EAA requirements in the course of handlingaadaction.

Regarding certain trade members’ concern on thesilpie
discrepancy in th saleable area information provided by
two prescribed sources (RVD and First Agreemethie EAA
clarifies that licensee are only required to provide 1
information obtained from either one of the two re®s ani
they should clearly»glain to the client when and from whi
prescribed source the relevant figure was obtained.

As to whether any disputes will be caused, the EvAIld like
to clarify that the Practice Circular does not liegjlicensees t
include the saleable area infation in the sale and purch:
agreement / tenancy agreemehicensees may, howev
specify the prescribed source of informatiand when th
information was obtaineifl they find it necessary to include 1
relevant information in the agreement.

If the saleable area obtained from the two prescried
sources (i.e. the RVD and First Agreement) are diffrent,
which one should the licensee provide to client®hich
prescribed source has priority?

Under the Practice Regulation, licensees required to obta
the saleable area of the property provided by th® Rr as
stipulated in the First Agreemeiaind specify the source
information. There is no provision on which onetbé two
should be chosen and there is no priority betwdentwo
prescribed sources.

If licensees have provided clients the saleabla ar®rmatior
obtained from either the RVD or the First Agreemdémty hav
complied with the related requirement in the Prac
Regulation and the Practice Circular. If a cliesquests for tr
saleable informationfrom both the RVD and the Fil
Agreement, it is subject to the licensee’s odmecision tc
entertain such request or not.
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If a practitioner does not comply with the PracticeCircular,
e.g. failure in providing the information of saleable area t
client and in advertisement, who will be punished?The
practitioner concerned or its employer, the estate agenc
company?

The Practice Circular applies to all EAA licensees]uding
the holders of estate agent’s licence (individusd)esperson
licence and estate agent's licence (company). ¢dompliance
will be subject to EAA's disciplinary actions anklet severe:
penalty is licence revocation. Generally speakasgate agenc
company is responsiblfor ensuring the advertisements iss
in its name do not include any false or misleadirigrmation.
However all licensees should ensure the information
provide to clients is accurate.

Will there be a transitional period after the Ractice
Circular becomes effective, i.e. will there be andliscretion
in enforcing the Circular and related disciplinary actions?

The Practice Circular will come into operation bnJanuar
2013. The trade has more than six months to prefoarthe
change since the promulgation of the Circular. Mdale, the
EAA will educate the trade and consumers in thisople From
1 January 2013 onwards, the Practice Circular eathe intc
effect and the EAA will handle related complairsisd take
enforcement action in an impartial manner.

The Practice Circular requires licensees to provid
information of saleable area to clients and it willincrease
the operating costs of the trade. Will the EAA prowde any
assistance on this?

Unde the Practice Regulation, licensees are requoesbtair
the saleable area of the property provided by th® Rr as
stipulated in the First Agreement. It is not a n@wadditiona
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requirementRegarding the possible costs involved in adjus
compute programmes as a result of the implementatiorhe
Circular, it will be a one-off andinavoidable expense. This
because the firdtand residential properties with informat
on saleable area only will be transacted in thersggary marke
in future, andthe computer programmes will need to
changed after all.

Is it advisable for estate agents to design a fornwhich
stipulates clearly the saleable area of a propertyhe source
and when the information is obtained and then asklents
to acknowledge receipt of such information by signature
Are there other ways which agents could adopt to ad
future legal contention by disgruntled customers?

Licensees are required to provide the informabérsaleabl
area obtained from either one of the two prescribedrce:
(RVD and First Agreemengnd they should clearly explain
the client when and from which prescribed soureeréievan
figure was obtainedThe Practice Circular does not req!
licensees to obtaira written acknowledgement from th
clients. However, licensees may, if they find itsidable
provide a copy of the saleable aieformation obtained fror
the prescribed sourcéo their clients and ask them
acknowledge receipt.

