wE R B E & B
ESTATE AGENTS AUTHORITY

Circular
Circular No. 13-04 (CR)

Guidelines on conduct and provision of propertyinfation in first
sale of residential properties (with the relevaatagraph numbers in
brackets):

(A) Agency Management
° Appointment of Controller (2—3)

« Appoint a controller to oversee all matters.

o« Ensure that the number of staff deployed to sales
sites is manageable.

° Pre-sale Briefings (4-7)

o Provide pre-sale briefing(s) to staff and keep prop
records of such briefings.

o« Attend pre-sale briefing before engaging in any
promotional activity.

° Quality Control (8)

e Monitor compliance with the relevant law and

guidelines by taking quality control measures.
(B) Provision of Information to Prospective Puratras
° Capacity to Act (9-11)

o Inform prospective purchasers whether the estate
agency company acts for the vendor andior
purchaser.

° Saleable Area (12—-13)

e« Use saleable area in the provision of informatian p
floor area and unit price.

° Sales Brochures, Price Lists and Sales Arrangements

(14-25)

o Advise prospective purchasers to consult the latest
version of sales brochures and price lists.

e Do not seek or accept any expression of intent
before the relevant price list is made availabléher
sale of the property has commenced.
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° Property Information (26—29)

« Do not make misleading representations.

« Remind prospective purchasers to pay attention| to
the actual dimensions of the units.

° Mortgage Plans and Financing Schemes (30-31)
« Do not make any assurance on mortgage terms.
° Incentives (32—34)

o Inform prospective purchasers of the details |of
incentive schemes and set out any offer of incestiy
in writing.

o Advise prospective purchasers to consult the prjce
list for information on any gift or financial
advantage or benefit offered by the vendor.

(C) Advertisements (35-41)
° Vendor’s Consent and Verifying Information (36-41)

« Obtain the vendor’s express endorsement in writing
of the accuracy of information contained in
promotional materials and ensure compliance of the
relevant requirements in the Residential Propertjes
(First-hand Sales) Ordinance (Ordinance).

° Publication of Transaction Information (42—-44)

« Transaction information provided must be based on
the information from the Register under the
Ordinance only.

(D) Payment-related Matters
° Identification Documents and Credit Cards (45-50)

« Do not keep a prospective purchaser’s identificatip
document and/or credit card without his permission.

« Do not arrange for payment of deposits by using a
prospective purchaser’s credit card without his
written approval.

° Deposit on Entering into Preliminary Agreement (54)-

« Do not solicit or accept deposits from a prospectiv
purchaser without the vendor’s authorization.

° Prohibition of Loans from Licensees (55)
« Do not make loans to a prospective purchaser.

<

FRET 2R RER 18355 &R0 48 1
48/F, Hopewell Centre, 183 Queen’s Road East, Wainetong Kong
ZE=h Telephone: 2598 9550 {#E Facsimile: 2598 9596 / 2598 9597



wE R B E & B
ESTATE AGENTS AUTHORITY

First Sale of Residential Properties
Conduct in Promotional Activities and Provision of Property
| nformation

This circular sets out guidelines on the conducprmotional
activities and the provision of property informatior the first sale of
residential properties, and shall take effect on A4%8il 2013. The
guidelines are issued in light of the requiremamder the Residential
Properties (First-hand Sales) Ordinance (Cap. 6@Ordinance”).
Certain key provisions of the Ordinance pertainioghe estate agency
practice are summarized in tBanex. Circulars Nos. 10-04 (CR) and
11-02 (CR), respectively issued in May 2010 and120dre hereby
superseded.

(A) Agency Management

Appointment of a Controller

(2) Each estate agency companynust appoint a controller to
oversee its staff deployed to first-sale sites @air conduct in
promotional activities. The controller must be @der of an
estate agent’s licence (individual). The estatenag company
must provide the name, licence number and conteilsl of the
controller to the Estate Agents Authority (“EAA”sa&oon as
possible after the appointment.

(3) Estate agency companies and/or controllers musirernibat the
number of staff deployed to sales sites is comnranswvith their
ability to effectively manage the staff so deployed

The term “estate agency company” or ‘estate agermypanies” refers to those firms or
companies which are licensed estate agents unel&stiate Agents Ordinance.
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Pre-sale Briefing$

4) Estate agency companies and/or controllers must, efich
development, provide or cause to be provided a sale-
briefing(s) to staff to be involved in promotioradtivities for the
development prior to their conducting any suchvaets.

