W 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:
a. “EAA” shall mean the Estate Agents Authority.
b. “EAQ” shall mean the Estate Agents Ordinance.
c. “RVD” shall mean the Rating and Valuation Departmen
d. “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.

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
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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?

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 91sg. m. (i.e. 91 sq. m. x 10.764 sq. fi
979.524 sq. ft.), it is acceptable to convert ietther 979 sc
ft., 979.5 sq. ft. or 980 sq. fivhen providing the information
client or in advertisement. Licensees may a&gplain to thei
clients about the conversiahtheir clients have concerns
this matter.

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

The Practice Circular requirethe font size for the lette
characters and numbers usegarding the saleable area s
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be no smaller than those of the gross floor ardheproperty.
It is not abreach if the size for both is the same. Themo
provision in the Practice Circular on how the clotes 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 also list oth
information such as the area of balcony, utility phtform
and bay window in the same advertisement?

Licensees may also provide the gross flamgga or other floc
area information of the property ithe advertisement if tt
saleable area of the property is already providedthe
advertisement.

However, if the gross floor area or other flooraamgformatior
of the property are included in the advertisemdrd, license
concerned must, upon the EAAequest, produce evidence
prove that the gross floor area or other floor ané@mation o
the property is obtained from a reasonable sourdbeve is i
proper basis upon which he could rely in quotingch
information in the advertisement.

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 property if the saleableearof the proper
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 concemest
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.
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As to the examples of “reasonable source” or “prdyaesis”, 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 discrepangy in the figure of saleable area ¢
a property recorded by the RVD compared with thoseby
the developer. Will licensees be held responsiblé this
causes any disputes?

Under the Practice Regulation, licensees are requo obtail
the salable area of the property provided by the RVD c
stipulated in the First Agreement and specify tberse o
information to their clients. Other sourcesich as sale
brochures are not prescribed sources under the Pre
Regulation.

Licensees shall é deemed to have complied with

requirements of the Practice Circular if they hasaken al
reasonable steps and exercise due diligence tonolia
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
and EAA requirements in the course of handlingaadaction.

Regarding certain trade members’ concern on thesilpe
discrepancy in the saleable area information pexvidy he
two prescribed sources (RVD and first agreemehs, EAA
clarifies that licensee are only required to provide |
information obtained from either one of the two re®s ani
they should clearly explain to the client when &man which
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 information in the sak urchas
agreement / tenancy agreemehicensees may, howev
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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?

Under the Practice Regulation, licensees are requo obtail
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.

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 cliesguests for th
saleable informationfrom both the RVD and the Fil
Agreement, it is subject to the licensee’s odecision tc
entertain such request or not.

If a practitioner does not comply with the PracticeCircular,
e.g. failure in providing the information of saleable area tc
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). &ompliance
will be subject to EAAs disciplinary actiorand the severe
penalty is licence revocation. Generally speakasgate agenc
company is responsible for ensuring the advertisgsnssue
in its name do not include any false or misleadirigrmation.
However, all licensees should ensure the infoionathey
provide to clients is accurate.
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Will there be a transitional period after the Practce
Circular becomes effective, i.e. will there be andiscretion
in enforcing the Circular and related disciplinary actions?

The Practice Circular will come into operation bdnJanuar
2013. The trade has more than six months to prepare &
change since the promulgation of the Circular. Mdale, the
EAA will educate the trade and consumers in thisople From
1 January 2013 onwards, tReactice Circular will come in
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?

Under the Practice Regulation, licensees are requo obtail
the saleable area of the property provided by ti® Rr as
stipulated in the First Agreement.ist not a new or addition
requirementRegarding the possible costs involved in adjus
computer programmes as a result of the implememntatf the
Circular, it will be a one-off andnavoidable expense. This
because the first-hand residential maes with informatiol
on saleable area only will be transacted in thersggry 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 satable area of a property, the sourc
and when the information is obtained and then asklents
to acknowledge receipt of such information by sigrtare?
Are there other ways which agents could adopt to ad
future legal contention by disgruntled customers?

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

Should the figure of saleable area information of he
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 listing tr
figure in square metres?

There is no provision on the measurement unitifergrovisior
of the floor area information of the property inetiPractic
Regulation or the Practice Circular. Licensees msgeithel
one of the two measurement units meet their own busine
needs. However, licensees should state clearly
measurement unit is being used to avoid misundedistg.

There is also no provision in the Practice Circukaquiring
licensees to specify the conversion method betweféaretit
measurement units. Nevertheless, licensees shoelalrly
explain to clients about the conversion if theirets hav
concerns on this matter to avoid misunderstanding.

Can licensees rmvide only the saleable area i
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 theprescribed
sources? Under such circumstances, what should litsee:
do if clients insist to obtain the saleable area formation?
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Under the Practice Circular, licensees are requioedrovide
information on the saleable area of a second-hasulentia
property obtained from therescribed sources to their client:
the provision of the floor area information of tipeoperty
There is, however, no provision requiring licenseeprovide
floor area information other than saleable areaerdfbre, at
advertisement providing only the saleable arearmébion
obtained from a prescribed source does not conieattee
requirements in the Practice Circular.

On the contrary, licensees can provide the grasw farea c
other floor area informain of the property if the saleable a
information cannot be obtained from the prescrilsedrces
However, licensees must produce evidence to prbae the
gross floor area or other floor area informatiorthed propert
IS obtained from a reasonableusce or there is a proper be
(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 their clients that tealeable area information
the property cannot be obtained from the prescrdmeaces. |
their clients insist on obtaininthe saleable area informatis
licensees may suggest their clients seek advicem
professionals (e.g. surveyors).

If the saleable area of certain units (e.g. uls B) in a
building are the same, do licensees need to obtain -
saleable area information from the prescribed sourcesdr
every unit B in the building?

Both the Practice Regulation and Practicec@ar require
licensees to obtain the saleable area informatrom fthe
prescribed sources. Therefore, licensees shoulgimput to the
conclusion that all the units with the same nundesignation
in a building are of the same saleable area. Lemsshoulc
obtain the saleable area information from the piesd
sources for the particularoperty that they are appointed
sell.
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Should property price be calculated on the basis faleable
area or gross floor area?

No matter wiether the floor area of the property is expresa
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 on the basis oéahle area or gross flc
area, the EAO and its subsidiary legislations dbhave an
provisions requiring licensees to provide the pmpes squar
foot of the property. If licensees provide the praf a propert
on a per square foot basis, they mstite whether it
calculated on the basis of saleable area or glossdrea so ¢
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 )?

Under the Practice Regulation, licensees are reqduiic
complete the Property Information Form (Form 1) [@ise 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 fr area information of tr
property in Part B of thedfms. If the saleable area informat
of the property cannot be obtained from eitherRM® or the
First Agreement, licensees should tick the relevmnt in the
forms, stating that no such informati@an be obtained fro
the two prescribed sources.

Licensees are also required to provide the congblédems
(including the saleable area information of thepemy ol
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stating that no such information can bétained from th
prescribed sources) to their clients in accordavittethe Notes
specified in Form 1 or Form 2.

Is it necessary to provide the saleable area for nanercial
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
secondhand residential properties but not comme
properties.
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