Should the figure of saleable area information of the
property listed in the advertisement be describedn terms
of square metres or square feet? Do licensees needstate
that “1 square metre = 10.764 square feet” when lisg the
figure in square metres?

There is no provision on the measurement unitifergrovisior
of the floor area information of the property inetfPractic
Regulation or the Practice Circular. Licensees msgeithel
one of the two measurement unitsmeet their own busine
neals. However, licensees should state clearly



Q13.

Answer:

B K B E B R
ESTATE AGENTS AUTHORITY

measurement unit is being used to avoid misundeditg.

There is also no provision in the Practice Circukaquiring
licensees to specify the conversion method betwhiarent
measurement units. Nevieeless, licensees should cle:
explain to clients about the conversion if theirets hav
concerns on this matter to avoid misunderstanding.

Can licensees provide only the saleable area

advertisements for old buildings without information on
gross floor area? On the contrary, what should licesees d
in order to comply with the Practice drcular if the saleable
area information cannot be obtained from the presabed
sources? Under such circumstances, what should litgee:
do if clients insist to obtain the saleable area formation?

Under the Practice Circular, licensees are requioedrovide
information on the saleable area of a secoadd residenti:
property obtained from therescribed sources to their client:
the povision of the floor area information of the projye
There is, however, no provision requiring licenseeprovide
floor area information other than saleable areserd&iore, a
advertisement providing only the saleable arearméion
obtained from a prescribed source does not cormimtee
requirements in the Practice Circular.

On the contrary, licensees can provide the grasw farea c
other floor area information of the property if thaleable are
information cannot be obtained from the gm@bed source
However, licensees must produce evidence to prbae the
gross floor area or other floor area informatiorthe# propert
IS obtained from a reasonable source or therepioper basi
(e.g. surveyor’s report or sales brochure providsd the
developer) upon which the licensees can rely intiggosuck
information in the advertisement. In this casegrigees shou
also explain to theiclients that the saleable area informatio
the property cannot be obtained from the prescrdmertes. Ii
their clients insist on obtaininthe saleable area informatis
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licensees may suggest their clients seek advicem
professionals (e.g. surveyors).

If the saleable area of certain units (e.g. il B) in a
building are the same, do liensees need to obtain tf
salable area information from the prescribed sourcg for
every unit B in the building?

Both the Practice Regulation and Practice Circuksguire
licensees to obtain the saleable area informatrom fthe
prescribed sources. Therefore, licensees shoulglimput to the
conclusion that all the units with the same nundesignation
in a building are of the same saleable area. Lesnshoul
obtain the saleable area information from the pilesd
sources for the particulgroperty that they are appointed
sell.

Should property price be calculated on the basis faleable
area or gross floor area?

No matter whether the floor area of the propertgxgressed i
terms of the gross floor area or saleable ,attea transactio
price of the property is the same.

On the question ofvhether the property price per square
should be calculated dhe basis of saleable area or gross -
area, the EAO and its subsidiary legislations dbhave ay
provisions requiring licensees to provide the ppes squar
foot of the property. If licensees provide the praf a propert
on a per square foot basis, they must state whathex
calculated on the basis of saleable area or glossdrea sosa
to avoid any misunderstanding.

If the saleable area informationof the property cannot be
obtained, are licensees required to explain the reans to
their clients or other parties (verbally/in writing )?
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Under the Practice Regulati, licensees are required
complete the Property Information Form (Form 1) (fise ir
the sale and purchase of residential propertiesg beasing
Information Form (Form 2) (for use in the leasofgesidentia
properties), in accordance with the Notsgecified in th
Forms. Licensees are required to obtain the salealde
information from the RVD or as stipulated in thersk
Agreement in order to fill in the floor area infoatron of the
property in Part B of the Forms. If the saleabaanfamation
of the property cannot be obtained from eitherRM® or the
First Agreement, licensees should tick the relevmnt in the
forms, stating that no such information can be ioketh fromr
the two prescribed sources.