(5) The pre-sale briefing(s) must include informatiohoat the
developmerit and guidelines set out in this and other related
circulars as may be issued by the EAA from timértee. Estate
agency companies and/or controllers must take eslsaonable
steps to ensure that their staff is familiar whk tnformation and
all relevant guidelines.

(6) Estate agency companies and/or controllers musiremnisat their
staff attend the pre-sale briefing(s), keep propeords of the
briefing(s) including the dates and time the brigé are held, the
contents of the briefings and attendance recordshef staff
concerned, and supply such records to the EAA upguest.

(7) Only licensees who have attended such pre-sal@ngis) may
engage themselves in promotional activities fordbeelopment.

Quality Control

(8) Estate agency companies and/or controllers musiremnisat their
staff follow the guidelines and instructions givienthe pre-sale
briefing(s) and conduct promotional activities mngpliance with
the relevant law and the guidelines. They shouldnitor
compliance to deter irregularities in staff condumy such
measures as conducting surveys on customer sabsfanternal
audits, random compliance checks and “mystery ooests”
reports.

For the avoidance of doubt, the requirements erspie briefings set out in paragraphs (4) to (6)
apply to those estate agency companies which compdamotional activities for the vendor for the
first sale of residential properties.

Information about the development includes, butndg limited to, the latest version of the
following: sales brochures, price lists, sales rageaments and transaction information in the
Register (see the relevant paragraphs in thislaircu
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(B) Provision of I nformation to Prospective Purchaser

Capacity to Act

9)

(10)

(11)

Licensees must, at the first opportunity after thhgve
successfully established contact with a prospeqtivechasét

clearly explain to the prospective purchaser whetheir estate
agency company acts: (a) only for the vendor; dofily for the
purchaser; or (c) for both the vendor and the paseh and (d)
whether their estate agency company may act foh libée
purchaser and the vendor subsequently. Licensess inform
the prospective purchaser of the above matters ritingy and

supply a copy of the same to the prospective pgerha

Licensees must act in an impartial and just matmexl parties
involved in a transaction regardless of their cépac

To avoid any misunderstanding on the scope of workoe

undertaken by licensees as sales agents of theoweestate
agency companies appointed by the vendor shouldwgetheir

duties as sales agents clearly in the appointnettar lissued by
the vendor or the agreement entered into by theepaior the

purpose.

Saleable Area

(12)

(13)

Under the Ordinance, the term “saleable area” ief loneans the
floor area of a residential property enclosed bilsaand includes
the floor area of any balcony, utility platform amdrandah but
excludes the area of any air-conditioning plantmpbay window,
cockloft, flat roof, garden, parking space, roagihiood, terrace
and yard to the extent that it forms part of theperty.

Under the Ordinance, saleable area will be the balis that can
be used to provide information on floor areas ani prices in
sales brochures, price lists and advertisementgenkees must

4

A prospective purchaser includes a flat viewertlfier purpose of this circular.
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therefore not provide information concerning fl@wea and price
per square foot or metre other than by referenchdosaleable
area of the property.

Sales Brochures & Price Lists

(14)

(15)

(16)

(17)

(18)

(19)

If there is a sale of any residential property idexelopment, the
vendor must prepare and make available to the gepeblic free
of charge a publication about the development ledtitSales
Brochure” (which must be bilingual) and a pricet li;
accordance with the relevant requirements of thedrance.

Under the Ordinance, no person except the vendalt siake
available to the general public copies of any mabion for the
development that is entitled “Sales Brochure”.

Licensees must advise prospective purchasers timaler the
Ordinance, the sales brochure prepared by the venucst
contain all information required under the Ordiravand that any
other promotional materials do not form part of thales
brochure.

Licensees should note that under the Ordinancedorenmust

make available: (a) the bilingual sales brochuceshe general
public and also on the website designated by tmelamefor the

development (“designated website”) at least sevemysd
immediately before the date of sale; and (b) theepists to the

general public and also on the designated websiteaat three
days immediately before the date of sale.

