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NEW GUIDELINES ON THE SALE OF UNCOMPLETED
PROPERTIES SITUATED OUTSIDE HONG KONG

MTE - WRBZEHEAGHEHBIEEIBIN  As the interest of Hong Kong people in purchasing properties
%% CIRBIRANEINE R R HESY - situated outside Hong Kong has been on the rise in recent

TR EIE SN Y E S e s EE AL TE Jf Years, more overseas developers are attracted to promote their
B34/ o developments in Hong Kong. At the same time, there has also been
an increase in the number of licensed estate agents in Hong Kong
participating in the sale of properties situated outside Hong Kong.
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EXREEIHADENRSEFELIER  However, as most consumers may have limited knowledge of
HEREREAL - R S|HIRE o &  the regulatory regimes for purchasing or leasing properties and
SEEIEIRERNYE  BxE)g the taxation systems of the jurisdictions where the properties
Eiea Ry  WRREHESRE 2 located, misunderstandings can easily arise. Purchasing an
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N uncompleted property situated outside Hong Kong carries a
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AﬁsHﬂ::F_LX Tﬂ¢7l::%ﬂ’] & - R higher risk as purchasers not only do not have the opportunity to
REEm Sl ERFHRS A - . -
inspect the property, they may also have limited knowledge of the

- . background and financial standing of the developers. Hence, there
AREM  EEREFEEL—HEH is a higher chance of complications leading to complaints.

HERBRINREKMENRERS
(4£3:17-03(CR)) + B RISt . In view of the above, the EAA issued a new practice circular

SEE A S EL A1 H A o (No. 17-03( CR)) on handling the sale of uncompleted properties

situated outside Hong Kong
’ = @ 1. - (“"UPOH”) last December to
:E;“H f‘kigﬁﬁﬁﬁ!ﬂg - provide guidelines to the

trade. The new circular will
REE 3!5?##2‘.'1}\1( ZZD/E’?I\#@ & take effect on 1 April 2018.
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APPOINTING LICENSED ESTATE AGENTS
FOR GREATER PROTECTION

This circular only applies to EAA licensees, as non-licensees
(such as overseas property developers or overseas estate
agencies) are not under the EAA’s purview. According to the
Estate Agents (Exemption from Licensing) Order, if a person
engages in estate agency work exclusively in relation to properties
. outside Hong Kong, and states in all
: "'”' his/her letters, accounts, receipts,
pamphlets, brochures and other
documents and in any advertisement
that he/she is not licensed to deal
with any property situated in Hong
Kong, he/she shall be exempted
from obtaining a licence issued by
the EAA.

Therefore, the EAA has been
continuously reminding consumers
that as licensed estate agents are regulated by the EAA and
must comply with the Estate Agents Ordinance and its subsidiary
legislation, the Code of Ethics and all the applicable guidelines
issued by the EAA, their conduct and professionalism is up to
a certain standard. Purchasers would have greater protection if
they appoint licensed estate agents when purchasing properties
situated outside Hong Kong.

THE MORE YOU KNOW,
THE LOWER THE RISK

Licensees should understand the requirements of the new circular
in detail. Firstly, licensees must perform due diligence on the
vendor and the UPOH before they participate in the sale or the
promotional activities for such properties. They are required to
obtain a due diligence report(s) issued by a professional person,
financial institution and/or government authority in the place where
the UPOH are situated, confirming the existence of the vendor, the
source of funds or financial arrangement of the vendor and the key
information of the development etc.

In addition, licensees are required to obtain a written opinion
issued by a lawyer practising in the place where the UPOH are
situated with information on whether there are any restriction(s)
on foreign purchasers to purchase, resell, lease or mortgage the
properties according to the laws and regulations of the place
where the UPOH are situated and the nature of such restrictions(s),
if any.

Regarding advertisements and promotional materials, licensees
must obtain the vendor’s express endorsement in writing of the
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accuracy and completeness of the information contained therein
before issuing the advertisements and promotional materials.
Furthermore, a prominent statement should be stated in those
advertisements and promotional materials to remind purchasers
that purchasing uncompleted properties situated outside Hong
Kong is complicated and contains risk. Also, wording which will
give the impression that purchasing UPOH is “safe”, “low-risk” or

“risk-free”, or able to obtain “fast”, “easy”, or “high” yields or returns
with little or no risk must not be included in such advertisements.

Finally, in addition to the copies of the due diligence report(s)
regarding the vendor and the UPOH, and the legal opinion,
licensees must provide purchasers with a separate written warning
statement and a sales information sheet containing information
required by the EAA before they enter into any agreement in
connection with the purchase or make any payment in relation to
the purchase of UPOH.

At the same time, when providing information on taxation, payment
or financing arrangements to clients, licensees should advise the
purchasers of the need to seek independent professional advice
on the types and amounts of taxes or levies that they may be liable
to pay in respect of their own case. Licensees should only provide
information to purchasers on payment arrangements based solely
on the information provided by the vendor and must not make any
assurance on the terms of mortgage.

To conclude, compared with the transactions of properties located
in Hong Kong, purchasing properties situated outside Hong Kong
is much more complicated. Licensees must familiarise themselves
with the requirements of this circular and consider carefully if they
could fulfill those requirements before participating in the sales of
UPOH. The EAA will continue to educate consumers, hoping to
reduce the possibility of misunderstandings or complaints.