Licensees are also required tooyade the completed forn
(including the saleable area information of thepemty ol
stating that no such information can beétained from th
prescribed sources) to their clients in accordavitethe Notes
specified in Form 1 or Form 2.

Is it necessary to provide the saleable area for commeat
properties? If so, where can it be obtained?

The Practice Regulation and the Practice Circulae
applicable to the provision of the floor area imhation for
second-hand residential gmerties but not commerc
properties.

When should the trade obtain the saleable area infmation
in respect of second hand residential properties?sl it
necessary to obtain the information againbefore the
completion of the property transaction?

There is no provision in the EAO requiring estatgerdas i

obtain the saleable area information agdmefore th
completion of transaction. However, the EAO requiestat

10
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agents to possess prescribed property informédioso long a
they act for the vendand to be reasonably satisfied as reg
the accuracy of the property information.

In this regard, the EAA has issued the Practiceular No.

11-01 to remind estate agents thabrder to comply with tr

requirement under EAO 36(1)(a)(i), practitionersowdd

conduct a search on the online service of the Rwvilthe da

the estate agency agreementeistered into or obtain tl

relevant prescribed information from other pressdilsources.
Estate agents may fail to ensure the aaxyof the informatio

if they do not follow the guidelines and m#yen fail to mee

the relevant requirements of the EAO.

Q109. If only the saleable area information is listed inthe
advertisement, is it necessary to specify that isisaleablt
area? In addition, is it possible to use abbreviatns wher
specifying the floor area information, such as usig “(S.A.)
400’ and (G.A.) 550™ in the advertisement?

Answer: The Practice Circular requires thathe floor area informatic
of a property is included in aamdvertisement and the salec
area of the property can bétained from either the RVD or t
First Agreement, then licensees mpstvide the saleable ar
of the property in the advertisement acldarly state in th
advertisement that the floor area providedhe saleable ar
of the property (e.g. saleable area: 980 squat® fBeerefore
even if the saleable area is the only floor airg@armation
stated in the advertisement, it should be cleadyed that th
information is saleable area.

Licensees should also note that the Practice Girawquire:
the relevant statements be clearly statddlicensees us
abbreviations or acronynte present saleable area informat
they should be careful not to cause any misundedstg. For
example, using the symbol of apostrophed’yepresent sque
feet may cause misunderstanding. Besides, sinuasi
consumers have not familiarized with the abbreoretof floor

11
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area, licensees are advised to state the salaaialenafull term
“saleable area: 400 ft”, or write it as “(Saleab{#)0 ft” or
“(Gross) 550 ft".

There are some companies, which are not estate aggnand
providing information and data of properties. Can estat
agents quote such data (including the saleable ae
information) from these companies and provide theaneto
clients?

According to the requirements specified in the vaig forms
in the Practice Regulatipnthe prescribed sources
information for obtaining the saleable area are Rv® and
First Agreement only. Other sources of informat{ery. date
obtained by other companies, the sales broshprevided b
the developer, or saleable area information pralidg othe
organizations) are not the prescribed sources fegean the
Practice Regulation.

When estate agents provide relevant property datae(g. ¢
chart showing the price per square foot or transaabns of
the properties of a development) to their clientsis it
necessary to include the information of saleable aa?

The EAO and its subsidiary legislatiodo not have ar
provisions in this regard. However, if a licenseevidesthe
price on a per square foot basis in respdc property, the
must state whether it is calculated on the bassatdableare
or gross floor area so as to avoid any misundetstgnFor
instance, he may also provide the price per squact
calculated by saleable area whm@oviding the price per sque
foot calculated by gross floor area to their clsent

Do estate agents need toprovide saleable area fo
“subdivided rooms” or “suites” (non-independent unit)?
What should an agent daf the information on saleable ares

12
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of that kind of rooms cannot be obtained from the tw
prescribed sources?