Sales brochures and price lists are also avaitaikbe electronic
database under the Sales of First-hand ResideRt@berties
Electronic Platform (“SRPE”) established by the e&Salof
First-hand Residential Properties Authority (“SRIPA”

If licensees have been provided with copies ofstiles brochures
and/or price lists by the vendor, they must providem to

FRET 2R RER 18355 &R0 48 1
48/F, Hopewell Centre, 183 Queen’s Road East, Wainetong Kong
ZE=h Telephone: 2598 9550 {#E Facsimile: 2598 9596 / 2598 9597



(20)

(21)

(22)

wE R B E & B
ESTATE AGENTS AUTHORITY

prospective purchasers without any charge, resingt or
conditions.

A sales brochure made available to the generaliQuilist be
printed, examined or revised by the vendor witha previous
three months. Licensees must ensure that copig¢beotales
brochures and price lists they provide to prospectiurchasers
are the latest version.

Licensees must advise prospective purchasers sonoand read
the sales brochures and price lists which should nisle
available at the vendor’s sales office(s), the glestied website or
the SRPE if they have not collected the same fleanwvendor and
provided them to the prospective purchasers.

Licensees must also advise prospective purchaseeddr to the
“Note to Purchasers of First-hand Residential Pitogse (“Note”)
before they make a purchase decision. The Note bwy
downloaded from the website of the SRPA.

Sales Arrangements

(23)

(24)

Under the Ordinance, vendors are required to ma&iable free
of charge to the general public certain key infaroraon sales
arrangements at least three days before a dat@eof sThe key
information includes the date and time for the s#he sales
venue, the number of units offered for sale andntie¢hod to be
used to determine the order of priority of purcisas&c. The
information must be in the form of a document aala# at the
sale site for collection and also available at thesignated
website for inspection. Licensees should eitheoviple to
prospective purchasers a copy of the said documersdvise
them to obtain it directly from the vendor or inepé& at the
designated website.

Unless appointed by the vendor as the sole salest dgr the
development, licensees must inform prospective asgers that
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other sales agents have also been appointed byetiaor and
allotted with different flats, and their names aas, required by
the Ordinance, set out in the price list.

Under the Ordinance, vendors must not seek or &c(@pany
general expression of intent to purchase any resalegroperty
before the relevant price lists for such propertege made
available to the general public; and (b) any speeixpression of
intent to purchase a particular residential propdxtfore the
property is offered for sale. Licensees (whethleeyt are
appointed by the vendor as its sales agent orwiber must not
solicit or accept any such expression of intentefivar or not
accompanied by a payment of money) before the aaleprice
lists of the properties are made available to teegal public or
the sale of the property has commenced (as thentagde).

Property Information

(26)

(27)

(28)

Licensees must advise prospective purchasers gultdhe latest
version of the sales brochures, price lists, sateengements and
the Register (as the information therein may be revised/updated
by the vendor), the (draft) deed of mutual covenand
Government Lease before they enter into any agneefoe sale
and purchase.

When licensees provide informatfoto prospective purchasers,
they must do so: (a) only on the basis of the taté@srmation
contained in the sales brochure and documents neepand
provided by the vendor; and (b) only after they éndaken all
reasonable steps and exercised all due diligenceetidy the
information.

Licensees must remind prospective purchasers t@gagtion to
the dimensions of the units as stated in the $at@shure, and not

More about the Register is set out in paragragh (4
Which may include, for example, the location pléloor plan, fittings and finishes, anticipated

completion date, management, and details of the niie®/facilities, environment, future
development in the vicinity etc.
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to rely on their perception on the size of the siformed from the
viewing of show flats. They must also inform presfve
purchasers that they may take measurements of fsw

(29) Licensees must not make any representation that nmakead
prospective purchasers. Under the Ordinance, aopewho
makes a fraudulent  misrepresentation or  reckless
misrepresentation for the purpose of inducing agroferson to
purchase any residential property commits an oéfenc

Mortgage Plans and Financing Schemes

(30) Licensees are not obliged to explain informationwtbmortgage
plans and financing schemes to prospective purchasdf,
however, licensees take the initiative to do se, ¢éxplanation
must be based solely on the information providedHgy banks
and finance companies, or the vendor concerned.

(31) Licensees must not make any statement to assuspquiive
purchasers that they will successfully obtain atgage loan or
the desired terms to finance their purchase. Hheyld advise
prospective purchasers to make enquiries diredtly thie banks
and finance companies, or the vendor concerned.

