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New guidelines on handling the letting of
‘requlated tenancies”
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n response to public concern on protecting the interest of grass-root

tenants, the government implemented a new tenancy control regime
on subdivided units (“SDUs") under Part IVA of the Landlord and Tenant
(Consolidation) Ordinance (“Ordinance”) which came into effect on 22
January 2022.

Since estate agents may handle tenancies relating to SDUs which are
subject to Part IVA of the Ordinance (i.e. “regulated tenancies”), the
Estate Agents Authority (“EAA") issued a Practice Circular (No. 22-01
(CR)) (“Circular”) setting out the relevant guidelines for licensees to
follow, which also came into effect on the same date as Part IVA of the
Ordinance. In this issue of Horizons, we will introduce the gist of the
new guidelines to licensees.
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Scope of the regulation

Generally speaking, Part IVA of the Ordinance covers SDUs of domestic/

composite buildings, or industrial/commercial buildings. However,

“squatters” and New Territories Exempted Houses are not covered
under Part IVA of the Ordinance as they are not buildings or structures

constructed or adapted for use in accordance with a building plan.

Gist of the Guidelines

When handling “
prospective tenants of their capacity in the transaction. They must

regulated tenancies” of SDUs, licensees must inform

disclose to the prospective tenants whether
their estate agency company acts only for the
landlord; only for the tenant; or for both the
landlord and the tenant.

In addition, licensees are required to explain
the key requirements under Part IVA of the
Ordinance, including those relating to the
security of tenure and rent regulation, and
the mandatory terms to be implied for every
“regulated tenancy” to the clients before
arranging for them to enter into the tenancy
agreement. Licenses are also required to
provide a copy of the summary mandatory

terms to the clients.

Although part IVA of the Ordinance provides
that “tenancy” means a lease entered into
orally or in writing, licensees should advise
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their clients to enter into a “regulated tenancy” in writing to clearly
reflect the contents of the parties’ agreement. Moreover, they must
advise clients that the tenancy agreement should not contain provisions
which are inconsistent with the security of tenure and rent control
requirements under the Ordinance and the mandatory terms implied for
every “regulated tenancy”.

Non-compliance with the requirements under Part IVA of the Ordinance
may constitute an offence. Therefore, licensees are required to draw their
clients’ attention to the relevant offences and penalties. To facilitate the
landlord’s compliance with the relevant statutory requirements, licensees
who act for the landlord in a “regulated tenancy” of an SDU should
(unless the landlord client has otherwise indicated in writing that he/
she would handle the matter directly) arrange for the stamping of the
tenancy agreement after it has been entered into and the submission
of the relevant Form AR2 to notify the Commissioner of Rating and
Valuation of the particulars of the tenancy.

In order to familiarise licensees with the new guidelines, the EAA has
organised relevant continuing professional development seminars
already and related video recordings will be uploaded to the EAA

Ofs=30

website later. The EAA has also published a set of
“Questions and Answers” on the EAA website for
licensees’ reference. For details of the new tenancy
control under Part IVA of the Ordinance and related

Forms, licensees should refer to the webpage of
the Rating and Valuation Department (“RVD").

In order to avoid any disputes, licensees are advised to obtain written
acknowledgement from their clients stating that the licensee has
informed them of the relevant matters set out in the Circular and the
licensee has provided them with a copy of the summary mandatory
terms implied for every “regulated tenancy”. If clients are in doubt
of matters related to Part IVA of
the Ordinance, licensees should
advise them to make enquiry with
the RVD and/or consider seeking
legal advice.