Licensee may provide the gross floor area or other flame
information of the property if the saleable aredhwf propert
cannot be obtained from either the RVD or the Fgteement
However, the licensee concerned must, upon EAAques
provide evidene to substantiate that the gross floor are
other floor area information of the property wasaited fron
a reasonable sourcen laddition, licensees should take
reasonable steps and exercise due diligence toresribe
accuracy of information provided.

What should estate agents do if the saleable areé allage
type houses cannot be obtained from the two prested
sources?

Licensees may provide the gross floor area or dther are:
information of the property if the ssble area of the prope
cannot be obtained from either the RVD or the Fgteement
However, the licensee concerned must, upon EAApiest
provide evidence to substantiate that the grossr floea o
other floor area information of the propertyasvobtained fror
a reasonable source (e.g. surveyor’s reporsabes brochui
provided by the developer).

The Practice Circular also quotes “village type $e®i as on
of the examples of the residential properties tbah be
exempted from providing the salable area.

It iIs common among estateagencies to prepare larg
quantities of promotional leaflets containing floorplans of
different units to promote properties in residentid estates
If estate agencies have kept in stock a large quatytof such
leaflets but only the gross floor areawas listed in the
leaflets, what should they do?

13



B K B E B R
ESTATE AGENTS AUTHORITY

Answer: The Practice Circular requires that if the flooeainformatiol

Q25.

of a property is included in an advertisement drel 4aleabl
area of the propgr can be obtained from either the RVD or
First Agreement, then licensees must provide theabte are
of the property in the advertisement.

If only the gross floor area informatiar properties is listed |
the promotional leaflet, an explanatory note with following
additional informationshould be provided together with
leaflet to the clients in order to provide the otge with clear
property information and avoid misrepresentation:

(1) The purpose of the leaflet: For example, the Ieéafle
intended to provide general information of differ
kinds of units of the housing estates for consumers
reference.

(2) A comparison between saleable area and gross
area of several unitegarding the gross floor area
different kinds of units listed in the leaflet.of

example:

Unit of XX Estate | Saleable area Gross floor ared
Flat B, 10/F, Block 1 500 ft 600 ft
Flat A, 22/F, Block 3 620 ft 800 ft
Flat D, 33/F, Block 6 750 ft 900 ft

(3) A statement to spegifthat saleable area varies fr
unit tounit. The saleable area of a particular unit w
be provided upon consumers’ requests.

The above information should be printed in a clead
reasonable font size.

As the saleable area information of flats under the Home
Ownership Scheme prowded by the Property Information
Online Service of the RVD in fact originatesfrom the
Housing Authority, can estate agentsuse the floor aree

14



B K B E B R
ESTATE AGENTS AUTHORITY

information listed in the sales brochures provided by the
Housing Authority as a proper source of the saleabl area
information?

Answer: Under the Practice Regulation, licensees are reduo obtain
the saleable area of the property provided by th® Rr as
stipulated in the First Agreement. Other sourceh aas sales
brochures are not prescribed sources under thetiderac
Regulation.

Q26. The “efficiency rate” refers to the percentage of the saleab
area of a property to its goss floor area. If there are othe
facilities (such as bay window, cockloft, roof, fla roof,
garden) transacted together withthe property, can their
areas be included in the saleable area used to calate the
“efficiency rate”?

Example:
Saleable area: 600 sq feet; gross floor area: 1,080 feet,
efficiency rate: 80% (including a flat roof of 200feet)

Answer: “Efficiency rate” is only a general concept. If the licen
interprets “efficiency rate” as the percentagels propertys
saleable area to itgoss floor area, he should clearly explai
his clients how the “efficiency rateis calculated to avo
misundertanding. In addition, the saleable area use:
calculate the “efficiency ratefust be obtained from the R\
or the First Agreement. The floor area of otherlitses should
not be included. Moreovethe gross floor area of the prope
must be obtaineffom a reasonable source or there is a pi
basis upon which the licensee could rely in quotswgl
information.

27 December 2012
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