Incentives

(32) Licensees must inform prospective purchasers ofdgtails of
any incentives which may be offered to purchaserd state
clearly whether the incentives are offered by teador or their
estate agency companies. They must also advisspgutve
purchasers to consult the price list for informatan any gift, or
financial advantage or benefit offered by the vengoich, under
the Ordinance, must be set out by the vendor iptioe list.

" A person also commits an offence if he dissem#ate authorizes, or is concerned in the

dissemination of, information that is likely to itk another person to purchase any residential
property and if the information is false or mislemgas to a material fact or through the omission
of a material fact, and the person knows thatsaeckless as to whether, the information is false
or misleading as to a material fact or throughdtréssion of the material fact.
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Licensees must set out in writing any incentivesjuding any
gifts, discounts or rebates, that they have offécegrospective
purchasers, and stipulate clearly the terms anthdbrof the
incentives so offered.

Estate agency companies must issue clear guidetnetheir
offer of incentives to prospective purchasers, ma&n close
supervision of their staff to ensure adherenceh& guidelines,
and establish proper procedures to fulfill the moees offered.

(C) Advertisements®

Properties under the Consent Scheme

(35)

Licensees must note that under the Consent Schaniess
permission to commence promotional activities foe sale of
units in a development has been given by the L&wemrtment,
and all conditions pertaining to such permissionehbeen fully
complied with, no publicising or advertising shbak launched
prior to the Lands Department's issue of consergeib If the
permission is given, any such promotional publicitr

advertisement must specify that the consent to sl not yet
been obtained.

Vendor’s Consent and Verifying Information

(36)

(37)

The Ordinance requires that if an advertisememiuislished by
the vendor or by another person with the consenhefvendor,
the advertisement must state that fact.

No advertisement or promotional material shall bsued by
licensees other than estate agency companies. te Esg@gncy
companies must obtain written consent of the vehadore they

The word “advertisement” is not defined in the Dadhce.
that Part 3 of the Ordinance applies to an adwerient purporting to promote the sale of any

specified residential property (as defined the @adce).

10
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issue any advertisement or promotional matérial

(38) When preparing materidl$ to assist vendors to promote a

development, estate agency companies must takeasbnable
steps to verify the accuracy of the informationtaomed in such
materials, and before issuance, obtain the vendexigress
endorsement in writing of the accuracy and compkse of the
particulars contained therein, and ensure that rhlevant
requirements in the Ordinance are complied with.

(39) Under the Ordinance, an advertisement must notigheemation

on the size or unit price other than by referemcéhe saleable
area of the property.

(40) Estate agency companies are specifically remindet to

misrepresent the surroundings of a developent An
advertisement containing a picture, image, drawingsketch
showing an artist's impression of the development its
surrounding area must contain a statement spedaifisdction 74
of the Ordinance.

(41) Estate agency companies shall not cause or pemnibet

advertised a residential property in respect ofcWwhie is acting
as such agent at a price or on terms different fitwauh instructed
by the client concernéd

10

11

12

As per section 9(2) of the Estate Agents Pradii@eneral Duties and Hong Kong Properties)
Regulation, it should be noted that so long as akeertisement refers to a recognizable
development and suggests in any way or gives tlpgeission that the development is for sale,
section 9(2) shall also apply, even though the weadname is not expressly quoted in the
advertisement or it is not suggested in the adsarient that the estate agent is acting for the
vendor.

Such materials may be regarded as advertisemadey the Ordinance and will have to comply
with the relevant requirements of the Ordinance.

The following may be regarded as misrepresentatdnawing green pastures around the
development when there are in fact buildings andctires in the nearby area, omitting certain
nearby buildings or facilities, or substantiallydering the height of nearby buildings.

As per section 9(3) of the Estate Agents Pradii@eneral Duties and Hong Kong Properties)
Regulation. Also, under section 35 of the Ordimare vendor may only sell, or offer to sell, a
specified residential property at the price of thaiperty as set out in the price list copies ofclvh
have been made available to the general publicéordance with sections 32(1), (2) and (3) of
the Ordinance, or that price as last revised usedetion 29(4) of the Ordinance and have been
made available to the general public in accordawibd sections 32(1), (2) and (3) of the
Ordinance.

11
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Publication of Transaction Information

(42) Under the Ordinance, vendors must make avaitatfiee of
charge to the general public a register (“Regijtedntaining
information of the transactions for a development.

(43) If licensees provide transaction information, sdigsres or sales
performance of a development, they must: (a) pevite same
based on the information from the Register onlyd év) specify
the time frame of the information.

(44) When informing prospective purchasers, by whateveans, that
units on a certain floor or in a certain block draccertain size of
a development are all sold out, licensees musr aérifying the
accuracy of such information from the Register,0aktate
whether all the units on that floor or in that lHomr of that size
are sold out, or whether only the units allottedhteir respective
estate agencies are sold out.

(D) Payment-related Matters

Identification Documents and/or Credit Cards

(45) Unless specifically required by the vendor, licassmust not ask
a prospective purchaser to provide identificatioeuments (e.g.
identity cards, passports) and/or credit cards, tmdrefor the
purpose of arranging viewing, the payment of money®lation
to a purchase, or for any other purpose.

(46) When licensees ask a prospective purchaser to daown
iIdentification document and/or a credit card at bguest of the
vendor, they must state clearly in writing: (a) {herposes for
which the identification document/credit card vin# used; and (b)
that it is the vendor’s requirement.

3 The Ordinance requires that the Register be maaiéahle at the sale site, the designated website

and the SRPE.

12
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Licensees must obtain permission from the prospegurchaser
before keeping his identification document andi&da card for
the stated purposes.

Licensees must specifically obtain the written appt of the
prospective purchaser before any arrangement i teadse the
credit card for the payment of deposits or any otheneys.

Licensees must promptly return the identificationcuiment
and/or credit card to the prospective purchaser:wiaen the
document and/or the card is no longer requiredtlier stated
purposes; or (b) after the purposes have beetiddlfi

Licensees must promptly return the identificationcuiment
and/or credit card to the prospective purchasem ugpemand,
irrespective of whether the document and/or thed gar still
required for the stated purposes.

Deposit on Entering into Preliminary Agreement

(51)

(52)

Under the Consent Scheme, no reservation fee, depoany
other consideration shall be accepted or collebiethe grantee
or its agent in any form or manner prior to the dsn
Department’s issue of consent to sell. In any gevie grantee
shall comply with the Ordinance governing any espi@n of
intent (with or without payment of money) to purshany of the
specified residential properties from any person.

Under the Ordinance, a preliminary deposit of 5%nefpurchase
price is payable by a purchaser on entering infmrediminary

agreement for sale and purchase (“PASP”). Licensaast not
solicit or accept any money, whether described @spasit or not,
from a prospective purchaser without the vendontharization.

Where licensees are authorized by the vendor teiwveca

preliminary deposit on its behalf, the amount opakgt to be
collected must be equivalent to the rate specifigtie Ordinance
only.

13
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Licensees should remind prospective purchasersiftiaey do

not execute the Agreement for Sale and Purchadanwiive

working days after entering into the PASP, the PASI be

terminated and the preliminary deposit (i.e. 5%tha purchase
price) will be forfeited.

Licensees have a duty to: (a) disclose to the €cdind the
Customs and Excise Department any property thacilyr or
indirectly represents the proceeds of a crime;(ahdeport to the
Joint Financial Intelligence Unit on the payment dgposits
suspected to be money-laundering transactions

Prohibition of Loans from Licensees

(55)

Licensees must not offer or make loans to a pras@epurchaser,
even if the prospective purchaser states that lss dot have
sufficient money for the payment of the deposit the spot,

whether in order to persuade a prospective purchassign a
PASP, or for any other purpose, and even if a @ECsE

purchaser requests licensees to do so.

* * *

Licensees who fail to comply with the above guided or the

relevant law may be disciplined by the EAA. Estagency companies,
their management and the controller may also bepdiised for failing to
establish a proper system to manage their bustess

April 2013

Holders of Statements of Particulars of Businegs
should bring this Circular to the attention of sttff
engaged in estate agency work

14

In accordance with the Organized and Serious Gribedinance (Cap. 455) and the Drug

Trafficking (Recovery of Proceeds) Ordinance (CH}b).

15

As per section 15 of the Estate Agents Practicené@al Duties and Hong Kong Residential

Properties) Regulation.
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Annex

Summary of certain key provisons of the Residential Properties
(First-hand Sales) Ordinance pertaining to the estate agency practice

Sales Brochure

«  Vendors must make public the bilingual sales breghduring a period
of at least seven days immediately before thesatemences.

« Sales brochure must be printed, examined or revigethe vendors
within the previous three months.

PricelList

« Vendors must make public the price list during equeof at least three
days immediately before the sale commences.

«  The price list must, among other things, set oytEnt terms, basis of
any available discount and any gift, financial atege or benefit in
connection with a property purchase.

«  The name(s) of estate agent(s) appointed by theéovea act in the sale
of any residential property in the development nmasstset out in the
price list.

Saleable Area

+ Only saleable area shall be used as the basisufiimg the floor area
and unit price of any residential property in sdleschures, price lists
and advertisemerits

1 Any other person (except the vendor) who prepdoeshe purpose of making it available to the gahe
public, any publication for a development that mditted “Sales Brochure” commits an offence and is
liable to a fine of $1,000,000. (Section 16)

2 A person who publishes an advertisement or causingdvertisement to be published, in contravention
of the requirement that it must not give information the size or unit price other than by referetace
the saleable area of the property commits an offemel is liable to a fine of $500,000. (Sectior6j)L(

1



Sales Arrangements

+ \Vendors must make public during a period of at tlethsee days
immediately before the sale commences certain kd@prmation
relating to logistics arrangements such as the aaietime for the sale,
the sales venue(s), the number of units offereddbe and the method
to be used to determine the order of priority afchases.

« Vendors must not seek or accept any general expres$ intent to
purchase any residential property before the issiahthe price list.

« Vendors must not seek or accept any specific egmesf intent to
purchase a particular residential property befbeeproperty is offered
for sale.

Preliminary Agreement and Agreement

- A preliminary deposit of 5% of the purchase prisepayable by the
purchaser on entering into the Preliminary Agreenfen Sale and
Purchase (“PASP”).

- The Agreement for Sale and Purchase (“ASP”) musi{eeuted by the
purchaser within five working days after enteringpithe PASP.

- The 5% preliminary deposit will be forfeited if tipeirchaser does not
execute the ASP.

Disclosure of Transaction Information

« Vendors must make public a register of transactowrrthe transaction
information relating to the development on the ddhe sale
commences.

Advertisements

+ Advertisements must not contain false or misleathfgrmation.

« If an advertisement is published by the vendor yrahother person
with the consent of the vendor, the advertisemardtrstate that fatt

% A person who publishes the advertisements or saheeadvertisement to be published in contraventio
of this requirement commits an offence and is &abla fine at level 6 (i..$100,000). (Sectiorby)L(
2



Misrepresentation and Dissemination of False or Mideading
| nfor mation

A person who makes a fraudulent misrepresentatiora aeckless
misrepresentation for the purpose of inducing agwtherson to
purchase any residential property commits an oéfenc

A person also commits an offence if he disseminateauthorizes, or is
concerned in the dissemination of, information tisalikely to induce
another person to purchase any residential propartg if the
information is false or misleading as to a matefa&t or through the
omission of a material fact, and the person kndwas, tor is reckless as
to whether, the information is false or misleadisgto a material fatt

Electronic Database on First-hand Residential Properties

Information on the sales of first-hand residerdevelopments provided
by vendors (i.e., the sales brochures, price lmtsl transaction
information); and general information and statstan the residential
property market is available on the electronic blasa (i.e. the “Sales
of First-hand Residential Properties ElectronictfBtan”) established
and maintained by the Sales of First-hand ResidlerRroperties
Authority (“SRPA”) or any person whom the SRPA #srfit.

Attention:  Licensees should note that the information contained in this Annex only
contains a summary of some key provisions of the Ordinance pertaining to the estate
agency practice and is not meant to be exhaustive. Licensees are advised to read the
full text of the Ordinance, which is available at http://www.legislation.gov.hk for a
better understanding of the provisions which may be relevant to and are required to
be observed or complied with in their practice.

The maximum penalties for a person who commits thifence are a fine of $5,000,000 and

imprisonment for 7 years. (Section 76(2))

The maximum penalties for a person who commits thifence are a fine of $5,000,000 and

imprisonment for 7 years. (Section 78(2))
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